Coinsurance and the Demand for Physician
Services: Four Years Later

In 1971 a study was made of the effects of a
£5-percent coinsurance provision on the demand for
physician services under @ comprehenswe prepaid
plan for medical care Comparing physician utiliza-
tion rates in 1966 (the year before coinsurance was
wiroduced} and 1968 (the first calendar year after
the change} showed that coinsurance led to a 24-
percent decline wn the per capita number of all
physiclan vists that held true repardless of how
the data were exanmined—whether by demographic
characteristwes of the study population, physician
specialization, or place of visit Thiw effect of co-
{nsurance could be temporary—a kind of ghock
effect that would wear off Swnce there was ne
conclusmve proof of this hypothesis, the authors
conducted a followup study, comparing physician
utihization rates in 1972 and 1968 They found no
evidence of any upward trend in the use of physi-
cran gerpices The overall ulilization rate was much
the same in 1972 as in 1968, end the rates of the
demographic subgroups and types of wmsys were
either much the same or shghily lower Equally
important was the finding that the plan had be-
come relatively unattractive for femilies n the
lowest  sociwoeconomic group who constituled o
smaller proportion of the 1972 plan membership
than of the pre-commsurance membership

IN 1970 the authors conducted a study of the
1mpact of the mtroduction of a comnsurance pro-
vision on the use of physician and outpatient
ancillary services under a comprehensive prepaid
plan of medical care! The plan studied, Group
Health Plan (GHP), had been offered by Stan-
ford University to 1ts employees and their de-
pendents since 1965 Under a different name but

*Ms Scitovsky is Chief, Health Economics Division,
and Ms MeCall (formerly Snyder) s Research Asso-
ciate of the Palo Alto Medical Research Foundation,
Pale Alto, Californfa The article reports on research
conducted under a Social Security Administration grant
(Grant No 10-P-57391/9) A slightly different version
wag presented at the 104th annual meeting of the Ameri-
can Public Health Assoclation in Miam{ Beach, Florida,
October 1976

P Anne A Scitovsky and Nelda M Snyder, “Effect of
Coinsurance on Use of Physician Services,” Scciwal Secu-
rity Bullebin, June 1972, which includes detailed descrip-
tions of the plan provisions, the provider under the plan,
and the methodology
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with much the same provisions, 1t had been
offered since 1952 Until April 1967, GHP (like
its predecessor plan) had provided first-dollar
coverage for almost all physician services in and
out of the hospital and for practically all out-
patient ancillary services Hospital services were
covered through a contract with a private insur-
ance company (Blue Cross coverage has since
been substituted ) In April 1967, a 25-percent
across-the-board comnsurance provision applying
to all physician and outpatient ancillary services
was Introduced because the provider of these serv-
ices under the plan—the Palo Alto Medical
Climic—found that the plan was runming mn the
red None of the other provisions of the plan were
changed A natural experiment for studying the
effect of comsurance on the demand for physician
services was thus provided

To measure the mpact of comnsurance, GHP
members’ use of physician services 1n 1966 (the
calendar year before its introduction) has been
compared with their use m 1968 (the first full
calendar year after the change) To eliminate
as far as possible demographic factors that might
mfluence the demand for physictan services, the
study population was himited to those GHP mem-
bers who had been covered by the plan the full
12 months of both years It was found that the
introduction of comsurance led to a substantial
reduction 1n the use of physictan services For
the group as a whole, the per capita number of
all physician services declined 24 percent

What 1s perhaps even more striking 1s that,
with few exceptions, the use of physician services
showed a sharp drop from the earher year,
whether the data are examined by demographic
characteristics of the members (age, sex, occupa-
tion, and insurance status) or by type of physician
service (place of visit or field of specialty of the
physictan) The mam exceptions appeared 1n the
data on hospital wisits, which declined only
shghtly, and on young children, whose use of
physician services also changed little

It has sometimes been argued that, although
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comsurance may lower the demand for physician
services 1n the short run, its mmpact will wear
off after some time and utilization will begm to
rise agamn Some evidence appears to support
this contention When Saskatchewan introduced
& cowmsurance provision applying to physician
services ($150 for an office visit and $2 for a
home, emergency, or hospital outpatient visit)
i Aprl 1968, use of physician services declined
about 4 percent 1 the following year In sub-
sequent years, however, the physician utihization
rate began to climb again ? This rise may reflect
the fact that Saskatchewan physicians apparently
did not always collect the copayment Whatever
the reasons for the increase, the hypothesis that
the impact of comnsurance may be temporary
seemed cogent enough to warrant further ex-
ploration

It 15 of great importance for planners of health
msurance—both private and public—to know
whether comnsurance curtails the demand for phy-
sician services only 1n the short run or whether
1t has a lasting effect on demand If its impact 1s
only temporary, the administrative cost, incon-
venience, and possible hardships 1t involves may
not be worth the savings i physician expend-
tures If, on the other hand, 1t curtails demand
in the long run as well as the short run, a case
can be made for copayment, provided a careful
evaluation 1s made to assure that 1t 1s not a barrier
to needed medical care services

i

DESCRIPTION OF STUDY AND OF STUDY
POPULATION

To test the hypothesis that comnsurance has
only a temporary effect on the demand for physi-
cian services and that demand tends to rise agan
after some time, a followup study of physician
utilization under GHP was undertaken, compar-
mg GHP members’ use of physician services in
1968 (the first year after its introduction) with
their use 1 1972 (4 years later) The data sources,
methodology, and general presentation of this
followup study are identical with those of the
1966-1968 study 1n all but one respect

Because the number of GHP members who
were covered by the plan the full 12 months of

' Saskatchewan Medical Care Insurance Commission,
Annual Reports

all 3 years—1966, 1968, and 1972—was only just
over 1,400 and because by defimition this group
would not have included any persons under age 7
and over age 58, 1t was decided to use as the popu-
lation for the followup study those GHI* members
covered by the plan the full 12 months of any of
these years but not necessarily all 3 years As
discussed briefly below, the study was, however,
duplicated for the 1966-1968-1972 cohort as well
as for another possible GHP study population,
and the 1esults were found to be very much the
same Although the main mterest of the followup
study 1s 1n physician utihization rates i 1968 and
1972, data are presented for 1966 in addition, since
the data in the original study refer to the 1966-
1968 GHP ecohort *

Tables 1 and 2 show the principal demographic
characteristics of the followup study population,
which consisted of 3,819 GHP members i 1966,
3,710 1in 1968, and 3,038 1n 1972 As m the orignal
study, plan subscribers and their dependents were
agamn classified 1n three occupational groups that,
in decreasing order, can be assumed to reflect both
mcome and education Faculty, other professional
staff, and nonprofessional staff

Asg table 1 shows, in 1966 and 1968 plan sub-
seribers were about evenly distributed among the
three groups, each accounting for approximately
one-third of all subscribers A sharp drop oe-
curred, however, in the number of nonprofessional
staff subscribers by 1972, when they accounted
for only one-fourth of all subseribers Simlarly
for total membership (subscribers and depend-
ents), the number of nonprofessional staff de-
clined from about 23 percent of all members 1
1966 and 1968 to just under 16 percent in 1972
Faculty and other professional staff members each
aceounted for just under 40 percent of all mem-
bers 1n 1966 and 1968, with the percentage of
other professional staff members mecreasing to
43 percent 1n 1972 The same dechine m nonpro-
fessional staff subscribers and members 13 shown
when the data are examined by sex Nonprofes-
sional stafl accounted for about 20 percent of all

# One additional change was made In the 1966-1068
study, radiology contacts were counted not only as an-
cfllary services (number of X-rays) but also as physician
visits (number of patient/radiologist contacts) They
are counted here only as ancillary services To make the
overall utllizatlon figures comparable with those in the
original study, about 05 physician visits must be added
to the totals
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male subscribers and of all male members 1n 1966
and 1968, but the proportions dropped to 12 per-
cent and 13 percent, respectively, in 1972 In all
3 years, men accounted for the great majonty of
all subscribers Plan members, however, were
about evenly divided between the two sexes

Age distributions of the study population m
the 3 years are presented in table 2 In the 6-year
period, both the group as a whole and each of the
occupational subgroups grew older, with the per-
centage of children under age 15 declining and
that of persons aged 45-64 increasing In all 3
years, nonprofessional staff was the oldest group
and other professional staff the youngest The
age distribution of the study population as a
whole differed from the national distributions m
1968 and 1972 1n that i1t had fewer children under
age 15 and more persons aged 45-64 years Ex-
cept for other professional staff m 1968, this
finding was true for each of the occupational sub-
groups 1 both years

Finally, 1t may be of interest to note that the
dependent/subscriber ratio of GHP plan members
declined from 20 1n 1966 to 19 m 1968 to 17
n 1972 Tt declined least for the faculty group
(from 25 m 1966 to 24 1n 1972), who had the

TasLr 1 —Percentage distribution of GHP subscribers and
members, by sex and cccupation, 1966, 1968, and 1972

Total members
(subscribers and
dependents}

8ubseribera
Bex and occupation

1066 | 1968 | 1972 | 1966 | 1968 | 1972

Total
Total number . 1,282 (1,301 (1,070 (3 819 (3,710 | 3,038
Totsl pereent_. . - - |10 01900 100 0 J100 0 {100 0 | 100 O
Facnlty - - 340|298 338|307 |371) 409
Other professional staft | | 346 365419377 |396] 434
Nonprofessional stafl - - 314|337 (243227233 157
Male
Total number . . ... 1,001 | 957 | 779 |1,870 {1,827 | 1,463
‘Total percent_..... - . {100 ¢ [100 O |100 G 100 © [100 O | 100 O
Faculty . - - - 426|303 (45414111385 431
Other professfonal stafl. _ . _. 383405424 |387[409] 438
Nonprofessional stafl - L102(202 01220202205 131
Femalo
Total number .. . .. 201 | 344 291 |1 949 (1 883 {1 575
Totalpercent.... ... . [100 01009 [260 0 [100 0 {100 0 | 100 ©
Faculty .. __ _ . .. . 45| 35 271333]3586| 389
Other professionalstaff .. __ .. [220]|253|405|368]383} 430
Nonprofessional staff . __ _ TWS|TL2)567 (250121} 180

BULLETIN, MAY 1977

TaBLE 2 -—Percentage distnbution of GHP members, by
age, sex, and occupation, 1966, 1968, and 1972

All vecupations
Age
Total Male Female

1968
Total number_.. . .. comeees . a 819 1,870 1,049
100 0 100 ¢ 100 0
322 329 a5
421 41 8 42 3
257 25 2 2 2

1968
-
Total number. —.eoue cen coeees 3,710 1,827 1,883
Total Dercent . .oeeevaammnennn —| 100 ¢ 100 0 100 0
14 . . . T meeemes - 259 av 281
o 4 43 0 45 0
L o i R 26 1 25 3 269

1872
Total number..... e oo acaeo 3,038 1,463 1,875
Total percent. ... .. .. ... 100 0 100 0 100 0
0-14 . e am e - 259 1 247
44 . . 45 3 44 3 46 3
4584 . L . ol o .. 289 28 6 290

highest dependent/subscriber ratio 1n all 3 years,
and most for nonprofessional staff (from 11 in
1966 to 08 m 1972), who had the lowest ratio
m all 3 years

FINDINGS

Physician Utilization Rates

The principal findings of the study can be
summarized very briefly No general upward
trend was apparent in physiczan utihzation rates
With miner exceptions, the per capita number of
physician services 1in 1972 was either the same as
m 1968 or somewhat lower For the group as a
whole, 1t was 3 9 1n 1968 and 3 6 1n 1972 (table 3) *

When the data were looked at m more detail,
1t was found that the use of physician services
declined for both males and females (table 4).
The physician utihzation rates of faculty and
other professional staff were lower in 1972 than
m 1968, with the difference especially marked
for faculty Faculty males had 3 7 physician serv-
1ces per member 1 1968 and only 31 mn 1972

* Age-sex adjusting the 1972 flgure by the 1968 GHP
age-sex distribution does not change the 1972 flgure



TABLE 3 —Per capita number of physicaan wimts and of
out iast),l_[eznt ancillarv services, by type of service, 1966, 1968,
an

Type of service 1066 1968 1972
Physician visits, total .. - 52 39 3
Outpatient ancillary services. - 80 30 97
Laboratory tests___ . - e - g 31 80
X-rays . e e = am - 6 5 -1
Allother. _ _ _ o ammsee aw 14 14 14

Similarly, faculty females had 4 5 physician serv-
rces per member 1 1968 and only 39 m 1972
By contrast, nonprofessional use of physician
services was somewhat higher 1n 1972 than
1968, for males the physician utihization rates
were 3 4 services per person 1n 1968 and 3 6 serv-
1ces m 1972, and for females they were 38 and
41, respectively The data for physician office
visits show smilar relative changes for the six
sex-occupation groups for the 2 years

When broken down nto age-sex-occupation
groups, the data show no special pattern of dif-
ferences between the 2 years For 24 of the age-
sex-occupation groups, the per capita number of
all physician visits was lower 1 1972 than 1n
1968, and for the remammng 18 groups it was
shightly higher No single subgroup shows a con-
sistent pattern of differences (an age-sex group
across occupations, for example}, and the differ-
ences appear to be random

The same lack of any special pattern 1s shown
when the data are grouped by other criteria
By place of visit {table 5), physician office visits
were lower 1n 1972 than m 1968 for both sexes,
and hosprtal visits were either unchanged or
shightly lower By insurance status and sex, the
per capita number of physician services m 1972
was lower than 1n 1968 1n the case of men faculty
subscribers, dependent wives, and male children,
and higher for the other three subgroups By field

TasLE 4 —Per capita number of physician visits, by sex and
occupation, 1966, 1968, and 1972

g
g

Box and occupation 1972

All occupations_... . .
Male . - e -
Fomaleiee oo . coua -

Faeulty . . . .. - -

Male tue an e 2 e o e as
Female .. _ -
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ale . . R -
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TaBLE § —Per capita number of physiman wvisits, by place
of viait and sex, 1966, 1968, and 1972
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1 Less than 0 1 visits

of specialty of the physician, the differences be-
tween the 2 years were too small to be reflected
m figures rounded to the nearest decimal point
except for pediatrics, where the per capita number
of physician services was 09 visits per person mn
1968 and 08 visits m 1972 This difference may
be due 1 part at least to the decline i the pro-
portion of children under age 5, who tend to be
relatively heavy users of physician services They
accounted for 7 6 percent of the study population
m 1968 and for only 4 8 percent i 1972

A comparison of the distribution of plan mem-
bers by number of physician visits showed that
for the study population as a whole, fewer mem-
bers had no physician visits 1 1972, more mem-
bers had 1-3 visits, and fewer members had more
than 4 visits With minor exceptions, this decrease
mn nonusers and high users and the increase n
moderate users was found for both sexes and for
all three occupational groups

Costs of Physician Services

Table 6 shows the principal data on costs of
physician and ancillary services in 1968 and
1972—that 1s, the dollar value (based on the fee
schedules of the Palo Alto Medical Clime in
1968 and 1972) of the medical services used by
GHP members m the 2 years® For the study
population as whole, per eapita costs of physician
services mncreased 22 percent This rise reflects
the combined effects of mcreases m the fee sched-

® Comparable data for 1966 are not shown because, In
the absence of coinsurance, charges are irrelevant In
the earlier study, 1066 services were priced in 1008
dollars te gain some idea of the effect of coinsurance
on expenditures for physician services in constant dollars
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TasLE 6 —Per capita costs of physian and outpatient
anallary services, by type of service, 1968 and 1972

Type of service 1968 1972
Physician wisits, total ... .. .. . ... .. £58 74 371‘85
Qutpsatlent ancillary services ... .. .. .. . .. 25 85 48 68
Laboratory tests . .. - -- L 4 me ee -e 1191 14 74
XT8YS . e - omn wrm = e v e e 723 11 32
Allother, . ooa & coam e o = a mme e . 6 51 12 82

ules of the Palo Alto Medical Clinic and the some-
what lower utilization of physician services mn
1972

Ancillary Services

Since ancillary services are largely physician-
generated, they are of relatively minor interest
m a study about the effects—short-run or long-
run—of coinsurance, but they merit at least a
brief mention As table 3 shows, the per capita
number of X-rays and of miscellaneous ancillary
gervices (diet service, physiotherapy, hearmg
tests, electrocardiograms and electroencephalo-
grams, for example) was the same mn 1968 and
1972 The per capita number of laboratory tests,
by contrast, jumped from 31 tests m 1968 to 80
in 1972 Aeccording to the director of the Palo
Alto Medical Clime laboratory, this increase 1s
largely attributable to the use of a new prece of
equipment, ntroduced n 1969, which routinely
performs a battery of twelve tests

The costs of ancillary services are shown m
table 6 Despite the very much greater increase
m the per capita number of laboratory tests than
in X-rays and other ancillary services, per capita
costs of laboratory tests were only about 24 per-
cent higher.in 1972 than n 1968, compared with
57 percent for X-rays and almost 100 percent for
other services

Physician Utihization Rates of Other GHP
Populations

The study was duplicated for GHP members
covered by the plan the full 12 months of all 3
years 1966, 1968, and 1972 who, 1f 1t had not been
for their relatively small numbers and the exclu-
sion of members under age 7 and over age 58,
would have been the preferable study population
on theoretical grounds Table 7 summarizes the
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TasLE 7 —Per capita number of physician wimts for GHP
members covered by plan for full 12 months of all years, by
gex and occupation, 1966, 1968, and 1972

Bex and occupation 1988 1668 1972
¥

Alloccupations __.. .. . . _. 50 38 37
Male .. ... . oo ool . 48 3 33
Female.... . .. _ [ 55 40 40
Faculty ___._. .. meamer wwn e 50 39 36
Male .. oo 0 ol aad cem . 48 38 33
Female . . _ O 54 40 a9
Other professional staff .. .. .. - 62 89 a6
Male .. .. . ... R, 47 28 33
Female.. .. .. _. ccvvs wem an o 56 49 37
Nonprofessional staft __ e e 49 35 45
U 40 34 3d
Femala ... .. .. . o0 en -ee 53 35 55

findings for this group When these figures are
compared with those in table 4, only slight dif-
ferences are observed in the utihzation rates of
the two populations 1 1968 and 1972, by and
large The only subgroup whese physician utiliza-
tion rate differed markedly for the 1966-1968-
1972 cohort m comparigon with the study popu-
lation 18 female members of the nonprofessional
staff group in 1972 who averaged 55 physician
visits m that year, compared with 41 visits for
the corresponding group 1n the study population
This group was, however, so small {145 members)
that a few high users can affect the overall aver-
age What 13 mmportant 1s that both populations
show the same trends. (a) No overall upward
trend 1n physician utihization rates, (b) somewhat
lower rates for faculty and other professional
staff 1 1972 than 1n 1968, and (c¢) shghtly higher
rates for nonprofessional staff in the later year®

In addition, physician utilization mn 1972 of
GHP members 1n the followup study population
who had been members of the plan before the 1n-
troduction of coinsurance 1 1967 was compared
with that of members who jomned the plan after
that date ™ It could be hypothesized that members
who jomned the plan after comsurance was mtro-
duced and who had never had the experience of
“free” physician services would be lower users
than those who had had first-dollar coverage

*The results of the 1966-1968 study would also have
been much the same, regardless of which study popula-
tion was chosen For the 1966-1968 cohort in the original
study, coinsurance resulted in a 24-percent drop in the
per ecapita number of physician visits, for GIP mem
bers in the plan the full 12 months of 1966 and 1968
but not necessarily both years, the decline was 23 per-
cent, for the 1966-1968-1972 cohort, it was 24 percent

TThe subscriber's date of jolning was assigned to all
family members because, for children, the decision to
see a physician is made by the parents The results do
not differ markedly if the date of each member is used
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and who, though reducing their use of physician
services when comsurance was first mtroduced,
might tend to resume their original utilization
pattern after some time Alternatively, the oppo-
site hypothesis could be made Post-1967 plan
members might be higher utilizers because they
might already have discounted for the 25-percent
copayment when they jomned the plan, although
for the pre-1967 members 1t represented an -
crease 1 price The findings do not bear out
either hypothesis

The per capita number of physician services
m 1972 was slightly lower for the post-1967
than the pre-1967 group as a whole (35 visits
compared with 3 6 visits), as well as for all male
members (30 as agamst 3 3 visits) and all female
members (39 as against 4 0 visits) But when the
data are examined by occupation and sex, no con-
sistent pattern of difference between the two
groups emerges The post-1967 group used some-
what fewer physictan hospital services, fewer
services of mternists, and more pediatric services
These differences, however, are likely to be due
more to the fact that the post-1967 group was
slightly younger than the pre-1967 group, rather
than to the time when they jomed the plan

COMMENTS

The apparent stabihzation of GHP members’
physician utilization rate at about 3 6 visits per
member per year (or 34 office visits) seems some-
what surprising 1n comparison with the utiliza-
tion rates of some other groups for whom data
are available For purposes of comparison, these
have been brought together in table 8 Such com-
parisons have to be regarded with caution because
the data are never strictly comparable The demo-
graphic characteristics of the groups differ, the
definttion of what constitutes a physician wisit
18 not always the same, and methods of data col-
lection vary Nevertheless, they are adequate for
a rough comparison

To choose some figures from the table, the 1972
GHP office-visit utilization rate was somewhat
lower than that of members of Kaiser-Northern
Califormia and only slightly higher than that of
members of the Health Insurance Plan of Greater
New York (HIP), the national rate for all races,

24

TasLE 8 —Per capita number of physician visits for mem-
bers of GHP and gelected prepaad group health plans and for
U S population,! by type of visit, 1988 and 1972

Office visits All visits

8elected groups
1968 1972 1968 1972

GHP1?

All members. .. _
Male _
Female . ._ ... ..

Kafser Northern .
California #
All members, both
sexes - e mme 38 38
Health Insurance Plan -
of Greater New
ork 4
All metnbers, both
BOXES & sem ae -
Medleaild R
Non Medleaid .. - .
United Btates &
Allraces ... . .. ..
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1 Data refer to persons under age 65

t Figures in parentheses include estimated per capita number of radiol-
ogists’ sarvices

3 Personal communieation, excludes radiologists services

¢ Personal communication, includes radlologf:ts‘ services

¥ Data are for 1969 and 1971, includes radiologists services Unpublished
gata from the Health Interview Survey, National Center for Heslth Statis-

-}

and the national rate for whites® It was con-
siderably lower, however, than the national rate
for whites mn the West Considering the fact that
the GHP group was almost entirely white and
on the average probably represented a somewhat
higher socroeconomic group than these other
groups, 1ts physician utilization rate seems low.
The question arses, therefore, as to the explana-
tion of this relatively low rate

One possibility 1s the presence of constraints
on the supply side, such as long waiting times
for an appointment or m the office There 1s no
evidence that this was the case If anything,
judgmng by Palo Alto Medical Climie (PAMC)
data, the number of patient visits per PAMC
physician was low, compared with the number for
other physiwcians, and dechned slightly m the
pertod 1968-72

Another factor that obviously springs to mind
1s price Between 1968 and 1972, PAMC fees for
the two most common office visits, which between
them accounted for T4 percent of all office visits,

*The GHP and Kaiser-Northern California figures
exclude radlologists’ services, the HIP and natlonal
figures include them To make the GHP data comparable
with the others, figures including the estimated per capita
number of radiologists’ services are shown in table 8
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rose 25-30 percent for all physicians and 14-18
percent for pediatricians Fees for an annual ex-
amination rose 60 percent for adults and 25-60
percent for children, fees for physician hospital
visits 25 percent, and fees for surgery 20-44 per-
cent In terms of out-of-pocket costs, however,
these mcreases seem hardly enough to hold down
the demand for phystcian services The average
PAMUC fee for a routme office visit 1 all PAMC
departments except pediatrics rose from $10 to
$13 between 1968 and 1972 Thus the copayment
rose from $2 50 to $3 35—by 85 cents Pediatric
fees for a routine office visit rose from $8 50 to
$10, with the copayment mmcreasmg from $213
to $2 50—by 37 cents While these increases mn
out-of-pocket costs probably held back some GHP
members from seemng a physician, 1t 13 unlikely
to have been a major factor

One other explanation 1s possible GIP mem-
bers may have obtained some physician services
from out-of-plan physicians, especially after co-
msurance was introduced Such use would explain
the relatively low GHP physician utilization rate
m 1972, compared with some of the national
figures, which relate te all physician visits No
data on out-of-plan use of physician services are
available for either the original comsurance study
population or the followup study population, but
such data are available for another group of
Stanford Umiversity GHP members from an-
other study currently bemng completed by the
authors This group consists of 890 single or
family subscribers, totaling 2,139 members, who
were covered by the plan from July 1, 1973,
through June 30, 1974, and who were followed by
household interviews at 3-month intervals during
this period, mainly to obtam data on out-of-plan
use of physician services This group differs from
the GHP populations used mn the present study
m some of 1its demographic characteristics, but
the differences are minor and there 1s no reason
to belteve that, with respect to ocut-of-plan use of
physician services, the behavior of its members
differed radically from what would have been
found for the population covered in the present
study

According to data from this other study, 34
percent of all GHP members covered by the plan
during the period July 1973-June 1974 reported
some out-of-plan physician services Overall, the
per capita number of such services came to 18
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visits Adding this number to the per capita
number of m-plan physician visits (3 6 visits, or
41 visits including radiologists’ services) brings
the GHP figure well above the figures for the
various national population groups shown n
table 8

To evaluate how this rather substantial use
of out-of-plant physician services reflects the pos-
sible effect of comnsurance, 1t must be examined by
type of insurance status of the service as in table
9, where out-of-plan physician services are broken
down 1nto four msurance status categories The
first group, services not covered by the plan, con-
sists of such services as psychiatric care, eye ex-
aminations, and cosmetic surgery The second
group, services covered by the plan and reim-
bursed by the plan, 15 composed mainly of emer-
gency services and services obtamned by plan
members when they were out of the area and too
far from the provider

Exzamples of the third category, services ex-
cluded from coverage by the plan because they
are covered by other mnsurance, are services paid
for by workmen’s compensation, services obtained
under a student health plan, services paid for by
another person’s 1nsurance policy (i case of
accidents, for example, and annual examinations
paid for by an employer) Fmally, the fourth
group, services covered by the plan and not rexm-
bursed by the plan, consists of services GHP
members could have obtamed from plan physi-
ciang under the terms of the plan but elected to
obtam from out-of-plan physicians

As table 9 shows, by far the largest percentage
of out-of-plan physician services—63 percent—
were services not covered by the plan They
represented 11 visits per member per year out
of the total of 18 out-of-plan physician wisits
More than half these visits were for psychiatric
care The second and third groups together ac-

TasrLe 9 —Percentage distribution of out-of-plan physician
visits and per capita number of wisits, by type of Insurance
coverage, July 1973-June 1974

Percentage | Per capita
Type of insurance soverage distribution | number of
of visits 1 visits
Tolal.. - cce - o an u emmmme e eed] 100 & 18
Not covered by plan ... . _ . coo cauee 62 5 11
Covered and reimbursed by plan . . _ __ 53 1
Excluded from coverage becanse covered by
other {nsutanee .. - .. _ .. .. .. 105 2
Covered and not reimbursed by plan ...... 217 4

' Based on 8,787 visits



counted for 16 percent of all out-of-plan physi-
clan services, or 03 visits per member per year
The final category, services covered by the plan
and not reimbursed, came to 22 percent of all
out-of-plan physician visits and to ¢4 visits per
member per year )

It 1s only this last category that may have
mereased as the direct result of comsurance It
seems unlikely, however, that it increased sub-
stantially, considering its relatively low level In
addition, 1t 1s of interest to note that data from
this same study show that out-of-plan use of
physician services by & group of 926 Stanford
Umniversity employees {or a total of 2,061 persons)
enrolled mm a Kaiser plan with much the same
benefit package but no coinsurance was similar
to that of the GHP group Liake the GHP mem-
bers, they were plan members in the period July 1,
1973-June 30, 1974, and were contacted at 3-
month 1intervals for information on out-of-plan
use of medical services Although only 26 percent
reported out-of-plan physician services, the per
capita number of such visits came to 1%, only
slightly less than that of GHP members More-
over, 26 percent of such visits, or 04 wisits per
member per year—a figure 1dentical with that for
the GHP group—were for services they could
have obtained from plan physicians under the
plan’s terms If this represents “normal” or aver-
age out-of-plan use 1n the absence of comsurance
(1f there 1 such a thing), GHP out-of-plan use
cannot have mncreased substantially as a result of
colnsurance

To sum up, the study shows that the impact
of comsurance on the demand for physician serv-
1ces was not a temporary phenomenon, a kind of
shock effect, that wore off with the passage of
time It not only reduced the demand for physi-
cian services under the plan immediately after
1ts 1mposition but seems to have led to a stabiliza-
tion of demand for in-plan services at a level
considerably below the pre-comsurance level
What data there are suggest that the decrease mn
m-plan utthzation of physician services was not
compensated for by an increase m the use of out-
of-plan physicians for covered services

The fact that comsurance had a lasting effect
on demand 1s, 1n the authors’ opinion, an 1mpor-
tant finding Perhaps equally mmportant for all
concerned with prepaid medical care and national
health 1surance 1s the effect 1t appears to have
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had on enrollment Both this study and the earlier
comsurance study suggest strongly that, although
a plan with a 25-percent comsurance may be swit-
able for middle- and upper-income familes, 1t
may not meet the needs of lower-income families
To quote from the earher study, for such families
a 2j3-percent comnsurance provision

may impose too much of a financial barrier, as the
study data suggest—particularly the figures show-
ing the high percentage of male members of the non-
professional group without a physiclan visit in 1968
Other supporting evidence from the GHP study are
the suhbstantial reduction in annual physical exami-
nations and the low rate of annual physical examina-
tions of adult male nonprofessionals after coinsur-
ance was Introduced®

In the present study, the enrollment figures
suggest that the plan may have lost much of 1ts
attraction for nonprofessional staff. As pointed
out above and shown 1n table 1, nonprofessional
staff declined from about one-third of all GHP
subscribers 1n 1966 and 1968 to less than one-
fourth m 1972 Similarly, though the number of
faculty subscribers declined 18 percent between
1966 and 1972 and that of other professional staff
stayed the same, the number of nonprofessional
staff subscribers declined 36 percent Neither a
decline 1n Stanford Unmiversity employment nor
a major shift m the distribution of employees
among the three occupational groups had occurred
that might explain this decline in enrollment by
nonprofessional staff

Additional evidence supporting the inference
that GHP may have become relatively unattrac-
tive to nonprofessional staff comes from the
authors’ other study referred to above This ev1-
dence 1ncludes, 1n addition to data on GHP, data
on Stanford Umversity’s other prepaid plan, a
Kaiser plan (offered since 1969) with no copay-
ment and shghtly lower premiums for both single
and family subscribers*® Of the 3,077 Stanford
University employees who were enrolled in the

*Anne A Scltoveky and Nelda M Snyder, op eit,
page 17

¥ Unfortunately, no enrollment data by occupation are
avallable for Stanford University’'s third basic health
plan, a Blue Cross hospital medical plan, offered in
various forms since the 1850°s This plan provides com-
prehensive medical and hospital services for subscribers
but does mot cover cutpatlent services for dependents
According to Stanford University sources, since 1969
(when the Kalser plan was first offered), about half of
ell Stanford subscribers to the three plans have been
enrolled in the Blue Croess plan, with the other half about
evenly divided between GHP and the Kaiser plan

SOCIAL SECURITY



two prepaid plans on July 1, 1973, about one-
half (52 percent) were enrolled in the Kaiser
plan Of the 1,362 nonprofessional staff who were
covered by the two plans at that time, however,
74 percent were members of the Kaiser plan
This proportion can be compared with the 17
percent of the total number of faculty and 52
percent of the total number of other professional
staff enrollees 1n the two plans Similarly, while

i

76 percent of the 1,225 new enrollees 1n the two
plans between 1969 and 1973 jomed the Kaiser
plan, 82 percent of the new nonprofessional staff
enrollees did so, compared with 48 percent of the
new faculty and 74 percent of the new other pro-
fessional staff enrollees One can hardly escape
the conclusion that a prepaid plan with a rela-
tively heavy copayment for physician services
does not attract lower-immcome families

Notes and Brief Reports

Cash Benefits for Short-Term Sickness,
1975*

Despite a shght reduction n the amount of
benefits paid by voluntary private group msur-
ance, total cash benefits for short-term sickness
rose 1n 1975 by 9 percent to $8,700 milhon This
merease was almost as great as that for the year
before, although the major benefit sources pro-
ducing the gains were different m each year In
1974 the 19-percent increase n benefits paid by
voluntary tnsurance plans to workers in private
mdustry stood out Sick-leave payments also
made a substantial contribution to the 1974 benefit
total, but they were even more important 1 1975
Of particular significance was the sick leave paid
to government workers, which rose 14 percent

Income loss from sicknmess rose at a much
higher annual rate m 1975 (almost 9 percent)
than 1t did m 1974 (3 percent) The 1975 total
loss, $23 7 billion, includes work-time loss result-
g from the first 6 months of 1llness of long
duration, as well as from nonoccupational dis-
abilities lasting less than 6 months It encom-
passes, 1n addition, not only income actually lost
but 1ncome that would have been lost 1f 1t were
not for sick leave or wage-continuation programs
Formal sick leave 1s counted as an offset to this

* By Daniel N Price, Divizion of Retirement and
Survivors Studles, Office of Research and Statlsties For
detailed treatment of this subject, see the Social Security
Buylletin, July 1976, pages 2234
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potential loss and 1s added to the benefit totals

The cash benefits and mcome Ioss attributable
to non-work-connected disability rose at similar
rates during 1975 As a consequence, the benefit-
loss ratio—the measure that relates the two
factors—increased only shightly, from 36 6 percent
in 1974 to 36 8 percent 1n 1975

WORKERS COVERED

About 49 million wage and salary workers, or
63 percent of the entire labor force, were pro-
tected agamnst mcome loss due to temporary dis-
ability m 1975 Virtually all Federal Government
workers and 9 out of 10 State and local govern-
ment employees are estimated to be under sick-
leave plans As table 1 shows, the rate of coverage
was much lower for those i private mdustry—
57 percent With workers in areas covered by
mandatory temporary disability mnsurance (TDI)
excluded, 44 percent of the other workers in
private mdustry were afforded protection on a
voluntary basis

These data pertain to protection provided to
workers through their place of employment (In
addition, some workers purchase mdividual in-
surance policies that provide cash benefits during
disability ) Two major forms of sickness benefits
are considered here jnsurance plans (including
self-insurance} and sick leave or wage-continua-
tion programs An estimated 31 million workers
m private mdustry were covered by msured or
self-insured plans that generally replace one-half
to two-thirds of wages after a waiting period
rangmg from 3 days to a week This estimate
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