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Between September 1992 and July 1993, 8 1 of British Columbia's 
approximately 7,000 practising physicians 'opted-out" of the Medical Services 
Plan (MSP) and began direct billing their patients. This marked the first 
significant occurrence of direct billing for medical services since the 
introduction of the Canado H&h Ad (1984). Patients of opted-out physicians 
paid directly at the time of scrvicc and subsequently submitted their bills to the 
MSP for reimbursement. Patients' dircct bills were, on average, 15% greater 
than the reimbursed amount. 

The existing literature suggests that medical service user fees reduce 
patient demand. However, this reduction does not occ'ur equally. Low-income 
patients and females appear to reduce their utiIi2ation to a greater degree. 
Moreover, user fees do not appear to target more 'd i scre t ione  types of care. 
Despite the reduction in patient demand, the overall effect of user fees on 
medical service utilization remains unclear. This is because physician 
response to reduced patient demand has not been definitively determined. It 
appears, from the few studies available, that physicians respond to dropping 
caseloads by 'inducing' demand fiom remaining patients. This 'physician- 
induced' demand may offset the reduction in patient demand. Consequently, 
total expenditures (insured + direct) may actually increase as a result of user 
fees. v C 

This study analyzes the utilization patterns for patients of 73 opted-out 
BC physicians and their 'matched pairs' (based upon specialty, community of 
practice, and previous brllmgs). Patients' utilization patterns are analyzed from 
one year prior to one year following the date of opting-out. Physicians' 
responses are measured for both general practitioners and specialists. 

The results of this study show that patient demand is negatively 
impacted by direct billing. However, this reduction does not occur unif'orm1y. 
Opted-out general practitioners lost female patients. Opted-out specialists lose 
proportionately more low-income than high-income patients. It appears that, 
in response to direct billing, high-income patients switch to opted-in 
specialists. in contrast, low-income patients appear to delay seekindspecialist 
care. 

The results of this study suggest that direct billing physicians respond to 
reduced caseloads by 'inducing' demand from remaining patients. MSP 
payments per patient increase for both opted-out specialists and opted-out 
general practitioners, post direct billing. This increase docs not occur+equally. 
Opted-out general practitioners increase p v e n t s  for both low and high- 

-- 

income patients as well as the elderly. O$Fd-out specialists' payments 
increase for elderly patients. There arc no corresponding increases in MSP 
payments for matched, opted-in general practitioners or specialists. 
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THE IMPLICATIONS OF DIRECT BILLING 
FOR MEDICAL SERVICES 

1. Introduction 

1.1 The Heed for Reaeuch 

There exists a long-standing policy debate surrounding user fees for ' 

medical services in Canada. This debate is occurring amongst academics, 
= 

physicians, politicians, and the Canadian public. As  discussed by Plain 

The present health care policy debate [regarding direct billing for 
medical services] would be markedly assisted if the requisite 
hypotheses were tested and concrete evidence was used to 
support or reject a number of policy alternatives advanced by 
o r g d d  medicine and the Provinc@l and Federal Governments 
(p.15). 

The user fee debate has gaiqed renewed interest a s  Canadian federal 

and provincial governments strive towards deficit and debt reduction. The 

1995/96 federal government budget signrfcantly intensified this debate. The 

government has replaced the Established Programs Financing (EPF) 

which funded health care and post-secondary education, and the 

Canada Assistance Plan (CAP), which funded social services and social 

assistance programs, with the Canada Health and Social Transfer (CHST). 

Through the CHST, federal transfers for health care, post-secondary education, 

and welfare are now provided as a block grant to each province. This grant 

consists of cash and taxation po';tts. Allocations within this transfer are now 

provincial responsibhty. Federal Department of Finance figures show that, 



through the CHST, federal cash transfers to the provinces have dropped from 

$18.6 billion in 1995/96 to $12.5 billion in 1997/98,9 reduction of @most 

33%. 

All Canadian provinces and territories must adhere to the principles 

outlined in the Canada Health Ad (1 984) to receive federal health care funding. 
a 

The federal government enforces the principles of this Act through dollar for 

dollar reductions in transfer payments to any province which charges user fees 

for insured medical services. However, as a result of diminishing federal 

funding for health care, highhghted by the change to the CHST, provincial 

governments' acquicsence to federal standards for health care is' no longer 

guaranteed. Figure I highhghts the decrease in federal funding and the 

corresponding increase in private funding for health care from 1983 to 1994. 

Figure I - Currdian Health C u e  Punding By Source (1983 & 1994) 
Z 

Federal 
28.0% 

1 

23.3% 
Other Public Prtnincial 

5.1% 43.6% 

Federal 
21.9?! 

Other Public 

Source: Heam Canada, Poky  and ConsuWion BFwtch (1994). 

as printed in The Vancouver Sun, May 23, 1997, p. A3.  



1,2 Direct Billing for Medical Semites in BC 
B 
'd 

BC physicians have the right to 'opt-out" of the provincial Medical . 
Services Plan (MSP) and bill their patients directly (refer to AppendirA for 

regulations regarding opting-out across Canada). Patients of opted-out 

physicians submit their brlls to the MSP for reimbursement. There was  

minimal experience with opting-out in BC until a 1992 disagreement between 

the BC Medical Association (BCMA) and the provincial government. Shortly 

after being elected in October 199 1,  the provincial govemrnent enacted the 

Medical Practitioner Fee-for-Service Apportionment Act ( 199 1). This Act capped 

overall payments to BC physicians a t  $1.27 billion (2% higher than the 
4 - 

previous year's expenditures) and introduced individual income caps  of . 

$300,000 for general practitioners and $360,000 for specialists. This Act also 
< 

removed the BCMA's exclusive right to b a g a i n  for fees with government. At the 

same time, the provincial government introduced the Professional Retirement 

Sauings'Plan Agreement Extinguishment Ad (1991) eliminating a $25 million 

doctors' pension fund. 

In response to these Acts, bety e n  September 1992 and July  1993, 8 1 Z 
of BC's approximately 7,000 practising physicians 'opted-out', of the M S P  and 

began billing their patients directly. A 1992 'Direct Billing ~ u i d e " < s e n t  by the 

BCMA to its members described the benefits of direct billing as:  (1) enhanced 

personal and professional satisfaction; (2) greater patient responsibility, and;  

(3) the abi l ih  to set a fee-for-service commensurate with training and  

responsibilities. Direct b i l h g  physicians became responsible for 



administrative d other expenses associated ivith optin -out. They were also 9 " .  5 
Liable for bad debts. Opted-out physicians were no longer eligible for several 

benefit programs funded by the provincial government and  administered by the 
\ 

BCMA. This loss of benefits included the Canadian Medical Protection Agency 

(CMPA) liability insurance rebate (ranging froxn $2,000 for General 

Practitioners to $15,000 for Obstetricians), continuing medical education 
a = .  

funding, and group disability insurance. 

Opted-out physicians were entitled to extra bill patients above the 

standard MSP fees. Individual fees were negotiated withypatients prior to i 

senice.  Patients paid directly a t  the time of service and subsequently 
?'5 
J 

submitted their claims to the MSP for reimbursement. Patients' reimbursement 

was limited to,the standard MSP rates a s  negotiated between the BCMA and 

the provincial government. Opted-out physicians did not extra bill all of their 
--+ 

patients. Opted-out physicians 'price discriminatedN based upon their 

p e r h n a l  e s tma te  of their patient's ability to pay. 

Unfortunately, the exact dollar amount extra billed, and to which 

patients, is unknown. Based upon discussions with several opted-out 

physicians and staff of the MSP, patients were typically charged an additional - 
Y 

$5 for general practitioner officZ visits (MSP fee = $25) and  $10 for specialist 

consults (MSP fees range from $48 - $146). On average, a 15% premium was 

charged for other senices.  

. In December 1993, a new agreement was reached between the BCMA LC~ 

and go~;ernment. Gradually, most of these 81 physicians began opting back in. 



In September 1995, the BC government passed the Medicare Rotection Act,. 

disallowing extra-billing above the negotiated MSP rates. A s  of April 1997, o+y 

15 B€ physiqians remain opted-out. All of these physicians have signed 

individual contracts with the MSP stipulating they will not tharge above the 

standard rates. 

1.3 Purpose of the Study - 

This study empirically analyzes the impact of direct billing for medical 

services. The research goals are: ( I )  to discover whether physicians with 
, 

particular demographic and/or practice characteristics are more likely to direct 

bill their patients; (2) to investigate the impact of direct bllling on patient 

@. 

demand for m e d i a  services, and; (3) to discover whether physic ihs  respond - 
to changing patient demand. 

The 1993-1995 BC experience with opting-out marks the first sigzllfica,nt 

occurrence of diiectlextra billing for medical senices since the introducflon of iI 

.? - - 

the Canada Health Ad TQ984). A primary reason for the introduction of this Act 

was the federal g o v e d e n t ' s  desire to eliminate direct charges to patients for 

'medically necessary' services. The Act was introduced, to a 'significant degree, 

in response to large scX.e opting-out in Ontario in.-the 1970's. 

The-majority of the existing empirical evidence regarding user fees is 
7 

. - basedupon the experience of large American Health Maintenance 

Organkatlons (HMOs). These studies sample a largely working class, non- 



elderly population. - It is cpes t iondle  to generalize the results of these studies 

L.. - 

to a hniversalhealth insurance system such as Canada's. 

In contrast, this study analyzes the utilization p a ~ e r n s  of a 'population- 

based" sample. The rosters of BC's opted-out physicians included the poor and 

the elderly. Another benefit of the BC experience i s  that patients were free to , 

switch physicians in response to direct billing. Conseque patients 'pricew 
'a,. 

sensitivity to direct billing can be measured. 

As previously discussed, opted-out physicians self-selectively extra 

billed. Directlextra billing differs from nm-reimbursed user fees. Patients 

faced with direct b i b g  must pay 'out-of-pocket" a t  the time of service. 

However, depending upon whether patients are extra billed, all or  a significant 

portion of this up-front payment is subsequently reimbursed. This i s  an 

important d:stinction. The opportunie costs borne as a result of direct billing, , 

e.g. financial, psychological, etc,, differ from the costs imposed by non-  

reimbursed user fees. Patients andlo? physicians may respond differently to 

direct billing than they do to non-reimbursed user fees. The majority of the 
# 

misting literature analyzes the impact of non-reimbursed user fees and  

copajments.  This s k d y  is a mixed test of experience with dirict  and extra 

billing. The results uill show whether patients and physicians react differently ., 

to direct billlng than they do to non-reimbursed user fees. 



2. Literature Review 

2.1 The Debate Over V r e e "  Medicd C u e  

' Public policy inevitably involves trade-offs between competing policy 

goals, including: efficiency, equity, political feasibility, and generation of 

government revenue (Weimer 86 Vining, 1992). Effective public policy 
I - 

 maximize,^ social utility within given constraints while minimizing the loss 

associaled with these trade-offs. The provisionof 'frien medical care has  been 

characterized a s  the tradeoff between ove rconsum~on  and risk protection 

'l 
(Newhouse, 1993). '[Medical] insurance is shown plzkqly to have welfare- 

increasing properties though it seems clear also that optimal insurance may be 

less than complete insurance' (Culyer, 1989: 49). 

Economists divide consumer goods into two primary categories: search 

goods and experience goods (Nelson, 1970). A search &od is defrned as one 

for which consumers can detexmine the quality prior to purchase, e.g. 
4 

furniture. !n contrast, the benefits of experience goods can only be determined 

after purchase, e:g, legal serr'ices. It has been a p e d  there is even a third 

category, post-experience goods, for whch it is difficult to determine the 

.!:, benefits even after consumption (Weimer B6 Vining, 1992). There exists an 
1 -I 

information aspbetry between the purchaser and provider of experience 

goods. Medical services are generally characterized as either experience or 

post-experience goods, depending upon their level of acuity and the frequency ,. 

uith whlch they are purchased peimer  86 Vining, 1992). 



In Canada, medical senices are typically provided by independent 

groups of physicians remunerated through fee-for-service. A principal-agent 
li 

relationship exists between the patient and physician. The attending physician 

exercises authority on the patient's behalf'. Market failure due to information 

asymmetry is  the root cause of this agency transfer. Generally, the patient is . 

not aware of-the most effective course of treatment. '...patients cannot in 

general assess the relative quality of practitioners (in the outcome sense), if 

they could there would be no need of licensure to protect the public against 

incompetence' (Barer et.'al., 1979: 87). Patients' inability to make informed 

consumption decisions leads them to delegate authority to the attending 

physician. The patient relies heavily upon the physician to dia ose the P 
ailment and prescribe an appropriate course of treatment. The physician acts, 

in effect, a s  the 'demandei of services on. behalf of the uninformed patient. 

This agency transfer is also termed 'uninformed demand". 

.Principal-agent relationships are inherently imperfect. The information 

asymmetry that arises in h s  relationship results in social surplus loss. In 

Figure I1 below, D ,  represents the 'uninformed' consumption level, i.e. the 

quantity of medical care that a patient would purchase in the absence of 

perfect information regarding its benefits. pa D, represents the patient's 

"informed* demand schedule. The shaded area (abc) equals the 'deadweight 

loss' in consumer surplus resulting from the over-consumption (Weimer & 

Vining, 1992). 



Figure II - Conaumer Surplur Lou from Uninformed Demand 
for Medical Semites 

Uninformed consumption: 

Informed consumption: 

Deadweight loss if uninformed: abc 

Quantity 

T h e  potential for inefficiency due to information asymmetry between buyers 

and sellers ... is rarely great for search goods, often great for experience goods, 

and usually great for post-experience goods' (Weimer & Vining, 1992: 76). It is 

argued that inefficiency in the physician/patient relationship is  less than in 

tqpical principal-agent relationships because the physician includes a t  least 

part  of the patient's interests in his/her own objectives (Evans, 1984). 

In Canada, regulatory mechanisms have been introduced to minimize 

agenwloss  between physicians and patients. These include but are not 

r 
lunited to: 

only professionally qualified individuals are eligible to be licensed to 
practice medicine; 

an independent professional College of Physicians and Surgeons regulates 
the practice of medicine by monitoring the activities of physicians; 

patients require a referral from a general practitioner to see a specialist; 

c h c d  practice guidelines have been developed to guide the physician's 
care decision and minimize variations in patterns of practice, and;. 

the numbers of physicians and facilities available to them are rationed. 



/---- 
As discussed by Evans (1984): 

The primary justification for professional self-regulation is 
to protect providers from competitive market pressures - both 
competition among themselves and market entry by non- 
professionals - which wouM Vend to degrade or destroy the agency 
relationship (p. 76). 

ry 

In other jurisdictions, user fees for medical services have also been used to 

improve the physician /patient agency relationship. 

2.2 A Discussion of Umr Fees 

The benefit of user fees for medical services is the subject of heated 

academic debate. The primary area of disagreement surrounds the potential 

efficiency gain versus the potential inequitable impact. Those opposed to user 

fees emphasize their detrimental impact upon the poor and sick. Those in 

favour of user fees emphasize the significant potential for reduced utilization. 

The points of view regarding user fees appear to be geographically divided. In 

general, American researchers have tended to view user fees quite positively, 

: emphasizing their potential efficiency gains. In con'trast, Canadian and 

European researchers have tended to question the overall efficiency of user fees 

and emphasize equity concerns. 



2.2.1 Argument. in Favour 

Arguments in favour of user fees can be summarized under two main 

categories: provide correct incentives and prevention of 'unnecessary" 
- 

utilization of services. 

2.2.1.i Provide Correct Incentives 

Proponents of user fees argue that, if the patient views medical care as 

'freew, patient accountability is inappropriately reduced and over-servicing 

results. Numerous s tudes  show that cost sharing reduces patientsJ use of 

medical services (Beck, 1974; Roemer, 1975; Beck & Home, 1980; Lohr et. al, 

1986; Roddy et. all 1986; Manning et. al. 1987; Cherkin et. al., 1989, 1990; 

Fahs, 1992; Newhouse, 1993). At the same time, revenue generated from user 

fees improves both providersJ and government's balance sheets. 
, 

Evidence from other industries shows that agents are typically more zisk 

averse than are principals (Stightz, 1974, 1975; Holmstom, 1982). In 

medicine, the physician is the agent and the patient i s  the principal. The 

-3 

implication is  that physicians may, in an attempt to minimize risk for both , 

patients and themselves, provide care that patients would otherwise not choose 

to receive. T h e  combination of professional training with the perfectly natural 

human desire to 'do good' for one's patient leads to an overestimate of the 
\ i 

d 
1 efficacy of intententions relative to what can be scientifically substantiated" 

D 

(Evans, 1984: 77). 



. 
One of the appropriate policy responses to uninformed demand is to 

shift some of the risk to the principal (Stiglitz, 1974, 1975; Holmstom, 1982). 

User fees for medical services are one means to accomplish this shift. 'If the 

health benefits of free care are minimal, one can infer that the positive 

externalities of free care are less important than the efficiency gains of cost- 

'% 
sharing" (~ewhouse, 1993: 351). a 

2.2.1 .u Reduce Unnecessary Utilization 

Proponents of user fees argue that an up-front charge tempers 

'umecessary" use of medical services. This - argument can be divided into three 
, 

components: (1) medical care is currently oversupplied relative to population 

needs; (2) 'unnecessary' use is the result of frivolous demands by patients, 

and; (3) in response to user fees, patients will selectively reduce or eliminate 

these frivolous deman Unnecessary consumer demand for medical services P 
has been termed the consumer's 'moral hazard" (Newhouse, 1993). It is 

argued that 'first-dollar' medical coverage encourages individuals to take less 

care in ensuring that illness does not occur and, when illness does occur, 

encourages patients to consume senices beyond the point at which marginal 

cost equals marginal value (Culyer, 1989). There is some evidence that 
* 

physicians who charge user fees '...repgft-significantly less frivolous use of 

their s e ~ c e s '  (Wolfson 86 Tuohy, 1980: 70). It is very difficult to distinguish a 
/ 

'necessary' from an 'unnecessary" medical senice. Researchers have 

lnstorically used change in patients' health status as a proxy for measuring the 



impact of user fees. Some American studies have concluded that user fees do 

not detrimentally impact population health status. The notable exception is 
- 

the very sick and very poor ( b h r  et. al., 1986; Manning et. al., 1987; Cherkin 
\ 

I 

et. al., 1989, 1990; Newhouse, 1993). 

Aiding the theoretical arguments in favour of user fees, it is apparent 
4 

that the public's attitude towards direct charges for medical services is 

changing. A 1996 opinion poll of 1,040 Canadians by Insight Canada 

Research indicates that 59% of those surveyed object to the federal A 

government's decision to penalize.provinces who charge user fees for medical. 

People were asked the question, 'do you support or oppose the federal 

government's decision to penalize pr6vinces that allow facility fees to be 
- 

charged to patients in private clinics receiving medically necessary services?". 

fees was highest in Western and Atlantic ~ a n a d a . ~  Today, the 

to tie payment to levels of use. This phenomenon may 

be partialiy explained by the Canadian publi, f 's increasing exposure to user 

fees in other parts of the health care sector, e.g. prescription medications, % 

physiotherapy, chiropractic services. 

In 1994, the Organization for Economic Cooperation and Development 

(OECD) alth care policies in seventeen developed countries and 

found that: 2i 

I 

as printed in The Vancouver Sun, August 26, 1996, pp.A1,A4. The results of this survey are 
considered accurate to withm 3.1%, 19 t imes out of 20. 



- 
Canada is the only country studied which, since 1984 [the 
introduction of the Canada Health Act], makes no charges for 
services covered by federal law. . . In most countries, charges 
have been bcreased moderately and extended to more items, 
partidarty m the 1990%. . . Most countries have exemptions for 
the poor and certain other categories and have some maxima for 
the user charges patients can be called upon to pay during a 
specified period of time (OECD, 1994: 17). 

Proponents of user fees generally conclude that some initial cost-sharing 

should be introduced, to temper unnecessary use, combined with a maximum 

'out-of-pocket' expenditure, to address the needs of lower income groups. 

2.2.2 Arguments Opposed 

Opponents of user fees argue-that the positive externalities gained by 

providing all members of society 'frrst-dollaf medical coverage outweigh the 

efficiency of some unnecessary utilization. It is argued that the 

si@cant information asymmetry that exists between the provider and I 
recipient of care leads to a market failure that requires comprehensive 

insurance coverage (Barer et. al., 1993; Evans et. al., 1 9 9 3 ~ ;  Stoddart et. al., 

2.2.2.i Do Not Target "Discretionary" Services 

User fee opponents argue that a si&luficant proportion of ' n e c e s w  

utilization is reduced by copayments. I t  is argued that patients do not possess 

the necessary fore-knowledge to ascertain exactly when access is appropriate 
F 

(Lindsay, 1969; Culyer, 1971; Roemer et. al., 1975; Evans, 1984). Moreover, 

/ there is a very small scope of 'discretionary' services attributable to the patient 



(Evans et. al., 1993~).  A l97Q's Canadian review of user fees revealed that 

" 
* patient charges are as likely to discourage services which physicians regard as 

'needed' as those physicians judged to be 'uruieeded' (Barer et. al., 1979). As 

discussed by Evans et. al. (1993~): 
9 

When people must pay out of pocket, they are less likely to seek 
care. But they are as likely to forego 'needed' as 'unneeded' 
care. . . There appears to be no evidence to support the 

. proposition that user fees differentially discourage 'abusive' care 
(P- 32). 

Barer et. al. (1979) suggest that: 

There is little, if any, evidence to suggest that patients are the 
primary generators of marginalfy needed care and no evidence 
whatsoever to suggest that prices tend to deter that segment of 
care first. Therefore, while there are a number of potential 
avenues for introducing personal accountability, analyses of them 
converge upon the same conclusions - consumption of necessary 
care may be deterred, aggregate health care expenditures are 
influenced marginally, if at all, and there is little reason to believe 
that direct charges by an individual do not in themselves reduce * 

health care use, since additional provider-generated utilization , 

can easily offset this reduction (p. viii). 

2.2.2.ii Physician-Induced Demand 

User feesappear to incite both a negative demand and a positive supply 

effect (Beck, 1974; Beck 86 Home, 1980; Fahs, 1992). Opponents of user fees 

argue that, in the absence of first-dollar coverage,' conFumer ignorance permits 
9 

physicians to 'induce' demand for medical senices (Arrow, 1963; Evans, 1973, 
Y 

1974; Reinhardt, 1978; Rice, 1983; Cb@q, 1989; Fahs, 1992). This 

'physici&-induced demand' argument challenges the assumption that 

consumer preferences ultimately determine patient demand. It is argued that, 



due to physicians' increased knowledge regarding the outcomes from treatment 
a' > 

dternhves,  physician preferences account for a significant proportion of 

demand for medical care. Physicians may induce demand when threatened by 

loss of income, i.e. when patients decrease utilization due to user fees. . 

Physicians respond to a projected income loss by exerting upward pressure on 

the payments received per patient. Some have argued that physicians exercise 

this discretionary power to achieve a target income (Evans, 1973). 

2.2.24 Disproportionate Impact Upon the Poor and Sick 

Opponents of user fees emphasize their differential deterrent effect. 

Existing evidence suggests that user fees transfer the relative cost from the well 

to the sick and from the wealthy to the poor (Enterline et. al., 1973; Beck, 

1974; Roemer et. al., 1975; Beck 86 Home, 1980; Stoddart & Woodward, 1980). 

The utilization of medical services is not evenly distributed. Lower socio- 

economic groups traditionally use more medjcal s e ~ c e s ,  Patient income and 

health status appear to be positively correlated (United States Center for Health 

s t a & t i c s , ~ ~ n ;  Beck & Home, 1980; OECD, 1994). 30V? of American h 
#- 

care expenditures are accounted for by only 1% of the population. The 

highest-using 10% of the American population account for 72% of total costs. 

Among the highest-using 1% of the American population, 48% are elderly (Berk 

& Monheit, 1992). Consequently, the proportionate dollar impact of a medical 

, , sentice user fee is greater upon the poor and sick (Beck, 1974; Barer et. ah, 



1979; geck & Home, 1980; Rain, 1982;Evarrs, 1984; Evans et. al., 1993; 

StocBart et. al., 1993). - 
User fees have been broadly described as a 'tax on the sicY. T h e  

pridnq effect of substituting u&r fees for tax fmance is cost-shifiing, the 

transfer of the burden of paying for health care from taxpayers to users of carem 
t 

(Beck & Home, 1980). As discussed by Evans et. a* (1993;): + 
A shift to more user fee fmancing redistributes net income from 
lower to higher income people, and from sicker to healthier 
people. The wealthy and the healthy gain, the poor and &k * 

lo se... schemes to exempt those a t  lowest incomes, or to link 
charges to taxable income, mitigate but do not reverse the effect b 

(PP. 2-3). 

Barer et. al. (1979) state that: 

1 -'-i Qa 

. ..chafges whose aggregate levels for a given family are direct 
functions of utilization only will involve perverse wealth transfers - 
from t3e ill to the health and, to the extent that the poor are less 
healthy than the rich, from low- to high-income earners (p. 11 I) .  

2 .2 .2 . i~  Political Implications 

Opponents of medical senice user fees describe them as a 'slippery 

slope*. Once user fees are intrduced,  the temptation to continually increase 

them is  too much for politicians to resist., At some point, the burden of su  
Y 2 

3 

charges on patients becomes sufficiently severe such that a ban on private 

insurance coverage cannot be sustained (Evans et. al., 1 9 9 3 ~ ) .  As discussed 

by Barer et. al. (1979): 

. . . direct charges will benefit providers, private insurance 
companies, and the provincial government. Direct charges will 
serve a s  an injection of additional funds into the sector and thus 
a s  a source of increases in provider incomes. Furthermore, 
exposure to any sigmfkant directqarge is likely to lead 

t 

'iij 
17 



consumers to seek supplemenhty .private insurance coverage. 
Finally, direct charges provide a means of keeping the lid on 
health care expenditures in government budgets while allowing 
total (public plus private) expenditures to rise. The-snare is not 
likely to end up empty. It will be frlled by those unfortunate 
enough to become ill, for it is they, and only they, who will feel the 
effects of direct charges @. viii). 

Opponents of 'system-wide' copayrnents acknowledge'there may be 

circumstance$ where a selective service user fee can 'steer people from a less 

to a more appropriate care setting, e.g. emergency room visits in which care 

could have been provided in a physician's office' (Evang et. al., 1993c: 26). 

2.3 The ~nterhrtional Experience with User Fees 

The American experience with medical service user fees has  been 

extensively studied. Ln contrast to Canada's universal, single-payer, public 

medical insurance system, the US system consists of numerous private 

insurers plus government sponsored programs for the elderly (Medicare) and 

welfare recipients (Medicaid). American health insurance is  typically provided 

through employment. Employers contract with health insurers and pay some 

or all of the preniiums for their employees. It is estimated that more &an 
4 

'\ '~ 40,000,000 American citizens, primarily the working-poor, have no health 
\ " 

insurdnce. /- 

Due to the nature of the US health care system, American user fee 

research tends to be focused at a micro rather than system level. The reviewed 

studies empirically analyze the impact of user fees for a speclfic group of 

patients in a specific insurance setting. Most frequently, these studies capture 



a working, non-elderly population. Clearly, this limits the studies' 

generalizability to a universal insurance system. 
, - 

-- 

I ,  

2.3.1 The Rand Health Insurance Experiments 

Arguably, the' most well-known American user fee studies are the Rand 

.Corporation's series of experiments during the 1970's and 1980's. With a 

supporting grant in excess of $120M, the Rand Corporation analyzed the 

utilization patterns for 2,000 non-elderly families.4 The Ran&Corporation , 

describes its experiments as  'intended to illuminate the theoretical debate 

regarding the cost-benefit of 'free" carew (Newhouse, 1993: 351). The Rand 

Corporation designed its sample to be representative of both urban and rural , 
s 

regions throughout the United States. Families were assigned to one of 

fourteen fee-for-service insurance plans covering hospital, medical, dental, . , _ -- 
1 

pharmaceutical, vision, rehab, and hearing services. Copayment rates among . 

the 14 plans were one of 0, 25,5d, or 95%. Enrollees were subject to one of O 

-, 

three maximum dollar expenditures'(MDE), set at 5, 10, or 15% of annual 

family income up to $I :000US. Participation in the experiment ranged from 

three to five years. For the duration of the experiment, p a . ~ i p a n t s '  hadlth 
6 

service utilization was restricted to their allocated insurance plan. The results 
r 

of the R i n d  Corporation studies are published in a series of articles by various 
1 

members of the insurance experiment group (Newhouse et. al., 198 1 ; Manning 

# 

Medicare enrollees aged 62+ were not analyzed by the Rand Corporation. 



et. al., 198 1,  1984, 1987; Brook et. al., 1983; Keeler & Rolph, 1983; Lohi- et. 

al., 1986; Newhouse, 1993). - .  

, 
The Rand Corporation concludes that 'frrst-dollaf coverage of medical 

services increases total expenditure. Higher initial cost sharing simcantly 

reduces hospital admission rates (Manning et. al., 1987). The  more families 

had to pay out-of pocket, the fewer medical services they used. Relative to the 

free care plan, the 25% copayment reduced u h k a t i o n  approximately 20%; t 

- 
5 0 % ~  coinsurance about 25%; and 95% coinsurance about 30%." (Newhouse, 

1993: 358). Expenditures in the 'catastrophicm insurance plan were 31% lower 

than in the zero out-of-pocket plan. The Rand Corporation estimates the 'pricq, 

elasticity of demand' for medical services to be approximately -0.2, with a 
4 

generally similar impact for both inpatient and outpatient care (Manning et. al., 

1987). The only exception was for children's hospital admissions, which do not 

-I 

appear to be affected by copa_vment. 

The Rand Corporation concludes that, although copayments appear to 
I 

reduce overall uthzation, they do not successfully target more 'discretionary" 

medical services. The copyament schemes reduced the demand for both r 
I 

'necessarqc. and 'unnecessary' care ( h h r  et. al., 1986). With the exception of 
d 

the Yerq. poor' 5, all income categories showed similar reductions in utilization 

in response to copayment. For very poor farndies, however, copayments appear 

to inappiopfiakly delay the onset of care. Very poor f a m h e s  used less 

- 
j i e h e d  w t h m  Rand's sample as the most disadvantaged 6% of the population. 



-P 

ambulatory services and rnodosp i t a l  senices when faced with copayments- 

(Newhouse, 1993, p. 340). 

The Rand Corporation used several healtb status measures to answer 

whether or not copayments negatively impact patients' health status. They 

conclude that the only sociodemographic group whose health appears to be 

significantly adversely affected by copayment i s  the %cry poor'. Mortality rates 
t 

for the very poor receiving 'free" care were 10% lower than in the corresponding 

copayment plans. This was largely due to decreased blood pressure. When 

faced with copayment, the poor did not seek early enough intervention for high 

blood pressure. Very poor families on the Ooh copayrnent plans also 

demonstrated better vision and dental health (Newhouse, 1993). 

Based on their results, the   and Corporation predicts that a widespread 

increase in copayments would reduce demand for medical services. T h e  

majority of the employed population is neither sick nor poor. As a result, we 

can virtually rule out any substantial adverse effect among the group subject to 

increased initial cost sharing' (Newhouse, 1993: 344). 'For most individuals, 

the cost of free care seems substantial and health benefits minimal. As a 

result, there is a good case for initial cost sharing for the majori6 of the 

population' (Newhouse, 1993: 351). The Rand Corporation concludes that 

more intensive medical services should be better covered than less intensive 

scnices. They note, however, that for the 6% of their sample that are very 

poor, the health b e f i t s  of free care are measurable m d  significant. The Rand 

Corporation argues that this result is primarily due to decreased blood 



pressuie and improved vision and dental health (Newhouse, 1993: 371). 

/ 
Consequently, initial cost sharing for the vtry poor is not recommended, 

b 

Strong criticisms have been levied against the Rand Corporation's 

experiments, including 'technical problems with the experimental design, 

failure to discuss pre- versus per-experimental data comparisons that weaken 
\. 

the reported results, and insufficiency of information in the reports and cited 

references to support the conclusions* (Welch et. al., 1987: 148). According to - 
Rand's detractors, these fundamental h i t a t i o n s  result in overstatements of 

the level of statistical significance in expenditure differences between the 

copaymg and non-copaymg insurance plans. Rand's critics question the 1 
b 

validity of the proposed 30% reduction in utilization due to copayment. They 

argue that only 8-10% of the population accounts for over 56% of total health 

care expenditures. Moreover, the coefficient of variation for expenditures 
" 

ranges from 200 to over 600% (Welch, 1986). In contrast to the Rand 

Corporation's conclusions, critics argue that, '[Rand's] observations suggest 

that the phenomena under study are more complex, and/or that the data 

avadable may be less useful than they seem' (Welch et. al., 1987: 152). 

A fundamental limitation of the Rand Corporation experiments is that 

they offer no insightainto the impact of coyr"6ents upon the elderly. The 

experiments exclude all Medicare eligible individuals, aged 62+. The Rand 

Corporation describes the rationale for excluding the elderly as: ( I )  minimal 

federal interest in changing the Medicare program at the time, (2) assumption 

that elderly reactions to cost-sharing would be different and should be e 



analyzed independently, and (3) administrative simplicity (Newhouse, 1993: 

11). Detractors point out that the elderly are proportionately the largest psers 
of the health care system. This age cohort accounts for about 60% of all health 

care spending. Moreover, the basically healthy mainstream population i s  a 

shrinking part of health care utilization. The high and rapidly growing 

proportion of costs are generated after the s placed in the system and, 

increassngly, for people whose circumstances are incompatible with informed 

choice (Evans, 199 1). 

Arguably, the most sigmfkant limitation of the Rand Corporation's 

experiments is that, by design, the impact of 'system-wide' copayrnents cannot 

be ascertained (Stoddart et. al., 1993a). The sample of patients do not 
. 

represent a sigmficant proportion of physicians' rosters in any of the selected 

locations. At most, copaying patients comprise 2% of physicians' total patient 

population (Newhouse, 1993). Consequently, the impact of reduced patient 
- L 

demand upon physicians' incomes is minimal.. By design, these experiments 

cannot account for the impact of physician beha+iour changes in response to 

decreased patient demand (Evans et. al.: 1993d). Critics argue that this 

lunitation renders the results irrelevant to a universal health system in which 

-/" an entire physician's roster would be subject to copayment (Evans, 199 1; ' 

Evans et. al. 1993d). 'The [Rand] study did not, and by design could not, show 

whether copa_vment led to an overall system-wide reduction in utilization and 

costs.' (Evans et. al., 1993c: 15). Critics point out that the United States, 

which relies the most h e a d y  of all OECD countries upon user fees to control 
I 



health care costs, is the country where health system costs are increasing most 

rapidly. The United States spends proportionately more of its GDP on health 

care than all other OECD countries, while more than 40 million Americans 

have no health insurance ( o ~ D ,  1994). 

.. 
2.3.2 Other American Studies 

Additional American research has focused on the impact of user fees for 

a captured population within a particular insurance environment. The study 

populations range from a large Health Maintenance Organization (HMO) in the 

P ific Northwest, to the welfare population of California. 
p" - 

2.5.2.i The California Medicaid Copayment Experiment 

Between January 1972 and July 1973, a $1 user charge was imposed 

on California Medicaid beneficiaries for the first two visits to a physician and 

$.SO for the frrst two drug prescriptions received each month. Medicaid is  a 

government funded insurance program for low-income families. In 1973, there 

were more than 2,000,000 California Medicaid beneficiaries. 

Roemer et. 4. (1975) analyzes utilization patterns for a sample of-10,687 

Medicaid beneficiaries from three California counties (San Francisco, Tulare, 

.and Ventura). These counties were chosen to be reesqnta t ive  of both 

urban/ rural distribution and ethnic/racial composition of beneficiaries (p.459). 

i 
The utilization patterns of h s  sample are compared to a matched, non- 

copaying control group. Utilization rates are analyzed for the 6 months 



immediately preceding and the 12 months immediately following the 

introduction of the copayrnent. The results are divided into six q 

periods between July 1, 197 1 and 'December 31, 1972. b 

Roemer et. al. (1975) find that, immediately following the introduction of 

copayment, utilization of ambulatory doctor visits declines. After a brief lag, 

L 
however, hospitalization rates in the copay cohort rise to levels higher &an 

those of the non-copaying control group. This increase in hospitalizations more 

than offsets the savings from physician visit reductions. Roemer et. al. (1975) 

conclude that the increase in hospi ons is due to inappropriate -T? 
postponement of ambulatory care. They propose that the user fee imposes a 

barrier to care for the Medicaid population. Roemer et. al. (1975) apply the 

existing cost for physician visits and hospital days to the identified utilization 
Y 

changes. Based on this data, Roemer et. al. (1975)$stimate the 'net cost" to 
e 

the state $f introducing user fees for Medicaid recipients to be $1,228.1 SO. 
L ,  

They conclude that copayments are 'penny-wise and pound-foolish' (p.457). 

2.3.2.ii United Mine Workers Health Plan 

Until July 1977, members of the United Mine Workers of America 

( u ~ A )  received frst-dollar coverage for physsian and hospital services. \ - 

Between July 1977 and March 1-978, a 40% copayment for physician visits and 

out-patient hospital services was introduced, to a maximum of $500 per year. 

A $250 annual deductible for hospital inpatient services was also implemented. 

Following this five month period, the copayrnent was changed to a flat $5.00 



,..? 

.c-, 
' user fee for physician services (to a maximum of $100 per year), a $5.00 user 

fee for prescription medications ftona maximum of $50 per,year), and in-patient - 

h Y F 
hospital setvices returned to f?-&ar coverage. 

7 
Several studies analy& this experience (Schemer, 1 9 8 w o d d y  et. al., 

* 

1986; Fahs, 1992). Roddy et. al. (1986) analyze *e utilization patterns of a 

sample of retired UMWA members from Pennsylvania. All persons sampled 

were non-Medicare beneficiaries. Roddy et. al. (1986) compare utilization rates 

from the pre-copayment period (January - July 1977) to the f r s t  and second 

years of copayment (Apnl 1978,,; March 1980). Fahs (1992) reviews patient C i 
utilization patterns in a single, large physician practice in Pennsylvania. Her 

data set consists of a copa'ying experimental group of UMWA workers and a 

non-copaying control group of United Steelworkers sewed by the same 

physician practice. Fahs (1992) analyzes utilization patterns over a three year 

period surrounding the introduction of copayment (one year preceding and two 

years following copayment). More than 80% of the physician practice reviewed 

is comprised of patients from either UMWA or United Steelworkers. 

Co sequently, Fahs (1992) enables analysis of physician behaviour in response a 1 \ G 

to changes in patient demand. 

!. 
Roddy et. al. (1986) find that the introduction of copayment significantly 

of ambulatory services in the first year following 

copayment. However, utilization rates return to their pre-copayment levels in 

the second year of analysis. Roddy et. al. (1996) conclude that, 'the effects of 

copayment on utilization. . . appear to be relatively short-lived, particularly for 



ambhlatory care visits of a less discretionary nature (visits that were neither for 

acute, self-limiting conditions nor for preventive care)' (p.876). +ahs (1992) 
- 8  

frnds that physicians react to this reduction in utilization by UMWA workers by 

increasing the number of subsequent visits, lengths of stay, and billed 

ambulatory care services for their non-copaying patients. Total expenditures 

for non-UMWA patients increased 7%. Expenditures for inpatient care rose by 

19%. The average severity level fw hospitalized patients, both UMWA and 

United steelworkers, decreased following copayment. Fahs (1992) concludes 

that 'when the economic effects of cost sharing on physician services' use are 

analyzed for all patients within a physician practice, the frndings are- 

remarkably different from those of an analysis limited to those patients directly 

affected by cost-sharing' (p.26). She argues that those elements most likely to 

be altered by 'physician-induced demand" are those treatment steps initiated 

by physicians, e.g, lab tests, subsequent visits, etc. Fahs (1992) concludes 

that 'the results provide substantial empirical evidence consistent with the 

4 
predictions of the physician-induced demand hypothesisw (p.37). 

2.3.2.iii Group Health Cooperative 
c 

An increasing share of the American population is  enrolled in Health 

Maintenance Organizations (HMOs). HMOs provide a wide range of health care 
\ 

services in exchange for pre-paid premiums. They typically employ physicians 
\ 

and remunerate them through a salary or a combination of salary and 

performance incentives. Group Health Cooperative (GHC) in Washington State 



i s  one of the largest, non-profit HMOs in themunited States with almost 700,000 

patient visits were free of cbarge for all GHC enrollees until July 

g July 1, 1985, GHCJs more than 44,000 State of Washington 
-. 

employees and their dependents were requued to pay a $5 copayment for all 

visits to physicians, p ian assistants, n u m  practitioners, optometrists, 
JfT 7 

and physical therapis ose unable to pay at  the time of the visit were billed 

by mail. 

Cherkin et. al. (1989, 1990) examine the impact of this user fee. A non- 

equivalent control group design compares-the changes in utilization for four 

types of preventive care services: physical examinations, visits and 

prescriptions for persons with cardiovascular disease, childhood 

immunizations, and cancer screening tests. The utilization patterns of 3O,4 15 

State employees are compared to a matched control grocp of 2 1,633 Federal \ 

government employees and their dependents. Federal government employees 

were chosen as the conpol group because Cherkin et. al. believed they were the 

most sociodemographically similar to State employees. Utilization rates are 

compared for the last year prior to and the frrst year following introduction of 

the user fee. Cherkin et. al. (1989) note the main limitations of this study as 

(1) a single, established staff model HMO, (2) a middle-income employed 

population under 65 years old, and (3) persons who were enrolled continuously 

for a 2 year period fp.676). 

/- 
Gherkin et. al. (1989) find no statistically signirkant differences between 

the experimental and control groups in terms of he& status, race, and 
'@ 

I 
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income. The State employees do, however, have significantly higher levels of 

education than the Federal e-mployees. The introduction of a $5 user fee for 

office visits results & an 11% decrease in primary care visits and a 3% drop in 

specialty care visits. This reduction is twice as large for women as for men 

C 
under age 40.Jfhe user fee was a greater deterrent to persons who were 

previous 'high users" (defied a s  those persons with more than 10 primary 
- 

care visits in the previous year) (p. 669). 

In .their' second study, Cherkin et. al. (1990) discover a 14% decline in 

the rate of ph&cal examinations for State enrollees as compared to Federal 

enrollees, adjusted for age, sex, and family size. User fees have the largest 

effect on physical exams for children of both sexes, a 20-25% decrease. While 
\ 

no simcant effect is noted for adult males, utilization rates for adult females 

decrease by 15% (p.29). User fees decrease primary care visits among users of 

diovascular medications by almost 20%. User fees do not, however, 
, 

a si@cantly decrease the number of cardiovascular prescriptions filled (p.3 1). 

The immunization rates for young children and the cancer screening rates of 

middle-aged women are not affected by the user fee (p.36). 

Cherkin at. a1 (1990) conclude that, 'for employed populations, cost- 

containment strategies that include small copayments for ofice visits have little 

adverse impact on u h t i o n  of the most valuable types of preventive services." 

The authors note that their samples do not contain low-income persons. 

Consequently, their conclusions cannot be generalized to poor populations. 



2.3.3 International Rersuch 

The international research regarding medical service user fees is quite 
C 

limited. In addition to the European study discussed below, a number of 
> 

recent African studies were reviewed. These user fee studies are included in 

the reference list. They are not, however, specifically discussed in the following 

, ' literature review. The applicability of the African user fee experience to a 

j universal health system is very limited. The issues facing 'developing" health 

systems aie s i g . c a n t l y  Merent .  

2.3.3.i Subsidized Dental Care in Norway k 

Dental care in Norway is provided free of charge for children up to 18 

years of age. Norway does not, however, have a national insurance program for 

adult dental care. Some Nonvegian counties recently introduced a 75% public 

dental subsidy for residents aged 19-20. G w e n  et. al. (1996) review the 
j 

impact of this subsidy on dental care utilization and dental health. a 

Grytten et. al. (1996) randomly sample 870, 19-20 year old males doing 

military service. In Nonvay, appr +ately 75% of males perform 1 year of 

mi&- service. A logistic re e ~ i o n  model estimates the impact of the 
* 

$ 

db 
subsidy program. Demand fk dental services is the dependent variable. Price, 

individual income, employment status, and travel time to the dentist are the 

independent variables fp. 122). 

Grytten et. d. f 1996) find that the ir;Sroduction of the public subsidy 

scheme has  no effect on the demand for dental care. In addition, the subsidy 



scheme and dental health do not appear to be corrh'ated (p. 124). Grytten et. 

al. (1996) conclude that 'once dental care is  no longer free a t  the point of 

consumption, different levels of copayments have no or very little impact on 

demand' (p. 125). These results mirror the conclusions of previous studies of 

dental care copayments. The greatest effect appears to be for those on a 'free" 

plan compared to those with some form of copayment. There does not, 

however, appear to be much variation in utilization rates amongst varying 

levels of copayment (Manning et. al., 1985; Myeller and Monheit, 1988). 

2.3.4 The M e w e  of the International Experience 

User fees reduce patient demand for medical senices, a t  least over the 

short-term. It i s  unclear whether these reductions are sustained over the long- 

s term. The most si@cant change in utilization appears to be a t  the shift from 

'free' care to some copayment, rather than amongst copayment rates. The 

reduction in patient demand does not occur uniformly. User fees appear to 

differentially affect females and low-income patients. It appears that, in 

, responseto user fees, 'poor' patients delay seekmg care to the po-ht where 

their health status drops and their hospitalization rates increase. User fees do 

not appear to detrimentally impact 'non-poor' -patientsy health status. 

The applicability of existing international studies to Canada's universal 

medical insurance system is somewhat limited. None of the reviewed studies 

are drawn from a 'population-based" patient sample. Most studies analyze 

only the non-elderly, working class. Clearly, overall population health needs 



* differ ~ i g ~ c a n t l y  from just the working population. Research h a s  shown that 

age and utilization are positively correlated, while income and utilization are 

negatively correlated (United States Center for Health Statistics, 1972; Beck, 

1974; Newhouse, 1993; OECD, 1994); 

International research regarding physician response to changing patient 
S 

demand is  very limited. Only one of the reviewed studies was able to ascertain 

the 'physician-induced' component of demand (Fahs, 1992). From this study, 

it appears that research ignoring the physician-induced component of demand 

is insufficient. User fees appear to incite both a negative demand and a 

positive supply effect. In reqponse to dropping caseloads, physicians appem to 
e 

/ 

'induce' demand from remaining patients. This result calls into question user 
, 

fees' overall effectiveness at reducing utilization rates. 

2.4 The Cmnaditn M e d i d  Inrrrrurcs System 

Cahada has never had a 'free market" for medical care. Private, for- 

profit hospitals have never played a signiricant role (Evans, 1984): In all 

Canadian provinces and territories, government is the single-payer for insured 

medical senices. Payment from the irfdividual patient is neither required. nor 

allowed. There is no private competition for insured medical services. The 

publicly administered medical plan acts a s  an intermediary between the client 

(patient) and the physician. The medical plan pays physicians for all 

'medically necessary' services provided to insured residents of the province. 

The medical plan is funded through general taxation revenue and annual 



medical premiums (in Alberta and British Columbia only). The nature of the 

client / physician/ payer relationship is depicted Figure 111 below: 

Figure IIX - Irlature of the Client/Physidrs/Payer Relationship 

Physician 

The Canada Health Act (1984) 

Since 1968, Canada has had a universal, publicly funded medical 

insurance system known as 'Medicare'. The fundamental.principles upon 

which Medicare was founded were first enacted in the Health Insurance and 

Diagnostic Senrices Act (1957) and subsequently in the Medical Care Ad (1966). 

According to these Ads, all senices perfo-med by physicians in hospitals are 

insured benefits for all residents of Canada. However, under these Acts 

provinces were entitled to charge user fees for medical services. 
- 

The federal government enacted the Canada Health ~a (1984) in 

response to growing public concerns over ' o u t - ~ f - ~ o c k e ~  payments for insured 

medical services. Since the introduction of the Medical Care A d  (1966), several 

provinces had experimented with user fees for medical services. In addition, 

nearly 20% of Ontario's physicians had opted-out of the Ontario Health 



insurance Plan (OHIP) and were direct/extra billing their patients. The Canada 

Health Acf (1984) entrenched the parameters of Medicare. The Act i s  based 

upon the principles of comprehensiveness, accessibility, universality, public 

administration, and portability. These five principles are discussed in Figure 

N below: 

Figure N - Principles of the Canada Health Act (1984) 

Comprehendvenau - all medically necessary hospital and physician 
services must be publicly insured. , 

Acceuibility - reasonable access to medically necessary services must be 
provided in all provinces without financial or other barriers. 

Univerdity  - insured, medically necessary hospital and physician services 
must be maqe available for all residents on uniform terms and conditions. 

Public Administration - all medically necessary hospital and medical 
services are to be provided without reference to private insurance schemes. 
Private insurance may, however, cover other services and benefits. 

Portability - residents are eligible for insured coverage across Canada. 

The federal government continues to enforce the principles of the Canada 

Health Act (1984) through dollar for dollar reductions in transfer payments to 

any province which charges user fees for insured medical services. 

2.4.2 Direct Billing vs. The Cmada Hedth Act 

Physicians in each province are entitled to 'opt-our of their provincial 

medical insurance plan and blll patients directly. Each province has  developed 

i t s  own regulations regarding extra b d h g  above the negotiated fee schedule 



{refer to Appendix A). Patients who utilize opted-out physicians are faced with 

paging 'up-front? for medical services. In contrast to the typical 

client/ provider/ payer relationship depicted in Figure 111, the &ationship 

amongst opted-out physicians, patients, and the payer is depicted in Figure V 

below: 

Figure V - Nature of the ~ l i e n t / ~ h ~ d d a n / ~ a ~ a r  Relationship for 
Direct Billing Physicians 

Client 

/;eeS+ +servicJ 

Physician 

a 1 
The Canada Health Act (1984) states that, 'in order to satisfy the 

criterion respecting universality, the health care insurance plan of a province 

must  entitle one-hundred percent of the insured persons of the province to the 

insured health services provided for by the plan on uniform terms and 

conditions [emphasis added]' (p.7). It is arguable that direct and extra bilhng 

contravene the universality requirement of the Act. Physicians who direct bill 

impose a financial burden on some patients and not others. Moreover, if 

physicians are allowed to 'self selectiveljr opt-out, it is  not hkely that the entire 

pro55nce udl be faced with direct b&g. Such a circumstance may violate the 



'uniform terms and conditionsw criteria. The potential violation of the Act i s  

less certain if patient reimbursement amounts to 100% of the direct billed 

amount. Extra billing appears to contradict the Act. Patients are reimbursed 

less than their out-of-pocket payment. 

Probably the most intensely debated principle of the Canada Health Ad 

(1984) i s  accessibility.' The Ac? states that 'reasonable accessw to all medically 
, 

necessary services must be provided in all provinces. However, the term 

'reasonable access' is not specifically de f ied  within the Act. The scope of 

insured medical services has expanded sigruficantly since the introduction of 

Medicare almost 30 years ago. Tfirs expansion is the result of growing medical 

/'- 
knowledge, technology, and public expectations. In the 1990's, the 

d 

affordability of an ever-expanding scope of publicly insured health care services 

has  been called into question, This debate has  been intensified by Canadian 

governments' need to constrain overall spending. Not surprisingly, politicians 

have shied away debating which specific health services should no longer 

receive public funding. Is reasonable access a third, fourth, or fifth opinion for 

the same medical condition? I s  reasonable access hlgh-tech, expensive 

treatment for end stage cancer or liver disease? Or is  reasonable access a 

necessary level of publicly funded health care that can be sustainably afforded? 

'Reasonable access' is a complex concept, including a t  least timeliness and 

pro.xirnity to the patient. 

Whde it is has been shown that user fees impede access (Beck & Home, 

1980; Wolfson & Tuohy, 1980; Plain, 1982; Newhouse, 1993), it is not clear 



whether they impede reasonable access. Surely, reasonable access i s  more 

than just the removal of a financial barrier. 'First-doll& access to a limited 

scope of medical senices is not necessarily reasonable. Similarly, a financial 

barrier that inappropriately impedes access to a broad scope of medical 

services is also not 'reasonable'. I t  does not appear that 'reasonable access" 

equals 'first-dollar coverage'. It can be argued, therefore, that reasonable 

access can be obtained with or without user fees. 

-" 

2.5 The Canadian Experience with U n r  Fees 

Recent empirical Canadian research regarding the impact of medical 

s e ~ c e  user fees is very limited. This lack of empirical study is most likely the 

result of the Canada Health Act (1984) which effectively eliminated user fees for 

insured medical services (refer to section 2.4.1 for more details). However, 

several Canadian studies empirically review the experience with user fees prior 

to the introduction of h s  Act. 
A 

2.5.1 The Sukatcherran Experience (1968 - 1972) 

Between 1968 and 1972, the Saskatchewan govemment instituted a 

33% copa_vment for insured medical services and a 6% copayment for in- 

patimt hospita.! m + x s .  The effect of these copayments is examined by Beck 

71973) and Beck & Home (1980). Beck 86 Home (1980) andyzes pooled, cross- 

sectional random samples of 40,000 Saskatchewan families before, during, and 

afrer copajments. Physician claims and hospital u h t i o n  statistics are 



analyzed from 1963 to 

against marital status, 

1973. Medical services per family are linearly regressed 

patient gender, patient location (urban/rural), family 

income, patient age, and year in which the service was provided. , 

Beck 8b Home (1980) find that user fees sigmiicantly reduce the 

utilization of medical services. The 33% copayment reduces the utilization of 

medical services by almost 6%. There i s  no corresponding reduction in 

utilization for in-patient hospital services. The impact of the copayrnent was 

not equal. The reduction in use from low-income groups (<$5,000 annual 

income) was three times stronger (an 18% reduction in medical s e ~ c e  

~ t i l i z a t i on ) .~  Beck & Home (1980) conclude that the copayment effect for 

medical senices 'likely undekstates the behavioural response of consumers to 

. direct charges" because the sypply response of physicians to decreased 

demand by patients is not measured (p.797). Beck & Home (1980) do not 
P. 

conclude whether of not user fees drfferentially reduced 'unnecessary" vs. 

'necessary" medical services. 

2.5.2 The Quebec Experience (1969 - 1972) 

The province of Quebec adopted compulso"ry, universal insurance for in- 

patient hospital senices in 196 1. Universal coverage was extended to medical 

senlces in 1970. En t e rhe  et. al. (1973) examines the impact of this policy 

shift upon utilization of medical services and patient satisfaction with the 

based upon the 'average' fam*. Usmg sociodemographic characteristics of the sample. 

38 



hed th  care system. Two household surveys are conducted on the 'non- 
F 

institutionalized' population of the metro-Montreal area of Quebec. In each of 

the two 12-month surveys (August 1, 1969 - July 3 1,  1970; August 1, 1971 - 

July 3 1, l972), 6,000 households in the region were contacted. Respondents 

were asked to 'self-report' their change in utilization as a result of the 

introduction of universal medical coverage. Patient demographic 

characteristics, frequency of physician visits, and attitudes towards services 

received were all captured (p. 1 175). 

Enterline et. al. (1973) discover that the introduction of 'fust-dollar" 

coverage does not impact the overall utilization of medical services. Physician 

visits remain constant a t  approximately five per year. There is, however, a 

marked utilization shdt from persons in higher to lower income groups. 

Persons in the lowest income category f<$3,000 family income) increase their 

visits per year by 18.2%. Persons in the highest income category (>$15,000 

family income) reduce their number of visits per year by 9.4%. Enterline et. al. 

( 1973) conclude that the equity of care provision, based upon medical need, 

improves with first-dollar coverage. They suggest that a barrier to care existed 

for low-income groups prior to universal medical insurance (p. 1175). 

Utilization change by age is inconsistent. For those aged < 17 yrs, 

physician visits decrease by 6.8%. Persons aged 65+ increase their number of 

visits by 5.2% (p. 1176). At the same time, physician telephone contacts 

decline 14%. Physician home visits decline 59%. Enterline et. al. (1973) 



presume that telephone contacts and home visits are used when patients are 

sicker and can't get to the doctor. 

This study reveals the political fallout from this policy shift. Only 8.0% 

of the Montreal population felt that the quality of care improved with the I 

introduction of Medicare. There was a strong inverse correlation between 

respondent income and the percentage who believed that care improved. The 
7 

wealthier population was less likely to see improvement (p. 1177). Based on 

their results, Enterline et. al. (1973) conclude that 'the removal of economic 

barriers to medical care may actually improve the general health of the 

population" (p. 1 178). 

2.5.3 The Ontario Experience (1972 - 1979) 

Between 1972 and 1980, nearly 20% of Ontario's physicians opted-out 

of OHIP and began direct bilhng their patients. Opted-out physicians were 

entitled to extra bill above % - OHIP/Ontario Medical Association (OMA) 

negotiated fees. Patients of opted-out physicians were subsequently 

reimbursed at  tkie OHIP rates. 

Stoddart & Woodward (1980) examine the qualitative aspects of this 

experience, They conducted a telephone survey of 1,769 Ontario households. % 

4 

Their sample includes the four Ontario counties which had the highest 

percentage of opted-out general practitioners at  that time. The study includes 

respondent groups with and without experience with extra-billing. Their 



results rely upon self-reports. Consequently, it is not possible to confirm 

wheber or not these self-reports corresponded to actual changes in utilization. 

S tddar t  8& Woodward (1980) show that 'self-selectivelf' physicians tend 

to opt-out in clusters. Opting-out ranged from a low of 5% in internal medicine 

to more than 40% of all obstetricians/gynaecolbgists. The opting-out rate also 

varied across Ontario counties, from 2% in Thunder Bay to almost 50% in 

Peterborough County. Ontario physicians with relatively high income patients 

were more likely to opt-out. Most patients responded to directlextra billing by 

remaining with their existing physician and paying the difference between the 

direct fees and the OHIP reimbursement rate (pp.7-8). 

Direct billing reduced patients' demand for medical services. 19% a f  

respondents whose physician direct-billed reported that they visited the 

physician less often. A further 14% indicated there had been at  least one 

occasion on which they should have seen a doctor but did not (p. 18). The 

'pooi were more likely to report reduced utilization due to extra billing (p. 1 3 ) . ~  

Direct billing appears to reduce the public's satisfaction with medical 

services. Only 63% of respondents who faced direct billing were 'satisfied" 

with their medical coverage a s  compared to 93% of those who did not face 

extra billing. 

7households were defined a s  'poor' if their incomes were $5,000 or less with a fame size of 
one, $10,000 or less with a f a m e  size of two or three, and $15,000 with a farndy size of four or 
more 



As a complement to S tdda rd  & Woodward (1980), Wolfson & Tuohy 

(1980) link interview data from Ontario phys ci s with OHIP practice profile T 
data. Wolfson & Tuohy (1980) analyze the attitudes of Ontario physicians 

towards direct billing through a Wt ten  questionnaire. The second stage of 
\ 

their analysis includes a regression model comparing the billing patterns of 

386 opted-out physicians to matched, opted-in physicians. Billing patterns 

between May 1975 and J a n u q  1976 are analyzed. 

Wolfson & Tuohy (1980) fmd that a physician's decision to opt-out is  not 

taken in isolation. Each physician examines his/her circumstances relative to 

colleagues in a given medical community (p. ix). 21% of the opted-out 

respondents reported that the Ontario Medical Association (OMA) was 

influential in their decision to opt out. 37% reported that influence from peers 

affected their decision (p.49). Opted-out physicians had higher than average 

billings for their specialty prior to opting-out (p.67). Opted-out physicians were 

more likely to be Canadian citizens, located in a high average income county, 

and had been in practice for a longer period of time than their opted-in peers 

(p.55). 85% of opted-out physicians 'price discriminated' according to their 

personal estimate of their patient's ability to pay (p.59). On average, opted-out 

physicians' prices exceeded the OHIP fee schedule by 16% (p. 185). 

Wolfson 86 Tuohy (1980) hypothesize that physicians opt-out to 

substitute price for volume. They presume that opted-out physicians will see 

less patients but bdl more dollars per patient to make up the difference. In an 

earlier study, Wolfson (1975) found that opted-out general practitioners had 



fewer patients per physician but provided morg services per patient. Wolfson & 

Tuohy (1980) find that patient loads of opted-out physicians are markedly 
L 

' smaller than their opted-in counterparts b.62). As a result, the net income of 
a 
opted-out general practitioners and medical specialists drop. average 

payments per patient were higher for opted-out surgical specialists but not 
d 

sufficiently so to compensate for smaller patient loads (p.64). Wolfson & Tuohy 

(1 980) conclude that: 

. . . there is no indication that opting out in itself made a 
difference to physicians' behaviour. Except in limited 
circumstances, the patient loads, hours of work, waiting times for 
appointments, or other important dimensions of a given 
physician's practice did not appear to differ according to whether 
he was opted in or opted out (p. ix). 

They go on to state that: 

. . . there is no evidence that opted-out general practitioners spent 
more time with their patients or offered a different volume or mix 
of services than did opted-in general practitioners, over-all, 
opting-out does not seem in itself to have made much difference 
to medical practice behaviour. Our hypothesis that physicians 
opted-out to substitute price for volume instruments - to see fewer 
patients at  less hurried rates and to generate fewer discretionary 
services - has not been borne out (p. 188). 

According to Wolfson 86 Tuohy (1980), the primary effect of opting-out is 

a financial one. Opting-out presents patients with lrect charges for medical 4 
care. They conclude that 'opting out constitute threat to the universality of # 
the health insurance system. It erects financial barriers to care while having 

little effect on practice behaviour itself (p. 194). 



2.5.4 The Alberta Experience (1979 - 1982) 

Numerous Alberta physicians extra-billed patients in the late 1970's and 

early 1980's. The extra-bill per physician service was, on average, 33% higher 

than the negotiated Medicare payment rate. Extra billing ranged from 11% for 

x-rays to 55% for some medical procedures and surgeries (Plain, 1982). 

Plain (1982) analyzes the prevalence of extra-billing in various 

specialties. He also reviews the rates charged in proportion to total billings, 

and the variation in charges by patient's age and income. In Alberta, the 

frequency of extra-billing ranged from a high of 92% for plastic surgery to a low 
g 

of 17% for thoracic surgery. Only 8% of total services were extra-billed. 

However, the percentage of services extra-bille,d ranged from 40% in 

ophthalmBiogy to just 2% in neurosurgery (p.6). Surgical specidst  services 
7$ 

were extra-billed more often than either medical specialist or general 

practitioner services. Plain (1982) presumes this is due to a higher 'price 

elasticity of demand" for generalist services (p.4). 

Extra-billing in Alberta was p r i m d y  an urban phenomenon. 47% of 

physicians in Alberta's cities engaged in extra-billing. Only 29% of physicians 

extra-billed in towns, 1 1% in villages, and 8% in rural locations (p.7). 

Physicians' average extra-billings in Calgary and Edmonton (Alberta's two 

largest cities) approha ted  $l,OOO/rnonth. Extra-billed amounts were 

n@gible in rural areas of the province (p.2 1). Plain (1982) discusses the 

urban dominance of direct billing a s  an unexpected result. He argues that 

patients in rural regions do not have the same opportunity to 'doctor switch' as  



d ~ ' ~ a t i e n t s  in urban areas. Plain (1982) explains this unexpected result a s  an 

oversupply of a number of specialties in Alberta's urban areas and a 

corresponding desire for these physicians to generate income. He also suggests 
+ 

that this result may be partially a function of urban physicians' ability to 

maintain arionymity (p.8). 

/ 
h e  distribution of physician earnings from extra-billing was not 

% 

uniform, The top 9% of Alberta extra-billers earned 43% of total extra-billing 

payments. Plain (1982) suggests that almost one-half of the extra-billers ., 
i 

Alberta served as a screen for the small number of 'super extra-billers" (p.9). 

Alberta's extra-billing physicians 'price-discriminated" based upon their 
Iv 

personal perception of their patient's ability to pay. There is some evidence 

that this price discrimination was effective. The incidence of extra-billing was 

highest for patients in the highest income bracket (19%) and lowest for patients 

aged 65+ and welfare recipients (4%) (p. 11). Physician's extra-billing of welfare 

recipients declined over the three-year review period. In contrast, extra-billed 

revenue from all other social sectors increased over this timeframe (p. 11). - 
Plain (1982) concludes that 'self-selected" direct/extra billing 

differentially affects patients in specific geographic locations and with 

particular medical needs. He states that 'because of extra-billing] the goal of 

'ensuring all Canadians are guaranteed the right to utilize medical services in 

accordance with their medical needs rather than their ability to pay is as 

unattainable in 1982 as  it was prior to the passage of the Medical Care Act in 

1966" (p.20). 'It is the magnitude of the individual extra-billing, the out-of- 



pocket charge, which is relevant from an access and utilization viewpoint not 

the ratio of total extra-billing to the totat paymeriV' (p.5). , 

2.5.5 The M e s s a g e  of the Canadian Experience 

The Canadian experience shows that user fees ~ i ~ c a n t l y  reduce 

patient demand for medical services. User fees do not, however, appear to * 

, selectively ttaget more 'discretionas$ types of care. Moreover, user fees appear 

to be.a greater deterrent to low-income patients. Based on this evidence, 

Canadian researchers have concluded that a barrier to care exists for the poor 

in the absence of "first-dollar coverage' for medical services. 

Physicians do not choose to direct bill in isolation. Direct billing occurs 

in geographic and specialty clusters. Consequently, "self-selectedyirect billing 

differentially impacts patients in specific geographic locations with particular 

medical needs. There is some evidence that direct billing physicians attempt to 

'price discriminate' by differentially billing patients in higher income brackets. 

However, physicians' ability to effectively target patients with a greater ability 

to pay is unclear. Physician response to reduced patient demand has not been 

thoroughly studied in the Canadian context. Consequently, the overall impact 

of user fees on medical service utilization has not been definitively determined. 



2.6 Summary and Implications 

- The existing literature consistently shows that user fees negatively sect 

patient demand. However, user fees' overall impact on medical service 

1 - 
utilization remairis unclear. This i s  because research regarding physician 

response to changes in patient demand is remarkably limited. ' 

In the majority of the empirical studies reviewed (Lohr et. al., 1986; 

Manning et. al., 198 1, 1984, 1985; Cherkin et. al., 1989, 1990; Newhouse, . 

,1993), copaying patients comprised a very small proportion of sampled 

physicians' rosters. As a result, a significant drop in patient demand did not 

translate into a sigdicant income drop for sampled physicians. As discussed 
\ 

by Fahs (1992), .research focused solely on the patient-induced component of 

demand is  inadequate: l 

When the economic effects of cost sharing on physician services' 
use are analyzed for all patients within a physician practice, the 
fiidings are remarkably different from those of a n  analysis limited 
to those patients directly affected by cost-sharing (p.26). 

Some researchers suggest that total medical expenditures (public + private) 

actually increase following the introduction of user fees (Barer et. al., 1979; 

Evans et. al, 1993a). 

A fundamental benefit of thjs study is that both patient and physician- 

induced components of demand will be empirically analyzed. Opted-out BC 

physicians direct billed their entire patient roster. Consequently, if direct. 

biUing exerted si@cant downwpd pressure on patient demand, opted-out 

physicians' incomes were'signrficantly decreased. 



In BC, patients of opted-out physicians were required to pay directly for 

medical semices. However, all or a large portion of this' cost was subsequently 

reimbursed. Physicians 'price discriminateds based upon their personal 

estimate of their patients' ability to pay. Consequently, the opportunity costs 

borne by patients a s  a result of direct billing, e.g, financial, psychological, etc., 

differ from typical non-reimbursed user fees. The results of this study.will 

show whether patients and/or physicians react difierently to direct billing than 

they do to non-reimbursed user fees. 

In contrast to the majority of the empirical research, this study is based 

upon the utilization patterns of a 'population-based" sample. Patients of all 

income, age, and gender categories were affected by direct billing. The use of a 

population-based sample greatly enhances the generalizability of the results. 



3. Hypotheses 

The present health care policy debate [regarding direct billing] 
would be markedly assisted if the requisite hypotheses were 
tested and concrete evidence was used to support or reject a 
number of policy alternatives advanced by organized medicine 
and the Provincial and Federal Governments (Plain, 1982: 15). 

This study adds to the existing literature by empirically examining the 

impact of direct billing for medical services. Existing Canadian empirical 

research into user fees is based upon data<from the 1960's and 1970's [Beck, 

1974; Beck & Home, 1980; Wolfson & Tuohy, 1980; Stoddart & Woodward, 

1980; Plain, 1982). Much has changed in the socio-economic and political 

chmate since that time. More recent Canadian studies (Barer et. al.,  1993; 

Evans et. al., 1993; Stoddart et. al., 1993), are based upon literature reviews 

rather than original empirical study. 

The first two hypotheses deal with the propensity for physicians to direct 

bdl. opted-out and opted-in physicians will be compared based upon their 

demographic and practice characteristics. The remaining hypotheses deal with 

the utdization of medical senices in response to direct billing. Each hypothesis 

is written in the nuil form. 

The fust step in the analysis involves a determination of what types of 

physicians direct bill. The demographic and practice characteristics of opted- 

out  and opted-in physicians m compared. 'Ibis stage of the analysis examines 

ivhether direct ba ing  physicians are representative of the medical profession. 



Alternatively, are there particular demographic and/or practice characteristics 

that indicate a physician's predisposition towards direct billing? 

~ o l :  Opted-out phgskiuru' ag., gendm, and ye- in practice in Srltlrh 
Columbia are identical to opted-in physicians, p n  direct billing. 

Failure to reject the null hypothesis (Hol) would suggest that the 

propensity to direct bilI is  shared by physicians of different ages, genders and 
1 - T 

years in practice. However, if (Hol) is rejected, evidence i s  provided that 

physicians of a particular age, gender, and/or length of time in practice are 

more Likely to self-selectively direct bill their patients, 

Ho2: PrCor to direct billing, optedsut physicians' total number of 
putlcnts per p h g d c b ~  and total Medical Services P l a n  (MSP) payments 
put putfent a m  identical b opted-in physicians. 

Failure to reject the null hypothesis (Ho2) would suggest that opted-out 

physicians had reprewntative caseloads and practice styles prior to direct 

billing. If (Ho2) is rejected, evidence is provided that physicians'with 

particular practice caseloads and/or practice patterns are predisposed to self- 

selectively direct b h g  their patients. 

The second stage of the analysis involves reviewing the impact of direct 

billing on patient demand for medical services. 

Ho-3: TobI nwnbar of patients per phgdcfan deus not changefor direct 
billing physicians follsxuing the date of opting.out. m n t s  of dwatcnt  
ages, pnd.rs, and inc~ms L.urls do not nvttchphysiciwts or delay 
seeking catr in rcclpenu to ditsct billing. 



Failure to reject the null hypothesis (H.03) would indicate that direct 

billing does not impact patient demand for medical s e ~ c e s .  This result would 

suggest that direct billing affects patients Merently than do non-reimbursed 

user fees. The existing literature suggests that user fees significantly reduce 

patient demand and are a greater deterrent to females and 'poof patients 

(Beck & Home, 1980; Cherkin et. al., 1989, 1990; Newhouse, 1993; Stoddart - 
et. al., 1993a). If the null hypothesis (Ho3) is  rejected, the evidence would 

suggest that direct billing sigmficantly changes patient demand for medical 

services. Moreover, this result would indicate that direct billing does not 

impact patients of different ages, incomes, and/or genders equally. 

The last stage of the analysis examines the "physician-induced" 

component of demand for medical s e ~ c e s .  This analysis will show whether 

physicians respond to changing patient demand by altering their practice 

patterns. 

H&: Totul Medical &micas PLan (MSPf payments per patient do not 
chclnge for dirsct billingphgskCcuufollowing the dub of opting-out 
Billing patternsfor optad-in curd opted-out physicians ars the same for 
pt ients  of tiwerent crgsr, tmames, and genders, pm and post direct 
billing. 

Failure to reject the null hypothesis (Ho4) would indicate that physicians 

do not 'induce' demand for medical senices. The existing literature is 

inconclusive regarding physician response to changmg patient demand. In 

most of the studies reviewed, the sampled patients do not comprise a sufficient 



percentage of physicians' rosters to enable analysis of physician-induced 

demand (Brook eL al, 1983; Lohr at. al., 1986; Newhouse, 1993). If (Ho4) is 

rejected, evidence would be provided that physicians respond to changing 

patient demand. This result would support the 'theory of 'physician-induced 

demand" (Evans, 1984). This result would also show that direct billing does 

not affect patients of different ages, incomes, and/or genders equally. 

The conclusions drawn from this study are applicable to other medical 
1 

practice settings within Canada. All Canadian medical insurance plans are 

single-payer, publicly administered programs, governed by criteria laid out in 

the Canada Health Act (1984). It may, however, be inappropriate to apply the 

conclusions of this research to other health professions such a s  dentistry, 

physiotherapy, etc. The physician/patient relationship is unique. Patient and 

provider responses to direct bdling for other health care services may be 

significantIy different. 



4. Method 

This study empirically analyzes the impact of direct billing on the 

demand for medical services in BC. The research goals are: (1) to discover 

whether physicians with particular demographic and/or practice 

characteristics have a greater propensity to self-selectively direct bill their 

patients; (2) to investigate the impact of direct billing on patient demand for 

medical services, and; (3) to discover whether physicians' billing patterns 

- change in response to changing patient demand. 

4.2 Studv Design 

The hypotheses are tested using a quasi-experimental, pretest-posttest 

control group desi& (Ckmpbell& Stanley, 1963; Cook & Campbell, 1979). 

More than 180,000 patient claims are reviewed over a 2 year period. The data 

are divided into 8 quarter- i ear periods, based upon the physician's exact date 

. of opting-out. The 4 quarter-years immediately preceding the opting-out date 

are termed the pre period. The 4 quarter-years immediately following the . 
opting-out date are termed the post period. The data include Medical Services 

Plan (MSP) billings for 73 opted-out physicians and their matched, opted-in 

pairs [based upon specialty, community of practice, and previous NSP billings). 

The research design is summarized in Figure VI below: 



I (0 - observation, X - date of opting out) I 
This study is not limited by experimental demand artifacts because 

secondary data is gathered from a naturally occurring setting. Similar 

methodologies have previously been employed to analyze the billing patterns of 

independent groups of physicians (~oeme? et. al., 1975; Wolfson & Tuohy, 

1980; Cherkin et. al., 1989, 1990; Fahs, 1992; Litvack,& Bodart, 1993). This 

study is  not, however, a true experiment. Physicians self-selectively opted-out. 

Consequently, sampled physicians could not be randomly assigned to a billing 

condition. 

4.3 Sample 

Between September 1992 and July 1993, a total of 8 1 BC physicians 

opted-out of the Medical Services Plan (MSP) and began direct billing their 

patients. A list of these 8 1 opted-out physicians was obtained from the BC 

~ e d i c d ' h s o c i a t i o n  (BCMX). This list included the physician's name, MSP 

billing number, registered specialty, and registered location of practice. 

Unfortunately, adequate statistical information was unavdable  for 8 of these 

opted-out physicians. The resulting sample consists of 73 opted-out 4w 

physicians: 33 general practitioners and 40 speciahsts. More specifically, the 



specialist sample consists of 9 general surgeons, 6 internists, 4 

obstetricians/ gynaecologists, 2 ophthalmologists, 9 orthopaedic surgeons, 3 
Sr. 

\r 

plastic surgeons, 1 psychiatrist, and 6 urologists. These 73 opted-out 

physicians practice in 14 separate BC communities. 

This study analyzes the billing patterns for a small and diverse sample of 
sl 

opted-out physicians. Consequently, it was not appropriate to randomly assign 

opted-in physicians to a control group for comparison. 'Randomization only 

produces groups that are 'equal on the average' when the s a p l e  is  large 
> 

enough to allow the positive and negative deviations about the average to 

balancew (Churchill, 1995: 209). The 73 opted-out physicians are 'matched" to 

73 opted-in physicians for com&rison. Matching improves the prior equality 

of the comparison groups, increasing statistical power (Kerlinger, 1986; 

i 
Churchdl, 1995). The primary objective of matching is the elimination of 

biased comparisons between cases and controls (Schlesselman, 1982). Three 

matching criteria are used: (1) the physician' registered specialty; (2) Medical 

Services Plan (MSP) blllings in the year prior to the study, and; (3) the 

physician's designated community of practice. The three matching criteria are 

described in Figure VII below: 

2. MSP bdlings f+/- 10%) in the fiscal year prior; to the obsemation periud 
(when neither physician direct billed); 

L Pigum Mf - M e d h g  C t J t e Z b  1 1 

I 3 .  registered location of practice for receipt of MSP billmgs. I 

w 

1, 1. the physician's Royal College of Physicians and surgeons oLCanada --/ - 
fRCPSCf designated specialty; 

.-, . 
\ . 
\ 



The MSP annually publishes its payments to all physicians practising in 

BC. Opted-out physiciams' billings for the fiscal year prior to the study were 

obtained from this publication. The College of Physicians and Surgeons of BC 

publishes an annual medical directory of physicians' specialty and community 

of practice. These directories were used to locate opted-in physicians in the 

same registered specialty and community of practice as the 73 opted-out 

physicians. The MSP published payments were again used to determine which 

opted-in physicians received similar MSP billings (+/-lo%) in the year prior to 

the study. Figure VIII below describes a matching example: 

'i 

C 

t Ffgut. VIII; - A Matching Enarrrpkr I 
Step 1: a Nanaimo-based General Practitioner opted-out on June  15, 1993 

(within the 1993/94 fiscal year); 

Step2: his 1991/92 MSP billings were $160,000; 
therefore, - 

Step3: 'eligible", matched physicians are all opted-in Nanaimo-based 
GPs whose 1991 /92 MSP billings ranged from $144,000 to $176,000 
($160,000 (+/-lo%)). 

The process described in Figure VIII established a set of 'eligible", 

matched physicians. The exact 'matched' physician was chosen from this list 

via random selection. The random number generator on Excel (Version 5.0) for 

Windows 3.1 was used to complete dus task. Ideally, each opted-out physician 

would be matched to two or three opted-in physicians for comparison. 

However, due to the stringent matchmg criteria imposed, it was not possible to 

match each opted-out physician to more than one opted-in physician. A match 



meeting the special& and billings criteria could not be found in the same 

community of practice fpr 7 of the 33 opted-out general practitioners and 15 of 

the 40 opted-out specialists. In this circumstance, communities within the 

'most commonly referred to' Health Unit for that specialty were u&d as a 
0 

secondary practice location. This referral information is based upon a 

publication from the University of British Columbia, Fee Practice Medical 

- Senrice Expenditures Per Capita, and Full-Time Equivalent Physicians in 

British Columbia, 199 1 - 1992 (the most recent year for which this report had 

been published at the time of matching). 

- Matching added cost and complexity to the research design. However, 

the increased efficiency gains achieved through matching are si@cant. 

Matching improves the similarity of'the comparison groups, enabling extensive 

statistical analysis of a fairly small experimental population. Matching 

provides more reliable and eficient estimates of population parameters -. 
because precision is increased and sampling error is reduced. This improves 

\ 
the generalizability of the results (Kerlinger, 1986; Churchill, 1995). 

The d m q f  analysis for this study is patients' Medical Services Plan 

(MSP) claims. Although the sample of 146 physicians opt d-in and opted-out 5 
physicians is relatively small, this study analyzes more than 180,000 MSP 

claims over a 2 year period. The MSP patient claim includes information on the 

physician's dollar amount billed, number of services provided and type of 



service provided. A large number of patient specific variables are also 

captured, including: age, gender, and income. These data enable 
9, 

differentiation amongst patient and physician type. The MSP does not capture 
L 

patient claims for either the Insurance Corporation of BC (ICBC), which pays 
2' 

for accident related services for 'not-at-fault? drivers, nor Workers' 

Compensation Board PCB), which-pays for work-related injuries. - 

In June 1996, a list of 73 opted-out physicians and their 73 opted-in 
L P 

matched pairs was forwarded to the MSP. A record of each patient claim for 

these 146 physicians over a two year period was requested. Patient claims are 

divided into 8 age/gender categories (male and female aged 1 - 19, 20-39, 40- 

64, and 65+ yrs)8 and 3 income categories ($0-1 1,000, 11,001-19,000, 

> 19,000 annual income) (Appendix B details the MSP data request). 

In BC, physicians self-selectively direct billed. Each physician included 

in this study has a unique opting-out date.9 To obtain a true comparison 

between the pre and post periods, the MSP was requested to provide 2 years of 

b h g s  data for each matched pair based upon the exact opting-out date. 

These data are based upon the date-of-service and are gathered from one year 
=a 

prior to one year following the date of opting-out. Figure IX below describes the 

Note: data on patients aged < 1 year was not gathered. MSP advised that confounding 
circumstances, inclucfing utilization patterns of the child's mother, significantly h i t s  the 
accuracy of this informatior! 

., 

?Vote: some groups of physicians opted-out en masse. 



process for selecting billing dates of opted-out physicians and their matched 

I Step1 : physician A opts-out on June 15, 1993; 
1 I 

I Step2: physician B is an opted-in, matched pair for physician A; I 
I Step3: the 8. quarter-years analyzed for this matched pair are: I 

Jun 15/92 - Sep 14/92 Qtr 5 Jun 15/93 - Sep 14/93 Q$'l 
Sep 15/92 - Dec 14/92 Q 2 Qtr 6 Sep 15/93 - Dec 14/93 

Qtr 3 Dec 15/92 - Mar 14/93 Qtr 7 Dec 15/93 - Mar 14/94 
Qtr 4 Mar 15/93 - Jun 14/93 Qtr 8 Mar 15/94 - June 14/94 

DATE OF OPI'ING-OUT + 

NOTE: the billing dates analyzed are unique for each matched p@r 

Because the data is based upon each physician's exact opting-out date, this 

study controls for seasonality effects, e.g. utilization is typically higher in the 

winter due to colds and flu. % SF. 

Billings data were received from the MSP in ASCII format. Data were 

converted into Microsoft Access (Version 2.0) for manipulation and SPSS for 

Windows 95 for statistical analyses. Excel Version 5.0 for Windows was also 

used. 

4.4.1 Constructs m d  Variables 

The key construct operationalized in this study is the u h t i o n  of 
f 
i 

medical services. Medical s&ce uthzition is measured through two primary 

variables: (1) total number of patients per physician per period (# patients), 



and; (2) total MSP payments per patient per period ($ payments). Changes in # 

patients measure patients' 'price sensitiviw towards direct billing. For 

example, a reduced # patients for physicians following opting-out would 

suggest that patient demand is negatively impacted by direct billing. ,If # 

patients for the matched, opted-in physicians increases a t  the same time, it 

would appear that patients switch physicians in response to direct billing. 

However, if # patients for matched, opted-in physicians do not correspondingly 
t 

increase in the post period, the results would suggest that direct billing.reduces 

overall patient demand. 

Total MSP payments per patient per period are used to measure 

physicians' r sponses to changing patient demand. If direct billing physicians 3 
/ 1 

do not respond to changing patient demand, their $ payments should stay the 

& same following opting-out. Physicians may, however, increase their $ 

+' 
payments if direct billing causes their caseload to drop substantially. This 

result would suggest that physicians can 'induce" demand for their services. . 
I 

The patient and physician specific behaviours under review are described in 

Table I below: 

Table I - Primuy Constmicts and Variables 

patient demand for medical # patien@; 
services; 
patient switching; 

r physician-induced demand; $ payments; 
physician practice patterns; type of service provided, e.g. office 

visit, minor surgery, etc.; . 
patient economic status , MSP premium reimbursement. 



.A.4.2 Assumptions 
F 

: It i s  recognized that the f$lowing assumptions introduce error into the 

results of this study. However, review of the existing literature indicates that 

similar approaches have been taken in the past and are believed to be 

methodologically sound (Beck, 1974; Beck & Home, 1980; Wolfson & Tuohy, 

1980; Plain, 1982). 

1 .  . Physician Specialty - Specialty is defined as the physician's "most recent" 

Royal College of Physicians and Surgeons of Canada specialty designation 

as listed on his/her MSP claims fde. In practice, physicians may perform 

services outside of their registered specialty, e.g. GP anaesthesia, specialists 
1 

offering primary care services in rural communities. 

2 .  Location of Practice - It is assumed that a physician's MSP billing address is 

his/her actual location of practice. This assumption is problematic 

primarily for Pathologists who may receive payments in a single site but 

may practice in more than one location. No Pathologists are included in 

this study. 

3.  patient Income - Ideally, an income cut-off based upon patients' most recent 

tax returns would be used to distinguish 'low-income" from 'high-income" 

patients. Unfortunately, the MSP database does not include tax return 

information. However, BC is one of only two Canadian provinces (Alberta is 
/= I 

the other) that charge residents annual health care premiums. This 

premium reimbursement system is used to categorize patients into one of 



three income levels. The MSP premium reimbursement system i s  

summarized in Table 11, below: 

Table IX - MSP Premium Reimbursement System 

partial 

&m%ul boopra I ~ 1 P + a P 3 t u P  
*iznb~rraaraat 

1 $19,000 + I none I 

$0 - 11,000 

There are no means to differentiate amongst patients who receive greater 

full 

than $19,000 annual hicome. 

4.5 Statistical Analysis 

Four quarter-years of patient claims are analyzed prior to the physician's 

date of opting-out, and four immediately following the opting-out date. 

Quarters 1-4 aYe referred to as the pre period. Quarters 5-8 are referred to a s  

t he  post  period. Opted-out physidmr began direct billing in quarter 5. 

The statistical analysis includes paired samples t-tests, repeated measures 

analysis of variance, and multiple regression. Similar to an event study, the 

quarterly data are aggregated into pre and post periods for statistical analysis. 

- 

Aggregation reduces quarterly variation and produces better estimation (Clover 
.I --- 

?u, Balsley, 1979; Cook & Campbell, 1979; ~ h a h w i c k  et. at., 1984; Churchill, 

1995). The data are s t r a ~ e d  into four sub-sets for analysis: (1) opted-in 

general practitioners, (2)  opted-out general practitioners, (3) opted-in 



specialists, and; (4) opted-out specialists.. This stratification enables a 

comparison of the impact of direct billing upon general practitioners, who are a 

'point of entry' to care, and specialists, who require a GP referral and provide 

more episodic medical care. 

4.5.1 Chuacteristicr of Opted-Out Physicians 

Paired samples t - t e h  are used to calculate the mean diflerences in 

demographic characteristics between opted-in and opted-out physicians, pre 

direct billing. The demographic characteristic clude physician: age, gender, 
--. 
and years in practice (bawd upon the date o P @stration with the College of 

Physicians and Surgeons of BC). E ' e d  san/f t-tests are  also used to 

compare opted-in and opted-out physicians' n' patients and $ pa-ments  pre 

direct billing. These comparisons will offer some indic a s  to what types of 

physicians, if any, were predisposed to direct billing. 
L 

4.5.2 Demand for Medical Services 

Two fundamental measures of medical service utduation are analyzed in 

this study: (1) total number of patients per physician per period ( #  patients), 

and; (2) total MSP paj-ments per patient per period ($ payments). Each 

patient's treatment episode is the unit of analysis. Similar methodologies have 

pre~iouslq. been employed to analyze the impact of user fees on u h h a t i o n  

patterns (Beck, 1973; Beck & Home,  1980; Wolfson 86 Tuohy, 1980; Cherkin 

et .  al., 1989, 1990; Fahs,  1992). 



Total number of patients per physician per period (# patients) is  the 

primary variable used to measure patients' 'price' sensitivity to direct billing. 

If patient demand i s  negatively d e c t e d  by direct billing, opted-out physicians' 

I # patients should drop in the post period. Total MSP payments per patient per 

period ($ payments) are used a s  the proxy for the 'physician-induced' 
i '. 

coplponent of demand for medical s e ~ c e s .  Alternatively, the volume of 1- 

serv)ces per patient could have been used. $ payments is, however, a superior 

-*r 

measure of utflization than is volume of services per patient. Payments 

of the senice provided. Intensity is  gen 

reflected in a higher fee. It must be noted that physicians' MSP fees i n c r e w  

by 1.5% from 199 1/92 - 1993/94, the time period under review. This fee 

increase may cause3  general increase in $ payments for all physicians over the 

length of the study. It does not, however, skew comparisons between the 

experimental and control g r o y s .  The fee inc se applied equally to opted-out T 
and opted-in physicians. 

Analysis of variance (anova) is used to test the direct b d h g  on 

patient-induced and physician-induced components 

recognized that # patients and $ payments are not independent from the pre to 
Y- 

h e  post period. Consequently, a repeated-measures analysis of variance is 

used. The repeated-measures anow accounts for the lack s f  independence 

benveen the pre and the post measures and provides unbiased tests of the 



differences in # patients and $ payments. It also applies appropriate error 

terns .  The repeated measures anova increases the power of the results as 
9 - 

error from between-physician differences is reduced (Cook 86 Campbell, 1979). 

Differences due to the effects of opmg-out are measured with@ physicians 
< 

(within-subjects effects) from the pre to the post period. f i e  between and 

within-subjects factors are described in Table I11 below: 

Table III - Dew of the Repeated-Measures Anova 

I Physician . I  Billing I 

$ Payments @re and post) 
# Patients @re and post) 

Specialty 
GP / S~ecial is t  

4.5.2.ii Regression Analysis 

Status 
O~ted-In  / Out 

The repeated-measures e v a  provides unbiased tests of the effect of 

direct billing. However, the anova cannot measure either the direction or size 
7 

of this effect. Consequently, linear regression analysis is performed to augment 

-. the analysis. Regression analysihneasures the effect size and provides 

predictive models (Kennedy, 1985; Churchill, 1995). It is recognized that the 

regression tests do not adequately account for the repeated measures nature of 

the pre and p t  periods. Consequently, the standard errors of the regression 

co&cients are somewhat understated. However, an identical regr'ession + 

equation is defined for each of the four groups of opted-in 

general practitioners, (2 )  opted-out general practitioners, (3) opted-in 
'\ 



specialists, and; (4) opted-out specialists. Therefore, the understated standard 

errors are common to all the regression models and do not introduce any 

systematic bias into the results. The regression equation for each of the four 

groups of physicians is defmed a s  follows: 

# Pcrtients and $ Paymantk = PO + PlAgel-19 +P2Age40-64+ P&ge65- + 
P4LowInc + PsHighInc + PsGender flP7Posl-19 + PePos40-64 + P9Pos65- + 
P~oLowPos + f3iiHighPos + PlzGenPos + PlsPrePost + ei 

where: 

AQe 

Pos 

LolrIac 

Lowpoi  

HighInc 

HighPo8 

Gender 

GenPos 

RePost 

is a set of four dummy variables identifying patients aged 1-4, 5- 
19, 40-64, and 65+; 
is a set of four dummy variables representing the same age 
categories only in the post period; 
is a dummy variable i d e n w g  patients with incomes of 
$04 1,000; 
is a dummy variable representing patients with incomes of 
$0- 1 1,000 only in the post period; 
is a'dummy variable representing patients with incomes 
> $19,000; 
is a dummy variable representing patients with incomes 
> $19,000 only in the post period; 
is a dichotomous variable distinguishing males and females 
(0 = male, 1 = female); 
is a dichotomous variable distinguishing males aqd females on!y 
in the post period (0 = male, 1 = female); 
is a dichotomous variable distinguishing the four quarter-years 
prior to opting-out from the four quarter-years immediately 
following opting-out (0 = qtrs. 1-4; 1 = qtrs. 5-8). 

PrePost was originally included a s  an independent variable in each of 

the regression equations. However, coUinearity diagnostics revealed that 

BePost is strongly correlated with other independent variables. RePost was 

removed from the regression analysis due to multicollinearity concerns. The 

resulting tolerance values for the regression equations without PrePost improve 

It 
to acceptable levels. 



5. Results # 

7 
5.1 A Des&ipiior~~f Opted-Out Phyllfcians 

1 

BC physicians opted-out and direct billed in clusters. ' 19 general 

practitioners opted-out in Nanairno (95,-000 pop., located 11 1 kms no* of A 

Victoria, BC's ~ap i ta l ) ;  6 in Prince George (97,000 pop., located in BC's 

northern interior); 4 in Prince Rupert (17,000 pop., located on BC's north-west 

coast); and several others scattered throughout BC. With respect to specialists, 

6 general surgeons, 5 orthopaedic surgeons, and 3 urologists opted-out in 

North Vancouver; 4 internists in Nanaimo; 3 obstetricians/gynaecologists in 

Prince George; and several others scattered throughout BC. 14 BC 

communities are represented in this study. This clustering phenomenon 

mirrors the late 1970'slearly 1980's experiences with opting-out in Ontario 

and Alberta. In Ontario, opting-out ranged from a low of 2% of physicians in 

- ~ h u h d e r  Bay to more than 50% of physicians Peterborough County. In this Y 
experience, opted-out physicians were h e a d y  influenced by their peers and 

their medical association in making the decision to direct bill (Stoddart & 

Woodward, 1980). E x t r a - b k g  in Alberta occurred twice a s  frequently in 

Calgary and Edmonton than in the remainder of the province (Plain, 1982). 

It appears that younger BC general practitioners were more likely to opt- 

out. As depicted in Table V below, the mean age for opted-out general 
) 

practitioners is 46.7 years. The mean a&$ for matched, opted-in general 

practitioners is 53.4 years, simcantly older (p=.05). In contrast, opted-out 

specialists are similar in age to their opted-in peers. The mean age for opted- 

out speciahsts is 50.5 years. The mean age for opted-in specialists is 52.9 
w 

years,  not ~ i ~ c a n t l y  different. 



Opted-out and opted-in physicians have similar practice experience in 

BC. Years in practice (as measured by the physician's date of registration with 

the College of Physicians and Surgeons of BC) are not significantly different 

between opted-out and opted-in physicians. ?Xe mean length of time in BC 

practice i s  17.6 years for opted-out general practitioners, 2 1.0 years for opted- 

in general practitioners, 19.7 years for opted-out specialists, and 2 1 :2 years for 

opted-in specialists. 

It appears that male specialists were more likely to opt-out. 1 W o  of the 

opted-out specialists studied are male. Only 88% of ;he op t ed - ind i i a l i s t s  

are male, signrficantly fewer (p=.05). In contrast, the gender of opteddout 

versus opted-in general practitioners is not signf~cantly different. 97% of 

opted-out GPs and 93% of opted-in GPs are male. Characteristics of opted-out 
(I 

and opted-in physicians are described in Table IV below: 

Table N - Physician Characteristics 
Y 

@ 53.4 yrs 46.7 yrs 52.9 yrs 50. 5 yrs 
VeusfPBCP~set i~  . 2 1 . 0 ~ ~  17.6 yrs 21.2 yrs 19.7 yrs 

Om* 93% male 97% male 88% male 100% male* 
970 980 896 938* 

1 

+ = significantly different (p=.05) I I 

Table V also describes physicians' practice characteristics pre opting- 

out. Opted-in and opted-out general practitioners had similar caseloads prior 

to the date of opting-out. Opted-in GPs saw an average of 970 patients per 



qu&ter-year in the pre period. Opted-out GPs saw 980 patients per quarter- 
I 
1 

year in the pre period. However, opted-out GPs billed the Medical Services Plan 

4 (d~) significantly less per patient in the pre period (pz.05). While opted-out 

GPs billed an average of $39.79 per patient per quarter-year prior to opting- 

out, opted-in GPs billed an average of $41.87. 

It appears that specialists with larger caseloads were more likely to opt- 

out. In the pre period, opted-out specialists saw an average of 938 patients per 

quarter-year. Opted-in specialists saw significantly fewer patients an average 
r" --h 

of 896 patients per quarter-year (p=.05). Opted-in and opted-out speciatists 

5- 
billed similar amounts per patient in the pre period. Opted-out specialists 

billed an average of $89.12 per patient per quarter-year. Opted-in specialists 
+ 

billed an average of $9 1.65. 

5.2 Impact of Direct Billing on Utilization Pattern. 

This study analyzes two fundamental measures of medical service 

utilization: (1) total number of patients per physician per period (# patients), 

and; (2) total MSP payments per patient per period ($ payments). Four 

quarter-years of patient claims are analyzed prior to the physician's date of 

opting-out, and four immediately following the opting-out date. Quarters 1-4 

are referred to a s  the pre period. Quarters 5-8 are referred to a s  the post 

period. Opted-out phpridrsm beg- direct billing in  quarter 5. Changes in 

u h t i o n  patterns are measured through paired samples t-tests, repeated 
, 

measures analy-sis of variance, and multiple regression. f - 
i 
\. 



3.2.1 Patient Count 

Conventional price theory suggests that, in a competitive market, price 
-- 

increases to patients wil l  decrease physicians' volumes of patients (Culyer, 
rrr 

1989). # patients reflects patients' attitudes toward direct billing. Patients will 

switch away from opted-out physicians if they are 'price' sensitive to direct 

billing. 

5.2.1.i General Practitioners 

Figure X below displays the change in # patients for general' 

practitioners over the two years analyzed. Opted-out GPs-began direct billing 

in Quarter 5: 

Figure X - # Patients per General Practitioner 

Opthg-out Date 

Quarter 

Direct billing GPs lose large numbers of patients immediately following 

opting-out (between quarters 4 and 5). Opted-out GPs' caseloads appear to 

stabilize from quarters 5 through 7. Their caseloads may even begin recovering 



1, 

by quarter 8, one year into direct billing. This potenGal recovery in caseload 

must be interpreted with caution. ~Aar ter  8 marks the first notable increase in 

opted-out GPs # patients following direct billing. Moreover, it is the last period 

for which data was gathered. It is nearly impossible to predict whether this 

recovery would be sustained over the long-term. 

The results of the analysis of variance for general practitioners' # 

patients are displayed in Table V below: 

. Table V - The Effect of  Direct Billing 
on  General Practitioners' # Patients 

Tests of WfthinSubJects Etfectr - General Practitioners 

Measure: PATIENT COUNT 

a. Computed using alpha = -05 

SphericrtV Assumed 

The changes in # patients are measured within-subjects from the pre to the 

post period. The main effect (PTCNT) measures the change in # patients for 4 ' 

GPs, opted-in and opted-out. PTCNT shows that, overall, # patients per general 

practitioner changes significantly from the pre to the post period (p=.000). The 

Noncent. 
Parameter 

70.182 

11.621' 

> 

Source 
PTCNT 
PTCNT ' 
I N-OUT 
Enor(PTCNT) 

analysis of variance cannot show the direction of this change. However, from 

Figure X above, there appears to be a general reduction in patients per GP over 

the two years analyzed. This result could be caused by cyclical changes or 

Observed 
POW@? 

1.000 

.926 

Mean 
Square 

1986.963 

' 329.007 

28.311 

exogenous factors that s M e d  overall patient demand. 

Type I I I 
Sum of 
Squares 
1986.963 

329.007 

838671 

F 
70.182 

11.621 

df 
1 

1 

29623 

. 
Sig. 

.OOO 

.001 



4 

1 
The null hypothesis (Ho3) &mJ#rect billing does not affect the total 

number of patients per ge* practitioners is rejected. The two-way 

1 interaction (PKNT * IN-OUT) shows that, from the pre to the post period, the 

change in # patients is signif~cantly differently for opted-in versus opted-out 
9 

GPs (p=.001). However, the anova cannot measure either the strength or 

direction of this change. Consequently, regression analysis is performed to 

examifle this question. The identical regression equation is entefed for each 

both opted-out and opted-in general practitioners (refer to Chapter 4 for more 

details). The rggression results for the # patients of opted-out general 

practitioners are depicted in Table VI below: 

Table VI - Regression Coefficients for 
Opted-Out General Practitioners' # Patients 

I 

N & P t t k n t C o u n t - ~ f W O p b d 4 ~ t ~ d R ~  

Model 
1 ( M t  

AGEl-4 
AGES-1 9 
AGE40-64 
AGE%- 

'POSl-4 
POS5-19 
POs.40-a 
P O W -  
LOWINC 
LOWPOS 
HlGHlNC 
HIGHPOS 
GENDER 
GENPOST 

Collineanty Statistics 

F= 109.86, sig. = ,000; R = .W2, adj. R =  .Wf 
a. DepsrdsrRVPmbb: PTCOUNT 



The regression results show $hat females are more 'price' sensitive to 
4 

direct billing for general practitionem' services. GENPOST shows that direct 

billing GPs lose 15.5% of their female patients in the post period (p=.022) 

(determined the regression m f i c i e n t s  ((4.122-. 63 7)/ 4.122)). Direct billing 

general practitioners do not differentially lose patients in any particular age or 

income categoq in the post period. 

The identical regression equation was entered for the control group of 

opted-in general practitioners. Table VII below displays the regression results 

for # patierits of opted-in general practitioners: 

Table VI I  - Regression Coemdents for 
Opted-In General Practitioners' # Patients 

AGEl-4 
AGES-1 9 
AGE4-0-64 
AGE65- 
POS1-4 
PO=-1 9 
POW-64 
POsss- 
LOWINC 
LOWPOST 
HIGtilNC 
HIGHPOST 
GENDER 
GENPOST 

F = 101.58, sig. = ,000; R = .039, adj. R =  ,039 
a B q m c h t  V.ri.#s: PTCOtfPiT 

sig. 
.m 
.m 
,000 
.MI1 
.002 
-41 6 
.m 
.m 
,855 
.000 
.536 
.ow 
.500 
.&37 
.813 

itatistics 

VIF 

2.163 
2.429 
2.564 
2.584 
2.149 
2.474 
2.683 
2.667 
2.985 
2.868 
3.015 
3.197 
1.838 
2.499 



The # patients per opted-in general practitioner does not charwe from 
# 

the pre to the post period. None of the indepe~dent age, income, or gender 
/ 

variables are correlated with the dependent P T C O L I ~ .  

5.2.l.i Specialists 

A similar analysis is performed for the # patients of opted-out and opted- 

in specialists. The change in # patients per specialist over the two years 

studied is depicted in Figure XI below. Opted-out specialists began direct 

billing in Quarter 5: 

Figure XI - # Patient. par Specialist 

Opthg-out Date 

Quarter 

Figure XI shows that the # patients per opted-in specialist remains fairly 

constant over the two years of analysis. In contrast, the # patients per opted- 

out specialist drops from 909 in quarter 4 to only 754 in quarter 5, 

immediately following the date of opting-out. It appears that direct billing 

specialists' caseloads stabilize through the remaining 9 months of analysis. 



The results of the analysis of variance for specialists' # patients are displayed 

in Table VIII below: , 

Table VIII - The Effect of Direct Billing 
on  Specialists' # Patients b 

Tests of WithinSubjects Effects - Specialists 

Measure: PATIENT COUNT 

a. Computed using alpha = .05 

Sphericitv Assumed 

The change in specialists' # patients is measured within-subjects from 

the pre to the post period. The main effect (PTCNT) measures the change in # 

patients for glJ specialists. PTCNT reveals an overall change in specialists' # 

Source 
PTCNT 
PTCNT 
IN-OUT 
Error(PTCNT) 

patients over the two years studied (p=.000). The direction of this change 

cannot be ascertained from the anova. However, from Figure XI above, it 

appears there is a general reduction in specialists' # patients over the two years 

analyzed. This overall change appears to be the result of a large drop in 

patients for opted-out specialists in the post period. Graphically, it does not 

appear that opted-in specialists' caseloads change significantly over the eight 

d f 
1 

1 

29792 

Type Ill 
Sum of 
Squares 
21 421.6 

1521 8.0 

2578438 

quarter-years. 

The null hypothesis (Ho3) that direct billing does not affect the total 

number of patients per specialist is rejected. The two-way interaction (PTCNT * 

Mean 
Square 
21421.6 

15218.0 

86.548 

IN-OUT) reveals that the change in # patients from the pre to the post period is 

significantly different for opted-in versus opted-out specialists (p=.000). An 

F 
247.511 

175.833 

Observed 
Power a 

1 .000 

1 .OOO 

Sig. 
.000 

.000 

Noncent. 
Parameter 

247.51 1 

175.833 



identical multiple regression equation is entered for both opted-in and opted- 

out specialists to estimate the direction and size of this change in patient * 

demand (rejer to Chqpter 4for more details). The regression results for the # 

patients of opted-out specialists are depicted in Table IX below: 

' -3 
Table IX - Rugmuion Coefficient. for 

. Opted-O\lt 8peci.limts' # Patient. ' 

MQdst 
1 4-1 

AGEI-4 
AGE5-19 
AGE40-64 
AGE& 
LOWINC 
HlGHlNC 
GENDER 
POS1-4 
POS-19 
POS40-64 
poses- 
LOWPOS 
HIGHPOS 
GENPOS 

Opted-out specialists, lose sigruficant numbers of patients as a result of 

direct billing. This drop does not occur equally across income groups. opted- 

out speciahsts lose 17.0% of their 'low-income' patients (<$11,&0 income) in 

the post p e r i d  (pz.0 1 1). 'High-income' patients (>$I 9,000 income) appear to 

be less affected by direct brlling. Opted-out specialists lose only 4.8% of their 
L' 

high-income patients in the post period @=.I lo). UnMedirect billing general 



practitioners, direcrhilling specialists do not lose p L' 'wts  in any particular age 

or gender category. 

The identical regre.kon equatfon was entere-control group of 

L 
opted-in specialists. The regression results are displayed in Table XI below: 

- 

Table X - Ragmuion Coefficient. for 
Optmd-h 8pscidSstm' # Patients 

Modd 
1 .  (-1 

AGE1-4 
AGES-1 B 
AGE-64 

/AGE% 
; LOWlNC . 
HlGHlNC 
GENDER 
POSl-4 
POS5-19 
PoS40S40m 
P O W -  
LOWPOS 
HlGHPOS 
GENPOS 

a hpdm! Voriobls. PTCOUKT 

F = 173.16, sig. = .OW; R = .OM, adj. r2 = .066 

The regression results for opted-in specialists show that the number of 

'high-income' patients (>$19,000 income) increases by 10.1% in the post 

period [p=.000). Notably, opted-in speciahsts' caseloads do not increase for 

*low-income' patients in the post period. In addition, the # patients for opted- 

in specialists does not change for any of the patient age or gender categories. 



5.2.2 Payments per Patient 

Total Medical Services Plan (MSP) payments per patient per period ($ 

payments) measures the billed amount for each service provided. $ payments . 

is a superior measure of utilization than is volume of services per patient. $ 

payments accounts for din:erences in intensity Of setvice, reflected in a higher 

fee. In 1994/95, the average gross payments for BC specialists was $262,655 

and for generai practitioners was $140,086.10 There was a 1.5% increase in 
I' - - 

MSP fees over the duration of this analysis (1991 /&92 - 1993194). However, 

this increase does not bias comparisons between opted-in and opted-out 

physicians. Fees were increased for all BC physicians, opted-in and opted&. 
# I 

5.2.2.i Genernl Practitiowrs t, 

MSP payments per patient remain relatively constant for both opted-in 

and opted-out general practitioners throughout the pre period. However, 

opted-out general practitioners' payments increase from $39.2 1' to $42.75 2 immediately following opting-o (between quarters 4 and 5). In contrast, $ v 

payments for opted-in general practitioners remain relatively constant over the 

entire two years analyzed. Figure XI1 below depicts the changes in $ payments 

for general practitioners: 

Source: BC Mcdicd A s s d h c n  Data Binder, February 1996. 
1 



\ 
Figure XII - General Practitioners' $ Payments J .  

The effect of direct billing on general practitioners' $ payments is tested 

through analysis of variance. The anova results for general practitioners are 

displayed in Table XI below: 

Table XI - The Effect of Direct Billing on 
Osnenl Prrctitionet.' $ Payments 

Tests of ~ i n - S u b j a c b  Effscb - General Practitioner8 "?/ 

The change in $ payments is measured within-subjects from the pre to 

Measure: PAYMENTS PER PATlENT 
Sphericity Assumed 

the post period. The main effect (PAY/Ff) measures the change in payments 

for g& general practitioners. PAY / PT shows that, overall, general practitioners' 

Source 
PAYPT 
PAYIPT ' 
IN-OUT 
ErrnrfPAY.PT1 

T- 
a. Computed wing alpha = .05 

Sig. 
,557 

.042 

Type I l l  
Sum of 
Squares 
349.461 

4188.375 

3.0E+07 

Noncent. 
Parameter 

,344 

4.126 

d f 
1 

1 

29623 

Observed 
PoweP 

,090 

,528 

Mean 
Square 
349.461 

4j88.375 

4&15.f 97 

I 

F 
.344 

4.126 



$ payments do not change from the pre to the post period. The main effect 

(PAY/PTJ is not significant lp3.557). 

The null hypothesis (Ho4) that direct billing does not affect general 

practitioners' payments per patient is rejected. The o-way interaction " i  
"-\ 

(PAYIPI' IN-OUT) measures the change in $ paymen 43 for opted-in versus 

opted-out general practitioners. This result shows that, from the pre to the post 

period, the khange in $ payments is significantly different for opted-in versus 

opted-out general practitioners @ = .042). The anova cannot measure either 

the strength or dir'ection of this change. Consequently, regression analysis is 

performed to examine thisquestion. The regression results for opted-out 

general practitioners' $ payments are depicted in Table XI1 below: 

.Table XEI - Regreesian Coefficients for 
Opted-Out General Practitioners' $ Payments 

P ~ y r r n n t r p . r P l t k n t - ~ t r r o r ~ . o u t C i r c n n l P r ~  

\ 7. DdPBCKknf Vprbbb: PAY-PT 

Modd 
1 (CorrsbMt) 

AGE1-4 
AGE5-19 
AGE40-64 
AGES- 
POSl-4 
PO=-1 9 
POS40-64 

p m -  
LOWINC 

LOWPOST 
HlGHlNC 
M P O S T  
GENDER 

t 
60.910 
-5. 161 
-7.779 
-3.237 
-.481 
-.W 
-.I28 

3% 
3.769 
4.197 
1 . m  
3.327 
-261 

%. 
.#O 

.OOC 

.000 

.001 

L.630 
.401 
.898 
,874 
,001 
.000 
,000 

3 . 1 6 1  
- .OOt 

,794 
.2e4 GENPOST 

Bsb 

-.WO 
- 
-.M7 
-.aW 
-.007 
-.001 
,001 
,028 
.a 
.a7 
.013 
.+31 

-.a32 

B 
S.sZCl 
-5.589 
6.945 
-2585 
-.W 

-1.307 
-. 162 
,176 
3.723 
2.91 6 
3.- 
1 .W 
3.- 
-.I 53 

F = =.w, rig. = ,000; R = ,010, ad. n = ,010 

SM.Erra 
,655 

1.079 
.W 
.793 
.811 

1.557 
1.262 
1.113 
1.12-2 
,774 
.350 
,753 
-.a? 
.S 

,902 ~~ .a42 ,009 1 .OM 



The regression results show that, over the pre and post periods, opted- 

out general practitioners' $ payments are hi&e\st for patients with less than - 

4 
$1 1,000 annual income (LOWNC) and the elderly (AGE 65-1. These results are 

consistent with the findings of numerous previous studies. Age and utilizatioq 

are positively correlated, while income an5 utilization are negatively correlated 

(United States Center for Health Statistics, 1972; Newhouse, 1993; OECD, 
1994). -In this study, there is no difference in general practitioners' $ payments 

fqr male versus female patients. - - 

J \ ~ i r e c t  b h g  general practitioners increase their $ payments in fhe post 

pe+d.' This increase does not occur equally across patient age, gender, and 

6 \&me groups. $ payments increase by $3.07 for 'high-in;ornem patients, 

I 9.3% of the average cost (p=.oblf; $3.99 for 'low-income" patients, 7.7% of the 

average cost (p=.000); and $3.72 for patients aged 65+, 9.3% of the average 

cost (p=.001). 

The identical regression equation was entered for the matched, control 

group of opted-in gen-mctitioners. The results of this analysis are 

presented in Table XI11 below: - 
0 - 



Table XKII - Regression Coefkient. for 
Opted4n General Practitioners' $ Payments 

Model 
1 . (-) 

BGEl-4 
AGE5-19 
AGE40-64 
A G E K  
POS1-4 
POSF-19 
POW-64 

' P o q  
LOWlNC 
LOWPOST 
HlGHlNC 
HIGHPOST 
GENDER 
GENPOST 

Std. Enor 
' .m 

1 . n t  
1 .OM 
,856 
.841 

1.819 
1.406 
1.172 
1,i21 
,829 

1 .a36 
,806' 
,993 
.m 
,889 

F = 15.524. sig. = ,000; R=,006, odj. R =  ,006 
a. Dependent Variable: PAY-PT 

I c d i i i  

Ln contrast to opted-out general practitioners, $ payments do change 

for opted-in GPs from the pre to the post period. Payments do not change for 

patients in any age, income or gender category. 

5.2.2.u Specialists 
f 

~ ~ e c i k s t s '  $ payments remain fairly constant throughout the pre 
B 

peridd. However, opted-out specialists' $ payments spike from $89.70 in 

quarter 4 to more. than $97 in quarter 5, immediately following opting-out. \ 

Following this one-time increase, opted-out specialists' $ payments appear to , 

1 
level off over the remaining 9 months of analysis. In contrast, $ payments for , - 

opted-in specialists remain relatively constant over the two years reviewed. 



Specialists' $ payments are depicted in Figure XI11 below. Opted-out specialists 

k g m  direct billing in Q u e e r  5: 

Figure XIII - Spedalistr' $ Payments 

1 2 3 
# F 

4 5 6 7 8 

/- 
Quarter 

4 - 

The effect of direct billing on specialists' $payments in tested through 

analysis of variance. The anova results for general practitioners are displayed " , 

in Table XIV below: 

Table XIV - The Effect of Direct Billing 
on Specfdats'  $ Payments 

. -. Tests of WnhinSub)acr E f f s c t .  - Specialists 

> ~ s a s u k .  PAYMENTS PER PATIENT 

a. Computed using alpha = .05& 

& + Sphenatv Assumed - 
Source' 
PAY PT 
PAY. PT 
IN-OUT 
ErrorfPAY.PT) 

Type 111 
Sum of 
Squares 
925051 

3708290 

26E+08 

df 
1 

1 

29Z@ 

Mean 
Square 
925051 

3708290 

8696.928 

F 
106.365 

426.391 

Sig. 
.OOO 

,000 

Noncent. 
Parameter 

106 365 

426.391 

Observed 
~ o w e f  

1.000 

1.000 



Changes m $ payments are measured withp-subjects from the pre to the 

post period. The main effect [PAY /Pf) measures the change in $ payments for -- 

all specialists. PAY/FT shows that there is an o v e ~ b  changem specialists' $ - 

payments over the fxo years analyzed @=.000). The anova cannot show the 

direction of this change. However, Figure XI1 above reveals an upward trend 

in specialists' $ payments. This upward trend is, at least partially, explained 

by the 1.5% fee increase over fie period of the study. 

The null hypothesis (Ho4) that direct W g  does not affect specialists' 

MSP payments per patient is rejected. The two-way interaction (PAY/FT * 

IN-OUT) measures the change in $ payments for opted-in versus opted-out 

specialists. This result shows that the change in $ payments is significantly 

different for opted-in versus opted-out specialists (p = .000). The anova cannot 

measure either the strength or direction of this change. Conse p"dy ' 
regression,analysis is performed to examine this question. The rQession 

/ 
results for opted-out specialists' $ payments are depicted in ~ a b &  XV below: 



Table XV - Regmuion bef l i c i enta  for 
Opted-Out Spcidist.' $ Payments 

Model 
1 (-) 

AGEl-4 
AGES-1 9 
AGE40-&4 
KEGS_ 
LOWINC 
HlGHlNC 
GENDER 
POS1-4 
POS-19 
POS40-64 
PO=- 
LOWPOS 
HIGHPOS 
GENPOST 

mb 
Std. E m  
2332 
6.725 
4.149 
2.71 5 
2.840 
3.053 
2.927 

- 2372 
8.928 
5.336 
3.541 
3.582 
3.487 
3.318 
3.002 

si. 
.am 
.042 
.I35 
.I37 
.001 
.681 
.051 
.324 
.260 
,985 
.116 
.081 
.Bl 
.468 
.814 

a. Dependsnt Vsriobk: PAY-PT F=9.071, sig. = .OW; r2 = .004, adj. R = .OD3 

The regression results show that patients with less than $1 1,000 annual 

income (LOWINC) and the elderly (AGE65-) are the highest users of opted-out 

specialists' services. These results are consistent with the frndings of 

numerous previous studies. Age and utilization are positively correlated, while 

income and utilization arg negatively correlated (United States Center for 
* 

Health Statistics, 1972; Newhouse, 1993; OECD, 1994). In this study, there is 

no difference in specialists' $ payments for male versus female patients. 

$ payments for opted-out specialists increase sigruficantly in the post 

period. $ payments do not, however, change equally across patient age, 

income, and gender groups. Direct billing specialists' payments for patients . 

aged 65+ increase by $6.27, 6.4% of the average cost (p=.081). i, 



The identical regression equation was entered for the matched, control 

group of opted-in specialists. The results of this analysis are presented in 

Table XVI below: 

-Table XVI - Regreuion Coefficients for 
Opted-In Spacialistm' $ Payment. 

Model 
1 Ic-1 

AGEl-4 
-AGE~-I 9 
AGE40-64 
AGE65- 
LOWINC 
HlGHlNC 
GENDER 
POSl-4 
POS5-19 
PO*-64 
P O W -  
LOWPOS 
HIGHPOS 
GENPOS I -.511 

I I cdlinearity statistics 

a. DependentVariabk: PAY-PT . F  = 13.854, ig .  = .000; R =  .006, adj. R=.006 

$ payments for opted-in specialists do not chahge from the pre to the 

post period. $ payments do not change for any age, income, or gender groups. 

The null hypotheses and the corresponding test results are summarized 

in Table XVII below: 



Table XVIf: Summuy of Hypoth-s and Results 
#- 

- 

Hol: Opted-in and opted-out physicians 
have similar demographic 
characteristics pte i&ct billing. 

Ho2: Opted-in and opted-out physicians 
have similar practice characteristics 
pre direct b i k g .  

Ho3: Direct billing does not impact total 
number of patients per physician. 

Ho4: Direct bill& does not impact 
physicians' MSP payments per 
patient. 

---- 
Rejected 
GPs: younger GPs more likely to direct ,bill 
Spec: male specialists more likely to direct bill' 

R = - Y  
GPs: less payments/patient more likely to 

direct t;ill 
c: higher caseloads more likely to direct bill 

Rejected 
GPs: lose 15.5% of female atients 
Spec: lose 17.0•‹!of low-inc %in epatiFn&FkseL 

4.8% of high-income patients 

Rejected' 
GPs: direct billing ? payments/patient by 

7.7% for low-income, 9.3% for high- 
income, and 9.3% for patients 65+ 

Spec: direct billing '? payments/patient by 
6.4% for patients 65+ 

4 

5.2.3 Physician Income 

This section describes the impact of direct billing on physicians' Medical 

Services Plan (MSP) incomes. It i s  important to note that private billings are 

not captured & this data. Patient claims for the Insurance Corporation of BC 
6 

(ICSC), which pays fo; '&e kedicai services of 'not-at-fa@V drivers, as well as 
I 

Workers' Compensation Board (WCB) claims for injured workers, are also not 

captured. 
+ 

Direct billing appears to reduce MSP incomes for specialisJs over the 
- - 

short-term. Referring to Figure XIV below, opted-out specialists' MSP incomes 

drop from quarter 3 through quarter 5, immediately following the date of 



* opting-out. However, direct billing specialist$ M S P  incomes appear to = = b o w  
h - 

from this point onward. By quarter 7, nine months into direct billing, opted- -- 

I 

out specialists' MSP payments have returned to their pre direct billing levels. 

This trend is sustahed through the remaining 3 months of analysis. 

Figure XTV - Average MSP Payment. per Quarter - 

Direct billing general practitioners also appear to lose MSP income over 

the short-term. However, this income loss appears to be only temporary. By 

quarter 7, nine month3 into direct billing, MSP billings for opted-out general 

practitioners return to .match that of opted-in GPs. This trend is maintained 

through the remaining 3 m h h s  of analysis. 

It appears that income loss due to direct billing is a short-term 

phenomenon. In'fact, direct billing may actually increase gross incomes for 

opted-out physicians over the long-term. The preceding figures include only 
# 

MSP income. Opted-out physicians typically charged patients 15% higher than 

a the negotiated MSP fees (varying by type of senrice and physician). Therefore,+< 



%* 

direct charges,-combined with the return to pre direct levels of MSP - - -  

T 
7 

, for opted-out physiciks. 



- 
Y 6. DbeurrPfon and Conclusions 

The results of this study indicate that direct billing significantly reduces 
lu 

patient dem-md for medical services. However, overall utilization levels may 

not drop as a result of dir'ect billing. It appears that opted-out physicians 

respond to dropping castloads by 'inducing demand from remaining patients, 
G 

The changes in Y patients and % payments for opted-in and opted-out - 

physicians, pre and past direct billing, arc summarized'in Table XVIII below: 

Table XVIII - Sumrnuy of Findings 

PtCnt Pm PtCmtPort f Pq/PtPrm Pry/Pt Port 
970 900 I $4 1.87 $42.92 

6.1.1 The Bil.liag o n  Patients 

states that 'Total number of patients per 

physicians foIIowing the daie of 

J opting-. Patients o diflment ages, genders, and income levels do not switch 

q physiclhns or m e  in response to direct billing'. This null 
/ 

hypothesis is 



Direct billing negatively *pacts ptient  demand for g ~ r r a l  - 
practitioners' services. ~ ~ t e d - d f k ~ ~ s  lose s&ni•’icant numbers of patients in 

the first 3 months following optmg-out. Their caseloads appear to stabilize 

through the remaining 9 months of analysis. Exoge~ous factors do not appear 

to cause this drop in patients for direct billing GPs. Over 

the # patients for matched, opted-in general practitioners 

the same time period, 

docs not change for 

patients in any age, income, or gender category. , 

The results of this study suggest that opted-out GPs' caseloads may 

begin to rebound after a year of direct billing. However, this result must be 

interpreted with caution. This rebound in caseload occurred in the last 

quarter-year of analysis. It is not possible to predict whether this remvery was 

sustained over the long-term. 
J 

The reduction in patient demand for direct billed GP services does not 

occur unifo'i-mly. Females appear to be more 'price' sensitive to direct billing 

for primary care services. Opted-out general practitioners lose 15.5% of their 

- 
female patients in the post period (p=.022). This finding is consistent with the , 

1980's experience in a large Washington State Health Maintenance 
% 

Organization (HMO). As discussed by Cherkin et. al. (1990), a $5 user fee did 

not affect adult males' utilization of primary careservices. However, females 

h tbs  shtdy, thy sigmficant 

docs not correspond t$ an increase 

dmp in female patients for opted-out GPs 
= 

in female patients for the matched, opted-in 

h 



J 
general practitioners, This result may suggest that direct billing causes an 

d 
ftmdt patienfs switched to non-sampled, opted-in GPs. . 

-\ A 
The total number of general practitioners in each of the 14 communities 

represented'in this study far e x d s  both the experimental and control groups. 
V %> 

Patients of opted-outgeneral practitioners had  numerous opted-in GPs to 

choose from. These GPs may or may not have been included in the sample. 9 
-. - 

merefore, it is not possible to defihiti'vely determine whether direct billing 

caused femdes to switch GPs or to delay Geking p r i m q  care. 

4 

No p-ular age or income group appears to be more 'price' sensitive 
I' 

to direct billing for general practitioners' s e ~ c e s .  This result is  inconsistent 

n. 
with the reviewed literature on non-reimbursed userifees. Historically, user 

fees have tended to Merentially reduce the utilization rates o-f lower income 

patients (Beck, 1974; Beck & Home, 1980; Newhouse, 1993). This contrary 

finding may be explained by the lower 'out-of-pocket? expense imposed by 

direct billing. In this experience, patients were reimbursed for all but 

approximately 15% of the s e ~ c t  fee. In addition, opted-out GPs 'price + 

discriminated' based upon their personal estimate of their patient's ability to 

pay. Patients were not always extra-billed. This result suggests that the lower 

the 'out-of-pocket' expense imposed by the'user fee, the less detrimental is the 

impact upon Iower income patients. 



6.t.l.i.i U&za#hofS 
1- 

Direct b m g  for speci&sts'semLces. Opted- 

out specialists l&e si@cant numbers of patients in the fLst 3 months 

following direct billing. Direct billing specialists* caseloads appear to stabilize 

&ugh the remaining 9 months of ahalysis. Exogenous factors do not appear 
I 

to cause this drop in patients. Over the same time period, the # patients for 

matched, opted-in specialists does not change for patients any age or gender ifi 
category. 

i 
b -, -I 

Patients of different ages and genders appear to be equally affected by 

d6ect billmg for specialists' services. However, direct billing for specialists* 

services differentially reduces the utilization of 'low-income" patients. In the 

p t  period, opted-out specialists lose 17.00/0 of their low-income caseload 

(4 l*l,000 income) but only 4 . 8 O / p  of their high-income caseload (>$1.9,000 

income). Furthermore, it appears that higher income patients switch . b 

apecialists in response to direct billing. In the post period, the number of high- 
% 

income patients seeing the control group of opted-in specialists increases by . 
3 10.1%. There is no corresponding increase in the number of low-income 

patients utilinng opted-in specialists. Consequently, it appears that direct 

b l h g  may reduce the ovepll utilization rates of low-income patients. Low- , 

income patients appear to delay seeking specialist care when faced with direct 

billing. 
-~ - -  * 

Direct billings' differential impact upon low-income patients is partially 

explained by the larger 'out-of-pocket' cost imposed by direct billed specialist 



services. Specialist services are typically much costlier than are GP services. 
-- f in this study, the average service cost for opted-out GPs was $39.92. The 

average service cost for opted-out specialists was $87.78. From the results, it 

appears that an $88 out-of-pocket expense is a greater deterrent than i s  a $40 

out-of-pocket expense. According to Plain (1982), 'It is the magnitude of the + 

individual extra-billing,. the out-of-pocket charge, which i s  relevant from an 

access and utilization viewpoint not the ratio of total extra-billing to the total . . '  

paymen? (p.5). 

6.1.1 .iii The Referring GP 

m British Columbia specialists require a GP referral to see patients and bill 

the specialist fee schedule. In effect, general practitioners are the gatekeeper 

and 'demandef of specialists' s e ~ c e s .  The d r ~ p  in caseloads experienced by 

direct billing specialists is, at least partially, the result of general practitioners 

being less likely to refer patients to them. As opting-out became more 

prevalent, numerous general practitioners contacted the Medical Services Plan 
.s 

(MSP) requesting a list of non-direct billing specialists in their community. 1 

These g e n e d  practitioners did not wish to expose their patients to direct 

b%g. Opting-out is  a very politically sensitid and potentially divisive 

d strategy for the medical profession to pursue. It did not garner unanimous 

- 

support within the profession. T)rrs is evidenced by the relatively small 

based upon discussions with staff at the BC Medical Servicca Plan (MSP). 



proportion of BC physicians who exercised their right to direct bill, only 81 out 
% 

of approximately 7,000 practising BC physicians. 

6-1.3 The Impact of Direct B U b g  on Phyddms 

sc 
Direct billing appears to incite both a negative demand and a positive 

supply effect. The results of this study provide strong evidence for the theory of 

'r 
'supplier-inducedw demand. Evan9 (1984) predicts that, in response to user 

fees, '...providers will provide more care to those patients who come. As a 

result, overall use may not fall at all, and utilization will shift from more to less 

price sensitive patients or types of care' (p. 90). These predictions appear to be 

realized &om the BC experience with direct billing. The fourth null hypothesis 

(Ho4) states that "Total MSP payments per patient do not change for direct billing 

physicians following the date of optingait .  Billing patterns for opted-in and 

opted& physicians are the same for pdmh of different ages, incqmes and 
- - -  - 

genders we hd post direcf bi l fuzg.  ' This hypothesis is  rejected. 

1t.appears that, when faced with a dropping caseload, opted-out GPs 

'induce' demand by increasing their MSP payments per remaining patient. 

This increase does not occur uniformly amongst patient age and income 

categories, Direct b d h g  appears to impose a disproportionate burden upon 

patients who W%ze GPs' services the most. Over the pre and pust periods, the 

elderly and the poor are proportionately the highest users of GPs' services. 



This result is consistent dpith the findings of numerous previous studies which 

show that income and utifization are negatively correlated, while age and 

utilization are positively correlated (United States Center for HealthStatistics, 

11972; OECD, 1994). In the postperiod, opted-out general practitioners' $ 

payments increase for both low-income' (<$11,000 income), 'high-income" 

(>$19,000 income), and elderly (aged 65+) patients. More specifrcslly, opted- 

out general practitioners' $ payments increase by $3.07 for high-income 

I 

patients (9.3% of the average service cost), $3.99 for low-income patients (7.7% 

of the average s e ~ c e  cost), and $3.72 for patients aged 65+ (9.3% of the 

average service cost). Male and female patients appear to be equally affected 

by the increase in opted-out general practitione&' $ payments. 
S 

. , P 

It does not appear that exogenous factors c a u ~  thMncrease in $ 

payments for opted-out general practitioners. The regression results show that 

males and females used similar amounts of GP s e ~ c  8 s in the pre period. 

Therefore, akhough direct billing GPs lo& female patients in the post period, 

I 

their male dominated caseload is not intrinsicdy 'needier' in the post period. 
1 

In addition, the control group of opted-in general practitioners shows no 

c 6 ge in'# patients nor $ payments throughout the study. 1 

' Direct billing appears to result in a short-term loss of MSP income for 

opted-out general practitioners. This loss ap~jears to be the result of significant 

numbers of female patients switching away from direct billing GPs. In 

response, opted-out GPs appear to 'induce' demand by increasing MSP 

payments per remaining patient. The h d  result of these opposing forces is 



that, within 9 months of opting-out, #e MSP revenue generated by opted-out 

frefe to Rgwe q. I t - i s  imp- to 

note that MSP &come figures do not capture pfivate revenue generated by 

opted-out practitioners. Patients of opted-out GPs were ex- billed an 
, . 

average of 15% above MSP rates. Consequently, directle- billing appears to 

be a revenue generator for opted-out GPs following the fvst 9 months of 

experience. Total expenditures (public + private) appear to increase as a result ' 
--- . * - of direct billing. 

3 - 

Direct billing &ecialists face the prospect of s&mficant?y declining 
.- 

- -  p 
caseloads immediately following opting-out. Patients, or the physicians that 

refer them, exercise their 'price' sensitivity to direct billing by switching 

specialists. This switch does not occur uniformly. Direct billing specialists 

lose proportionately more low-income" patients. 
4 -. 

billing specialists lose 17.0% of their lapincome 

In the post period, direct 

patients (<$11,000 income) 

but only 4.8% of their high-income patients (>$19,000). 
. . 

The regression results show that, overall, the poor and the elderly are 

the highest users of specialists' services. This result is cmsistent with the 

fmdings of numerous p r d u s  studies which show that income and utilization 

are negatively correlated, while age and utilization are positively correlated 

(United States Center for Health Statistics, 1972; OECD, 1994). Therefore, 

based upon changing patient deanograp.l-ics, one would expect that opted-out 



J 
sp"eci&sts1 $ payments would drop in the post period. Direct billing specialists 

increase for opted-out specialists in the post peri&$. This result provides 
h, * 

strong evidence for the existence of 'physician-induced" demand. 
, ,.-+ 

.. > .- 3. *P"? 
Direct billing appears to &pose a disproportionate b&den upon the 

elderly, who are higher users of specialists' s e ~ c e s .  In the post period, opted- 

out specialists' $ payments by $6.27 (6.4% of the average service cost) for 
F - - 

patients aged 65+. There is no increase in $ payments for any other age, 

incqme or gende category. 5 
Direct billing appears to result in a short-term loss in specialists' MSP - 

inco'me. However, within 9 months of opting-out, specialists are able to 

increase payments per remaining patient to the point where MSP income loss, 

due to reduced caseloads, is negated. The average extra-bill for opted-out 

specialists was 15% above the MSP negotiated rates. ~onse~uent l~ , 'd&ct  . - 
1-. 1 

billing becomes a revenue generator for ~ ~ t k d - o u t - ~ ~ e ~ i a l i ~ t ~  foHowing the 'ks t  

9 months of experience. Moreover, total medical expenditures (public + priyate) 

\ appear to increase a s  a resylt of direct billing. 

6.2 Conclusion - i s  direct bitling effective public policy? 

& 

gods, inchding: efficiency, equity, political feasibility, and reduction in 

government expenditure. Effective public policy maximizes social utility within 



. 
given c o n s t r a t s  while minimizing the lo* associated with these trade-offs 

* 
(Weimer & V i g ,  1992). The provision of 'freeg medicd care has been 

characterized as the tradeoff between overconsumption and risk protection 

(Ne*house, 1993). 

+ 

To be efftcient, self-&elected direct billing should encourage the provision - -- 

of an appropriate supply of medical services to meet demand (allocative 

efficiency). Direct billing should also encourage the provision of necessary 

medical services at the lowest possible cost (productive efficiency). The results 

of this study indicate that direct billing imposes additional costs upon: (1) 

Patients - required to pay 'out-of-pocket? for medical s e ~ c e s  and 

P- subsequently reimbursed; (2) Physicians - must process individual cl'aims and 

; become responsible for bad debts. Direct billing increases physicians' - 
/ -- 

paperwork, direct costs and time costs; and; (3) Payer ( g o k m e n t )  - must 

process reimbursement cheques for each patient of an opted-out physician 

rather than a single cheque for the practitioner. 

It appears, from the results of this study, that direct billing may reduce 

patient demand over the short-term. However, it is not clear that direct billing 

reduces the overall utilization of medical services over the long-term. Direct 

billing GPs lose 15.5% of their female-caseload. However, this study cannot 

defhtively determine bhcther these females switched GPs or delayed seeking 

primary care. Direct billing also reduces patient demand for specialists' 



services. Opted-out specialists lose 17.0% of their low-income" and 4.8% of 

their 'high-income" patients. While it appears that the higher income patients 

switch to opted-in physicians, low-income patients appear to delay seeking 

care in response to direct billing. The drop in the number of low-income 
.F 

, patients* opted-out specialists is  not picked up by the matched, opted-in 

specialists in the post period. 

The results of this study suggest that direct billing incites an immediate, - A  

one-time reduction in physicians' caseloads. However, followkg th& fust 3 

months of direct billing, opted-out physicians' caseloads appear to .stabilize at 
\ 

this lower level. $ome evidence is provided that opted-out GPs' caseloads may 
a-> 

rebound to pre opted-out levels after 1 year of direct billing. 

As predicted by Evans (1984), reduced patient demand appears to be 

offset by a corresponding 'physician-induced" demand. In the post period, 

direct billing physicians increase their payments per remaining patkent to the 

point where, within 9 months of opting-out, their MSP incomes return to pre 

opting-out levels. In addition, opted-out physicians generate private revenues 
. , 

through direct charges. Consequently, the combination of public and private 

expenditures may actually increase as  a result of direct billing. Fahs (1992) 

came to a similar conclusion: 

. . .increasing cost sharing amdng large groups of patients may be 
less effective as a twl to r d c e  total health expenditures than 
has been implied by studies that omit the effect of cost sharing on 
physician practice patterns. It appears from this analysis that ' 

compensatory actions will be taken by physicians following the 
reduction in benefits by a large insurance carrier. (43.39) 



The equity of direct billing is measured in terms of patients' geographic 

location and demographic characteristics. To be equitable, direct billing must 

not differentially impact particular categories 06atients. However, the results 

of this study show that direct billing does not uniformly impact patients. 
, 

* 

6.2.2.i Geographic 

Self-selected direct billing does not occur in all geographic re@ons. 

Physicians tend to direct bill in clusters. As discussed by Stoddart B6 
k.. 

W d w a r d  [ 19801, physicians arc influenced by their medical association and 

their peers in their dekision to direct bill. Rarely, do physicians direct bili in 
v 

isolation. The results of this study are consistent with the findings of previous 

Canadian studies. In Alber~a in the late 1970's/early 198OYs, opting-out was 

twice as prevalent in Calgary and Edmonton as  in the remainder of the 

province (Plain, 1982). In Ontario jn the 197OPs, the percentage of opted-out 

physicians ranged from only 2% in Thunder Bay to more than 50% in 

Peterborough County (Stoddart & Woodward, 1980). From a research 

perspective, this 'clustenng' phenomenon makes the opting-out experience 

more generalizable to a system-wide ,introduction of direct billing. From-an 

iquity perspective, self-selected direct b h g  imposes a banier to access in a 

select number ef commt.mities, for patients with particular medical needs. 

Although direct billing in ~ C ' w a s  not a siacant phenbmenon in r f lation to 

the total numbkrs of physicians, opted-out clusters represented a significant 



proportion of p a r t i c u h r ~ e s  of services for patients in particular 
+ 

4 * 
P - 

communities. Opted-out physicians, principalfy specialists, often represent 

one of few alternatives to patients in a given medical community. Tse 
\c, 

patients are placed at  a disadvantage if there is not an opted-in physician in .,, 

the needed specialty within their region. 
f? 

k 
6.2.2.i Gender 

a. 
t 

~ e ~ e s  appear to be disproporti@ately affected by direct billing for 
6 1 

general practitioners' services. In the post period, opted-out GPs lose 15.5% of 

their female clientele. It is not possible to definitively determine whether these ' A> 

females switch GPs or delay seeking care. Direct billing for specialists' serviceg 
k 

does not appear to differentially impact males or females. 

6.2.2.iii Income 

. Direct billing for specialists' services appears to impose a barrier to care 

for 'low-income' patients. Opted-out specialists lost significantly.more low- 

A - income than high-income patients. ,It appears that these low-income patients . 

-+: 
delay seeking specialist care in response to direct billing. In contrast, hi&er 

t . 
income patients appear to switch specialists in r5sponse to direct billing. 

Direct billing physicians 'price discrimkated' based upon their personal ' 

perception of their patient's ability to pay. The results of this study suggest 

. . .  
that specialists' ability to effectively price dmmmmate is suspect. If specialists -/ - 



' , 
had effectively price discriminated, direct biffing should not e diffedhtially 

6.2.2.i~ Age -4 

s" -3 
The elderly appear tq be disproportionately impacted bydirect bi&ng. In 

this study, patients .aged 65+ are the highest utilizing age dtegory. This rekult 

is  consistent with the findings of numerous previous studies which show that 
9 

age and utilization arjfTosi&ely correlated (Uhited states-center for Health 

Statistics, 1972; OECD, 1994). 3 

. The results of this study suggest that the eldfiare relatively insensitive 

P a 

to direct charges. Additionally, in response g caseload, opted-out 
' L .  

physicians disproportionately increase their servicing of older patients.. Direct 

billing GPS increase payments per elderly patient by $3.72 (9.3% of the average 

A 
service cost). Direct billing specialists increase their payments per elderly 

4 , . , 
4 

patient by $6.27 (6.4% of the average service cost). - 
F= 

r .  

6.2.3 Politicd Feuibility 
'. 

Opponents of user fees describe them as a 'slippery slope". They argue \ .  
that, snce user fees are i n t r o d h d ,  the temptation to continually increase 
i 

them is too much for politicians to resist. As discussed by Barer et. al.Ll979): 

. . . dirgct charges wiB benefit providers, private insurance 
companies, and .the pvincial gaycmmenL Direct charges wrll 
serve as  an injection of additional funds into the sector and thus 
as a soui.ce of increases in provider incomes. Furthermore, = 

exposure to an significant direct charge is likely to lead 
consumers t ? seek supplementary p w e  insurance coverage. . 
Finally, directLcharges provide a means of keeping the lid on 



, health care expenditures in government budgets while allowing 
total (public plus private) expendimes to rise. The snare is not 
likely to end up empty. I t  will be fded by tho& unfortunate 
Znough to become ill, for it is they, and only they, who will fgel the 
effects of direct charges (p. viii). 

=/ 

6.2.3.i Tk Payer 

Under the terms of the Canada Health Act (1984), Canadian provinces 

are penalized for all revenue generated through medical senice user fees. 

Arguably, this includes the non-reimbursed extra bills charged to patients of 

direct billing physicians. Both the federal and BC provincial governments have 

recently expressed their commitments to Medicare and the principles contained 
/ 

within the Camdapeatfh A d  (1984). However, recent,reductions in federaI 

transfers for health care (refer to Chapter 1 )  cast doubt on continued provincial 

acquiesence to federal standards. 

- 

6.2.3.ii The Public 

The Canadian pubiic has come to expect 'free' medical care through - 
almost 30 years of Medicare. Stoddart & Woodward (1980) found that patients' 

satisfaction with their medical care deched  significantly when they were direct 

b a e d .  Politician% that enable a transfer from the public to the private purse for 

health care face the potential for public backlash. 

-. 
Public expectations may be changing. The debate over user fees for 

b 

medical senices has intensdied in recent years. Physicians in Alberta have - 
?b . - 

e-rperimented with chargrng 'fid~q fees' far same m e d i d  services, e.g.  

cataract surgeries. For -era1 years, the Alberta government ignored the 



potential .conflict these fees created with the Canada Health A d  f 1984). In 

1996, the f e d 4  gr~vemm+,rcspondtd by clawing back more than - -- 

$3,000,000 in cash transfers to A l b e m  A 1996 public opinion poll of 1,040 -----. 
Canadians by Insight Canada Research indicated that 59% of persons 

surveyed objected to the federaI government's decision to penalize provinces \ 
that charged user fees for physician services. l 1  Support for user fees was 

w e s t  in Western and ~ t l & t i c  Canada. 

The right to opt-out is i m p F t  to o rganSd  medicine in Canada. 

Optmg-out symbolizes the independence of physicians and enhances the 

bargaining power of medical associations in negotiations with govemment. 

$ Opting-out provides a safety valve for physicians to protest government policy 

initiatives. As discussed by Justice Emmit Hal in his Rwal Commission on 
i 

Health Senices in 1979: 

When the state grants a monopofy to an exclusive group to render 
an indispensable s tn ice ,  it automatically  become.^ involved in 
whether those senices are available and on what terms and 
conditions ...@. 23) 

Historically, physicians have argued the necessity for direct charges to 

dlscoXra ge 'unneccssa.qp use of their services. 

1. I 

1 ) 

as p m t t d  n Tnc L'ancouvt r  S u n ,  Augus t  25, 14%, pp A l , A 4 .  These results are considered 
accurate to wthm 3 lo%, 19 bits  out of 20 



'Ihe d t s  of this study show that, within 9 months of opting-out, 

gatenmrtrrt g m d  rwcnues fur opted-& pfrysIcians are not adversely - 

affected by direct billing. At the same time, opted-out physicians generate 

additional private revenue. Based upon the average extra bill, opting-out in BC 

represented approximately a 15% increase in gross physician revenue over t@e; 

long- t e rn .  

In December 1995, the BC Medical Association (BCMA) and the Medical 

Senices Commission (MSC) agreed to a 2 year extension of their working 

agreement. "lhs extension includes, for the first time, a hard cap for the 

medical services budget (approximately $1.4B for 1996/97). A primaq 

- mechanism for the MSC to ensure that the budget is not over-eqcnded is to 

prorate medical fees for a certain portion of the fiscal year. Effective ~ c t o b e r  1, 

1996, prorationing became a reality in BC. The MSC introduced a 3% fee 

discount from October 1, 1996 - March 31, 1997 to address an estimated 

budget overrun of $50-$70M. Physicians in other provinces had already 

experienced double-digit prorationing as a result of negotiated hard caps. 

An unanswered policy question is whether opted-out physicians should 

be subject to prorationing. To date in BC, opted-out physicians have continued 
d 

to bill the full tariff despite prorationing. Patients of these physicians continue 
C 

to be reimbursed at the full tariff. The MSC has yet to clarify whether opted- 

out physicians WIU ultimately be included-under prorationing. It is not clear 

whether patients of direct biiling physicians will continue to be reimbursed at  

the full or prorated rates. Depending upon the MSC's policy response, opting- 



out may become an increasingly popular avenue for physicians to sustain 
/ 

P 

incomes in the face of significant prorationing. This outcome would clearly 

undermine the fiscal effectiveness of prorationing. 

6.2.4 Impact on Govsmmant Expandit- 

To the extent that direct billing enables government to transfer some of 

the cost of care to private sources of funding, government can better control its 
a 

spending on medical services (Barer et. al., 1979). The results of this study I 

show that MSP billings fur opted-out physicians drop in the short-term. Some 

patients of opted-out physicians either switch physicians or  delay seeking care. 

However, it appears that within 9'months of opting-out, direct billing 

physicians are able to 'induce? demand from remaining patients to the point 

where their MSP revenues return to pre direct bdling levels. Physician-induced 

demand appears to offset cost -&wings from reduced patient demand. 

Furthennore, patients of opted-out physicians were billed an average 15% 

premium for medical senices. Consequently, total public plus private 

expenditures appear to increase as a result of direct billing. 

The overall eff;ctiveness of direct billing, based upon the preceding 

policy analysis, is displayed in Table XTX below: 





There are a number of limitations inherent in the research design of this 

study. It is  recognized that these limitations reduce the validity of the results. 

However, review of the existing literature reveals that similar approaches have 

been taken prcviousIy and are viewed to be appropriate (Roemer et. al., 1975; 

Beck & Home, 1980; Wolfson 86 Tuohy, 1980; Cherkin et. al., 1989, 1990; 

Fahs,  1992; titvack & Wart, 1993). 

The experimental and control groups (opted-out/opteb-in) are not equal 

at the pre-test stage. The matching criteria (community of practice, specialty, 

pkevious year's MSP billings) introduce selection bias. Matching can never 

entirely account for inherent differences (Churchill, 1995). By design, however, 

the experimental and control groups are similar on the variables of interest. 

The matching criteria fcommunity of practice, specialty, previous year's 

MSP billingsf are not ideal. &chphysicianls practice is unique in terms of the 
1 

types of cases and patients seen. Although different physicians may bill 

approxima+ely the same amount in a given year, they may not have comparable 

practice styles. Numerous factors including ambition, lifestyle, etc., influence 

physicians* billings from year to year. However, review of the literature 

revealed that physicians* billings are a commonly accepted surrogate for 

practice style [Beck, 1974; Rmmer ct. al., 1975; Beck 8s Home, 1980; Wolfson 

Bb Tuohy, 1980; Lohr et. al., 1986; Roddy et: al., 1986; Cherkin et. al.', 1989, 
I 

1990; Fahs, 1992; Newhouse, 1993). Moreover, the use of multiple matching 
1 



, criteria attempts to equate the experimental and control groups to the greatest 
-- 

degree possible and minimize this source of error. 

IdeaUy, one would ascet.tain the precise amount direct and/or extra 

billed to each patient. Unfortunately, data regarding the exact amount of the 

extra bill and to which patients were not available. The average extra bill (15%) 

is based upon self-reports of opted-out physicians and discussions with 

Medical Services H a .  [MSP) personnel. Consequently, this study cannot 

precisely determine price elasticities of demand for medical services. The . 

results stem from a mixture of direct and extra billing. 

This study captures only the first year of experience with direct billing. 

Transitional issues may impact physicians' billings in this f i s t  year a s  both 

physicians and patients adjust to the new paradigm. Economic responses may 

take a longer period of time to develop. Transition reduces the 

representativeness of this experience with a longer-term study. One cannot 
., 

expect this short-term experiment to be definitive. Practical b i t a t ions  

including the cost of data, recency of experience, and 1995 BC legislation 

which caused most opted-out physicians to opt back in (refer to Chapter 1 for 

more detuils), make this h i ta t ion  unavoidable. Transitional Limitations are 

not unique to this study. None of the reviewed studies analyzed a longer 

experience with user fees. + 

Inevitably) this study cannot measure the impact of direct billing upon 

patients' health status. Practical circumstances preclude the attainment of h s  

goal. None of the reviewed studies successfully ascertained the health status 



impact of user fees to the satisfaction of the academic community. Even the ", 
$1 20,000,000 Rand Cctrporation experiments have been heady criticized for 

their conclusions regarding the health status impact of user fees. This complex 

question i s  beyond the scope of this research project. 

6.4 Directions for Future Remuch 
-t 

This study empirically analyzed the direct billing experience. It would 

now be useful to survey physicians' and patients' opinions regarding direct 

billing. A sumey would augment this study by enahling analysis of the 

qualitative aspects of the direct billing experience. It would be beneficial to 

discover whether patients' self-reported changes in utilization match their . 

actual changes, as described in this study. It would also be beneficial to 

ascertain why patients switched from opted-out physicians. 

A patient survey could examine whether direct billing enhanced or 

diminished patients' satisfaction with their medical care. Did direct billing 

. cause patients to avoid seeking what they believed to be 'necessary" care? Did, 
1 

in the opinion of practising physicians, direct billing reduce the utilization of 

This study cannot definitively determine why physicians direct bill. The 
'i 

results of this study ma& only a cursory comparison of opted-in versus - 
F 

opted-out physicians. It would be beneficial to determine, in more detail, what 
? 

types of physicians are predisposed to direct billing their patients. 



- The empirical widence provided by this study effectively explains'the 

e overall effect of direct billing upon the utilization of medical services. It would 

now be beneficial to perform a more micro 'type of service' analysis. A type of 

senice analysis would augment this study by reYiewing which specific types of A 

medical care are affected by direct billing. Did patients reduce their utilization 

of office visits in response to direct billing? In nsponse to dropping caseloads 

did direct billing physicians increase the number of subsequent vi&s or lab 

testing for remaining patients? A type of service analysis would improve the 

understanding of whether direct billing targets more 'discretionary" types of 
L 

medical care. 
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APPEHDXX A - Opting-Out Regthtivns A c r o u  C.nada 

r n C E  
EDWARD 
I8tAIID 

Physicians can opt-out of the provincial M e d i d  Plan. A physician 
may charge the patient directly and the patient i s  entitled t o  
reimbursement fmm'the Plan at the provincial fee schedule rate. 
Opted-in physicians must accept payments from the Plan as 
payment in full. Therefore, the only way physicians who are being 
prorated can receive full tariff is to opt-out and bill the patient in 
full. 
Legisladan sows for selective service opting-out. A mechanism is  
in place for monitorkg opted-out physicians. Aior notice must be 
given to the patient. A physician is entitled to biU the MSPEI fee 
schedule whkh is higher than that paid to opted-in physicians. 
The patient pays the physician directly and then submits a blll to 
the Medicare Plan which pays the patient at .loo% of the schedule 
(despite m n t  payment reductions for physicians). 
,Physicians can practice outside of MSE. Selective opting-out is not 
allowed. I 
Legislation allows opting-out. The physician may charg Medicare 
raies and the patient will be entitled to reimbursement b 
Medicare. However, if the physician charges more than th 5 
Medicart rate. the  aatient will not receive anv reimbursement. 
Physicians are entitled to opt-out. In the case where a physician 
remains in the RAMQ, the patient receives a cheque from the 
RAMQ for an amount negotiated by the FMSQ or FMOQ and then 
reimburses the physician for the service. In the case where a 
physician de-enmls of t h e  RAMQ completely, the patient i s  not 
reimbursed bv the RAMO, 
Legislation allows opting out by physicians. The physician must  
charge OHIP rates, f t  the prorated or hold back level, and the 
patient wdl be entitled to reimbursement at the same level. 
Legislation does not prohibit opting out by physicians. However, 
the physician may not bill more than the negotiated fee schedule 
and the patient receives reimbursement from the government 
(either after or before the patient pays the physician). 



// 
1SIALMATCIFIZWAlf Opting-out is permitted when 'reasonable access (by 

patients) to insured servkes is f m t )  jeopwdmd." The 
opted-out physician may charge more than the negotiated 
fee schedule but the patient is  not entitled to 

11 . I reimbursement as those services are classifried as I 'uninsured services.' 
Physicians an entitled to opt-out of the plan and may bill 

11 f more tAan the negotiated fee schedule but patients are not 

BRITISH COLUYBU 
entitled to reimbursement from the government. 
Physicians may opt-out and charge patie 

n I writing. A physician may either send a copy of the 

schedule. To date, opted-out physicians'have not been 
subject to prorationing. 
Physicians arc entitled to opt-out if three months notic3is 
given to patients. Patients are reimbursed when they 

w 

1 1 A h i t  #cir bill to the Yukon Health Cart Plan. 

statement of fees or charges for the insured service to the 
Director, or include in the statement of fees or charges for 

YCMOl ' 

IORmiWS8T 
TlbR6UTORfB8 

the insured s e ~ c e  sent to the insured person a notice 
advising that the insured person is  responsible for sending 
the claim to the Director. Unless he/she has  made an 
election that is still in effect, no medical practitioner shall 
charge to or collect from an insured person a fee in excess 

Physicians are entitled to opt out of the Medical Care Plan 
by delivering to the Director a notice to that effect in 

11 / of the benefit in respect of the insured service. 

Source: Department of Health Policy and Economics, Canadian 
Medical  ati ion, October 1995. 



APPEHDIK B: medical Ssdces  Plan Data Request 
lJuae 1996) -- 

Please provide a fde with a record string for each of the 8 1  opted-out 
physicians (38 GPs, 43 Spechlists), and the 81 matched, opted-in physicians 
(matched by community, specialty, and +/-lo% billings). 

For each physician, list: 
I 

W of discrete patients within 8 categories (male and female 1- 
' 

19yrs, 20-39, 40-64, 65+ yrs) by MSP 
, "premium subsidy ($0-1 1,000, 

Capture this data for the year prior to opting out and the first year following 
opting-out, from the exact date of optinn-out: 

c-g. physician opted-out on June 93 and was  opted out for 400 days: 
Capture date of service data 1/92 - May 3 1/93 and 
June 1/93 - May 31/94. 

period. 
Capture similar data for matched, opted-in physician for same time 

For eacfi physician, list the volume of sewices by type of senice as follows: 

- 

IfO1 Reaional Examination 

I1 02 Consultation I 
03 Complete Examination 

04 Counseling 

05 GP Home Visit 
I 

06 GP Emergency Visit 

07 GP Institutional Visit 

08 GP Misc .  and Other Visit 

125 Suecialist Home Visit 11 
26 Specialist Emergency Visit 

27 Specialist Institutional Visit 

130 S~ecialist  Critical Care Services 11 
40 Anaesthesia Q 

. ,  
4 1 Cardiovascular Listing 

42 Obstetrics 
-- - 

09 Visit Remium 
A 

22 SpxI&st  cons^^^ 

2 3  Subsequent Visi t  

24 Counseling/ Psychotherapy 

-- - -- 

43 Surgery (non-minor) 

44 ?&or Surgery 
49 Procedural Remiums 

93 GP Pathology 

98 Other 



MSP FRJU be provided with all 81  opted-out billing numbers and the matched 8 1 
opted-in billing numbers fbased upon specialty, community of practice, and 
+/ - 10% billings) as well as the specific timeframes required for each matched 
pair, based upon the exact date of opting-out. 

MSP Billings Data 

By capturing this data, changes in opted-out physicians'gatient loads, 
age/gender/income distribution of patients, and volume 6f specifi~ types of 
-'services can be compared to the control group (matched, optecl-llff'physicians); 

'Quarter Practitioner Spedalty Service Subsidy Age Gender Patient Paid Paid 
Number code Code Code Group Count Sewices Amount 


