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Much of the debate about capitating indi-
vidual physicians for their services pits
the researchers and policymakers who

say that it reduces health care costs against those
who declare that it hampers quality of care.  A
recent study led by Terry Field, Sc.D., and con-
ducted at the University of Massachusetts Medical
Center finds that financial pressures do not lead
to significant changes in physician behavior.  

“Our study should temper some of the argu-
ments on both sides,” Field says.  “The change in
physician behavior under capitation is slight and
is offset by positive behaviors and outcomes.”

Almost no data exist about the effect of capita-
tion on quality and outcomes to guide those who
make compensation decisions. Field’s study,
which compares patterns of care and outcomes in
an HMO before and after it switched to a partially
capitated payment method, begins to fill this gap
in knowledge. “We took advantage of a natural
experiment to bring an evidence-based perspec-
tive to discussions on capitation,” says Field.

Background
Field’s research focused on a multi-specialty

physician group functioning as a group-model
HMO. In 1994, the group changed its compensa-
tion method from a salaried model that included
large bonuses based on physicians’ number of
patient encounters to a partially capitated method
under which bonuses are set according to the size
of doctors’ patient panels. The researchers
hypothesized that this shift would lead physicians
to increase their patient panels and reduce their
rate of contact with individual patients.  

To test their assumption, they compared pat-
terns of care among 117 physicians who were
employed by the health system for the two years
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prior to and the two years following the 1994
compensation shift. Using the health system’s
computerized data system, the investigators also
identified enrollees who received treatment for
one of two chronic conditions that have the
potential to produce adverse outcomes when not
given ongoing attention—hypertension and dia-
betes mellitus. Intermediate outcomes were
tracked for these patients.

Compensation Change Does Not Alter
Physician Behavior

With the change in compensation, physicians
did not noticeably change their behavior.
Although they reduced rates of primary care
visits, the reduction was not significant and did
not translate into a negative impact on quality of
care. Rates of patient encounters with primary
care physicians decreased .2 visits per year for
diabetic patients following the change in payment
method, but these individuals experienced an
overall increase in various standard-of-care mea-
sures, perhaps due in part to an equivalent rise in
their rate of encounters with specialists.  

Hypertensive enrollees experienced only a .12
annual reduction in encounters with both pri-
mary care and specialist physicians following the
move to capitation and experienced a very slight
decrease in standards of care.  Field says she
expected that “hypertensive enrollees would have
half as many contacts with primary care providers
under capitation.” Instead, she found that “all of
the changes were very small.” 

The lack of significant change in physician
practice patterns can be explained by influences
on physician behavior other than financial incen-
tives. “Financial pressure to reduce patient con-
tacts was offset by other factors,” Field explains.
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gency room visits and hospitalizations and num-
bers of stroke or myocardial infarction during 
the two years before and after the shift in com-
pensation.

Outcomes measures were not consistent over
the four years of study.  Although diabetic
patients did have higher rates of emergency room
visits and hospitalizations post-conversion, they
did not show a change in numbers of acute
events such as stroke and myocardial infarction.
Hypertension patients showed no increase in
emergency room visits or hospitalizations. 

The researchers controlled for potential con-
founding factors in their study. “We realized the
need to account for patient-level variables,” notes
Field. For each year, enrollees’ age, gender, gen-
eral health status, and co-morbidities were incor-
porated into the analysis.

Field’s study shows that shifting some of the
financial liability to the physician level does not
have as severe of an adverse effect on patient care
and outcomes as critics posit.  “The impact of
capitating physicians for their own services is not
likely to be as dramatic as either critics or propo-
nents suggested,” Field concludes. �
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“Because the size of their patient panels directly
affects compensation under capitated models,
physicians have an incentive to retain patients 
by providing high quality health care,” says Field.

In addition to the financial motivation, physi-
cians feel personal and professional pressure to
keep patients. “When a physician has been
assigned a patient, he or she takes full responsibil-
ity for that person’s overall care,” says Field.

Patients’ level of contact with physicians was
assessed by counting their number of ambulatory
office visits to both primary care providers and
specialists for each six-month period over the
four-year time frame of the study. For enrollees
with diabetes, standards of care were assessed by
the patients’ number of annual visits to their pri-
mary care physician, podiatrist, and ophthalmol-
ogist and the rate at which they were tested for
glycemic control.  Standards of care for hyperten-
sive enrollees were evaluated by tracking the 
pre- and post-conversion frequency with which
diuretic medications were dispensed and the rate
of lipid and potassium testing among those taking
diuretic drugs. For both populations, outcomes
were evaluated based on the total rate of emer-
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