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OBJECTIVE: There is increasing public discussion of the value

of disclosing how physicians are paid. However, little is known

about patients' awareness of and interest in physician payment

information or its potential impact on patients' evaluation of

their care.

DESIGN: Cross-sectional survey.

SETTING: Managed care and indemnity plans of a large,

national health insurer.

PARTICIPANTS: Telephone interviews were conducted with

2,086 adult patients in Atlanta, Ga.; Baltimore, Md/

Washington DC; and Orlando, Fla (response rate, 54%).

MEASUREMENTS AND MAIN RESULTS: Patients were

interviewed to assess perceptions of their physicians'

payment method, preference for disclosure, and perceived

effect of different financial incentives on quality of care. Non-

managed fee-for-service patients (44%) were more likely to

correctly identify how their physicians were paid than those

with salaried (32%) or capitated (16%) physicians. Just over

half (54%) wanted to be informed about their physicians'

payment method. Patients of capitated and salaried

physicians were as likely to want disclosure as patients of

fee-for-service physicians. College graduates were more likely

to prefer disclosure than other patients. Many patients (76%)

thought a bonus paid for ordering fewer than the average

number of tests would adversely affect the quality of their care.

About half of the patients (53%) thought a particular type of

withhold would adversely affect the quality of their care. White

patients, college graduates, and those who had higher incomes

were more likely to think that these types of bonuses and

withholds would have a negative impact on their care. Among

patients who believed that these types of bonuses adversely

affected care, those with non-managed fee-for-service

insurance and college graduates were more willing to pay a

higher deductible or co-payment in order to get tests that they

thought were necessary.

CONCLUSIONS: Most patients were unaware of how their

physicians are paid, and only about half wanted to know.

Most believed that bonuses or withholds designed to reduce

the use of services would adversely affect the quality of their

care. Lack of knowledge combined with strong attitudes about

various financial incentives suggest that improved patient

education could clarify patient understanding of the nature

and rationale for different types of incentives. More public

discussion of this important topic is warranted.
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tionships; disclosure; quality of care.
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C ontractual arrangements that place physicians at

financial risk for services delivered are increasingly

used.1,2 In part because of this fundamental shift in the

way that physicians are paid, many have advocated for

disclosure of financial incentives as a way of reducing

potential conflicts of interest.3±8 Many patient advocates

believe that disclosure of physician payment methods

should be an integral part of a patients' ``bill of rights''.9±11

Many states have already enacted legislation that prohi-

bits contracts that restrict patient-physician communica-

tion including discussions about financial incentives.12,13

Somehealthplansalreadyencouragesuchcommunications.

The Federal government has issued rules mandating that

Medicare health plans disclose physician payment methods

to patients who request this information.14

Disclosure may not be as useful to patients as many

advocates of such procedures hope without more patient

education about financial payment methods. Physician

contractual arrangements often include various combina-

tions of primary payment methods (capitation, salary, fee-

for-service) and secondary financial incentives (bonuses

and withholds). Secondary financial incentives can be

based on many factors including member satisfaction,

performance of preventive services, group financial perfor-

mance, and referral patterns. Information about complex

financial arrangements may be difficult to convey in a

concise and interpretable manner.15

Disclosure may also have unintended consequences.

Many payor financial incentives are designed to encourage

appropriate use and discourage inappropriate use of
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medical services16 but are viewed by some as having the

potential of compromising the traditional role of the

physician as primarily an agent of the patient.17,18 If

physicians were required to discuss financial incentives

in the context of clinical decisions, such discussions might

undermine patients' trust in their physicians, especially in

the absence of a long-term relationship.19 Furthermore, we

do not know if patients would find such information useful

when selecting a physician or health plan.20±23 The

American Medical Association's Principles of Managed

Care 24 contains provisions that advocate for disclosure of

certain financial incentives but it is unknown how many

physicians adhere to these provisions. Moreover, other

factors might affect practice behavior, including expecta-

tions for a certain target income and fear of malpractice

litigation that may drive overuse of diagnostic tests and

procedures. These additional incentives are not addressed

in this study.

In spite of the current debate about disclosure, there

are few empirical studies about this issue. In a previous

article that reported the results of a survey in a single

market,25 we found that almost two thirds of respondents

did not know how their doctor was paid. In the study

described herein, we previously reported that when

patients were asked how their doctor was paid, about

68% of patients were incorrect or did not know.26 These

results may have important implications for efforts to

disclose information to patients. In this article, we address

3 questions: 1) Which patients are more or less likely to be

aware of how their physicians are paid? 2) If patients are

unaware of how their physicians are paid, do they want to

be informed? and 3) What is the perceived impact of

financial incentives designed to reduce use of services on

quality of patient care?

METHODS
Sample

Respondents were part of a study examining the

relationship between physician payment methods and

patients' trust in their physicians (for details regarding

sample selection and methodology, see previous publica-

tion).26 Briefly, eligible patients (18 years or older) had a

primary care physician (family practice, internal medicine,

or obstetrics/gynecology) office visit in 1995, and were

enrolled in managed care or indemnity plans of a large,

national health insurer in 3 health insurance markets

(Atlanta, Ga; Baltimore, Md/Washington DC; and Orlando,

Fla). A disproportionate stratified probability sample of

patients was selected from physician practices with at least

8 eligible patients. We were particularly interested in

comparisons between patients of physicians who were paid

on a capitated basis and physicians who were paid on a

managed fee-for-service basis. Thus, we drew a sample

with a 1:2:2:1 ratio of patients whose physicians were paid

on a salaried, capitated, managed fee-for-service, and non-

managed fee-for-service basis, respectively, for those

patients. Payment method at the physician level was

determined from health plan records, medical directors of

multi-specialty group practices, or interviews with office

managers of physician practices.

Questionnaire

To assess patients' awareness of how their physicians

were paid, respondents were asked to identify their

physician's method of payment: 1) doctor's pay is based

on a straight salary; 2) doctor's pay is based on some fixed

monthly amount which is dependent on the number of

patients in the doctor's practice; and 3) doctor's pay is

based on the number of office visits. Respondents were also

asked about their desire for disclosure: ``Do you think that

you should be informed about what your doctor's pay is

based on?''

Even though salary arrangements have no inherent

financial incentives to provide more or less care, physi-

cians paid a salary may be subject to bonuses and/or

withholds. Therefore, any disclosure of payment methods

will likely have to address these types of financial

incentives. To assess the perceived impact of physician

incentives on quality of care, we focused on a specific type

of bonus and withhold that may discourage use of medical

services.27 We described to patients one type of withhold

(``Some HMOs withhold a portion of the money paid to a

doctor until the end of the year. The withheld portion is

then paid to the doctor if there is a surplus in HMO

medical funds.'') and bonus (``Doctors were paid a bonus

for ordering fewer than the average number of tests.'').

Respondents were asked whether they thought these

types of bonuses or withholds would make care better,

worse, or have no effect. Those who thought such bonuses

would make their care worse were also asked if they would

``pay a higher copay or deductible to get the tests that they

thought they needed.''

In the sites studied, some groups of salaried physi-

cians received bonuses based on factors such as member

satisfaction and financial performance. At the beginning of

the study, withholds were used in salaried and capitated

groups in one of the study sites; those were discontinued by

the plan in mid-1996. The fee-for-service arrangements

were not subject to plan bonuses or withholds in any of the

study sites.

The questionnaire asked about patients' race, educa-

tion, income, and health status. Patients' age and gender

were obtained from administrative data. Information about

physicians' age, gender, and international medical gradu-

ate status were abstracted from the AMA's 1997 Physician

Masterfile and the insurer's administrative files.

Statistical Analysis

We used �2 tests to evaluate differences between

groups of patients on their awareness of physician payment

methods, desire for disclosure, and perceptions of the
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impact of selected financial incentives on the quality of

their care. We conducted multivariate analyses using

logistic regression models in which desire for disclosure,

perceived negative effect of financial incentives, and

patients' willingness to accept a higher copay or deductible

were dependent variables. Independent variables in the

regression models included physician payment method,

patients' perceptions of how their physicians were paid,

patient characteristics (age, gender, race, education, in-

come, and health status), and physician characteristics

(age, gender, U.S. medical graduate). Variables also were

included to control for site effects. Missing data in

independent variables were imputed using regression

models. Huber corrections adjusted for intracluster corre-

lations among multiple patients of the same physician

(STATA, Version 5.0, STATA Corp, College Station, Tex).

For some analyses, weights were used that correct for the

differential sampling probability for patients of physicians

paid in different ways.

RESULTS

Of the 4,448 patients we attempted to reach for a

telephone interview from January 1997 through June

1997, 2,733 patients were contacted and screened for

eligibility. Of those screened, 602 patients (22%) were

ineligible (i.e., no longer enrolled in the health plan,

language problems or hearing difficulties, could not

identify a ``regular'' doctor, or had no opinion about

their physician). Among the eligible patients, 2,086

telephone interviews were completed for a response rate

of 54.2% among those not known to be ineligible. Of

those contacted and eligible, 97.9% completed an inter-

view. Respondents were older on average than non-

respondents (weighted data; 46 vs. 44 years old, P <

.01), and more likely to be female (weighted data; 71%

vs 64%; P < .01).

Respondent characteristics are presented in Table 1.

Non-managed fee-for-service patients were older on aver-

age (P < .01) and more likely to be white (P < .01) than other

patients. Managed and non-managed fee-for-service pa-

tients were more likely to be female (P < .05) and more likely

to have graduated from college (P < .01) than other patients.

Patients with salaried physicians tended to report slightly

poorer health status than other patients (P < .01).

Awareness of Payment Methods

Patients with salaried (32%, P < .001) or capitated

physicians (16%, P < .001) were less likely to be correct

about their physician's payment method than non-

managed fee-for-service patients (44%). There was no

difference in awareness of payment method between

managed and non-managed fee-for-service patients (Table

2). Regardless of how their physicians were paid, very few

patients identified capitation (11%) as a possible method

of physician payment.

Preference for Disclosure

About half of the patients (54%) wanted to be informed

about how their physicians were paid. Non-managed fee-

for-service patients (62%) were more likely to want dis-

closure than those whose physicians were paid on a

salaried (46%, P < .001), capitated (54%, P < .05), or

managed fee-for-service basis (55%, P < .05).

Predictors of Preference for Disclosure

In logistic regression analysis that adjusted for other

predictors, patients of non-managed fee-for-service physi-

cians were more likely than patients of salaried (odds ratio

Table 1. Patient Characteristics According to Physician Payment Method

Salary,
n = 359

Capitation,
n = 691

Managed
Fee-for-Service,

n = 656

Non-Managed
Fee-for-Service,

n = 380
Total,

N = 2,086
Weighted

Total, N = 2,086

Mean age (SD), y* 44.0 (12) 42.8 (12) 43.1 (11) 54.4 (12) 45.2 (12) 45.0 (12)
Female, % (SE)y 65.5 (3) 67.0 (2) 73.0 (2) 71.1 (2) 69.4 (1) 71.0 (1)
White, % (SE)* 67.0 (3) 75.1 (2) 84.3 (1) 91.1 (1) 79.5 (1) 80.3 (1)
College graduate, % (SE)* 32.3 (2) 37.6 (2) 47.9 (2) 50.5 (3) 42.3 (1) 43.6 (1)
Income �$45,000, % (SE)* 58.2 (3) 64.9 (2) 73.4 (2) 73.4 (2) 67.9 (1) 71.3 (1)
Self-reported health, % (SE)*

Excellent 23.5 (2) 25.5 (2) 30.3 (2) 28.0 (2) 27.2 (1) 28.3 (1)
Very good 38.1 (3) 37.7 (2) 41.5 (2) 43.7 (3) 40.0 (1) 39.6 (1)
Good 27.2 (2) 27.3 (2) 21.6 (2) 22.5 (2) 24.6 (1) 24.3 (1)
Fair 8.7 (2) 7.8 (1) 5.9 (1) 4.2 (1) 6.7 (.5) 6.9 (.7)
Poor 2.5 (.8) 1.6 (.5) 0.6 (.3) 1.6 (.6) 1.4 (.3) 1.0 (.2)

Area
Atlanta, Ga, % 13.1 0.0 14.3 27.1 11.7 11.7
Orlando, Fla, % 39.0 27.5 37.4 10.5 29.5 29.5
Baltimore, Md/

Washington, DC, % 47.9 72.5 48.3 62.4 58.8 58.8

* P < .01.
y P < .05.
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[OR], 0.64; 95% confidence interval [CI], 0.43 to 0.94) or

capitated (OR, 0.67; 95% CI, 0.47 to 0.95) physicians to

want disclosure (Table 3). Those who stated they did not

know how their physicians were paid were no more likely to

prefer disclosure than other patients. College graduates

(OR, 1.43; 95% CI, 1.18 to 1.73), and patients who had

poorer health status (OR, 1.12; 95% CI, 1.01 to 1.25) were

more likely to want disclosure. When the same model was

run with weighted data, the coefficients were comparable,

but the confidence intervals changed slightly and physician

payment type and reported health status were no longer

significant.

Perceived Impact of Incentives on Care

Many patients believed that the use of certain types of

bonuses (76%) or withholds (53%) would adversely affect

their care (Table 4). Non-managed fee-for-service patients

were more likely to believe that the bonuses would

negatively affect their care than were capitated patients

(77 vs 72 %, P < .05). More non-managed fee-for-service

patients (58%) believed that using the specified type of

withhold would adversely affect their care than capitated

patients (52%, P < .01) or those with salaried physicians

(50%, P < .001). Few patients (3% to 10%) believed that use

of such bonuses or withholds would have a positive effect

on the quality of their care.

Predictors of Perceived Impact of Incentives

In logistic regression analysis, white patients (OR,

3.91; 95% CI, 2.55 to 6.01), women (OR, 1.77; 95% CI, 1.17

to 2.69), college graduates (OR, 2.03; 95% CI: 1.29 to 3.18),

and those with higher annual incomes (OR, 1.87; 95% CI,

1.25 to 2.79) were more likely to believe that the specified

type of bonus would adversely affect the quality of their

care (Table 5). Compared to younger patients, those

between the ages of 35 and 54 inclusive were more likely

(OR, 1.82; 95% CI, 1.14 to 2.93) to believe that those

bonuses would have a negative impact on their care.

Those who believed that the use of those withholds

would adversely affect the quality of their care were more

likely to be white (OR, 2.42; 95% CI, 1.63 to 3.61), female

(OR, 1.90; 95% CI, 1.26 to 2.86), and college graduates

Table 2. Patient Perceptions of How Their Physicians Are Paid According to Payment Method

Actual Physician Payment Method

Perceived Physician
Payment Method

Salary
(n = 358)

Capitation
(n = 685)

Managed Fee-for-Service
(n = 652)

Non-Managed Fee-for-Service
(n = 371)

Total
(N = 2,066)

Salary, % 32* 14 10 6 14

Capitation, % 13 16* 9 5 11
Fee-for-service, % 24 34 42 44 37
Did not know how

physician was paid, % 30 36 39 45 38
Total 99 100 100 100 100

Percentages may not total 100 due to rounding.

* P < .001 for the differences between the non-managed fee-for-service group and each of the other groups in the percent of respondents who

correctly identified their physician's payment method.

Table 3. Multivariate Predictors of Desire for Disclosure (N = 2,006)****

Predictors Odds Ratio (95% CI)

Physician was paid on a salary basisy 0.64 (0.43 to 0.94)z

Physician was paid on a capitated basisy 0.67 (0.47 to 0.95)z

Physician was paid on a managed fee-for-service basisy 0.74 (0.54 to 1.01)
Thought physician was paid on salary basis{ 0.88 (0.63 to 1.24)
Thought physician was paid on a capitated basis{ 1.03 (0.70 to 1.53)
Thought physician was paid on a fee-for-service basis{ 1.29 (0.95 to 1.77)
Correctly identified that physician was paid on a salary basis 0.60 (0.34 to 1.03)
Correctly identified that physician was paid on a capitated basis 1.51 (0.85 to 2.71)
Correctly identified that physician was paid on a fee-for-service basis 0.94 (0.63 to 1.41)
College graduate 1.43 (1.18 to 1.73)x

Poorer health status 1.12 (1.01 to 1.25)z

*Controlling for age, gender, race, income, physician age, physician gender, foreign medical graduate physician, and site.
yReference group was comprised of non-managed fee-for-service patients.
z P < .05.
x P < .001.
{Reference group was comprised of patients who did not know how physicians were paid.
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(OR, 2.07; 95% CI, 1.35 to 3.18). Actual physician payment

method and patient health status were not associated with

perceived impact of the bonuses or withholds on quality of

care. When the same model was run with weighted data,

the coefficients were comparable, but the confidence

intervals changed slightly and gender was not significantly

related to perceived effects of either bonuses or witholds,

the effect of college education was no longer significant for

perceived effects of withholds, and income no longer had a

significant effect on perceived effects of bonuses.

Predictors of Willingness to Pay

Among 1,443 patients who thought the use of bonuses

that reward physicians for ordering fewer than the average

number of tests were problematic, 64% were willing to

accept a higher copay or deductible to get medical tests

they perceived as being necessary. Non-managed fee-for-

service patients were more willing to pay a higher co-

payment or deductible than patients with salaried (OR,

0.52; 95% CI, 0.31 to 0.88) or capitated (OR, 0.46; 95% CI,

0.29 to 0.73) physicians. College graduates were also more

willing to pay more to get medical tests that they thought

were necessary (OR, 1.50; 95% CI, 1.19 to 1.89). Other

patient characteristics including age, gender, race, income,

and health status were not associated with reported

willingness to pay. The results were comparable when the

models were run with weighted data.

DISCUSSION

In spite of extensive debate concerning disclosure of

financial incentives, little is known about patients' aware-

ness of how their physicians are paid.25 This may be due in

part to the difficulty of compiling such information. When

intermediaries such as medical groups modify financial

incentives from payors,28 data about how practicing

physicians are paid when providing care to individual

patients are not readily available. For example, a salaried

physician may have been part of group that was paid on a

capitated basis. Further, at the practice level, physicians

may be paid through a variety of financial arrangements for

different groups of patients (e.g., capitation, managed

fee-for-service, and non-managed fee-for-service). We

Table 5. Multivariate Model of Perceived Negative Effect of Bonuses or Withholds on Care

Bonus (n = 1,969) Withhold (n = 1,856)

Patient Characteristics Odds Ratio (95% CI) Odds Ratio (95% CI)

Patient age*
35 ± 54 1.82 (1.14 to 2.93)y 1.76 (1.13 to 2.75)y

55 ± 64 1.69 (0.86 to 3.32) 2.10 (1.11 to 3.97)y

> 64 0.84 (0.34 to 2.09) 3.25 (0.92 to 11.4)
White patient 3.91 (2.55 to 6.01)z 2.42 (1.63 to 3.61)z

Female patient 1.77 (1.17 to 2.69)x 1.90 (1.26 to 2.86)x

College graduate 2.03 (1.29 to 3.18)x 2.07 (1.35 to 3.18)x

Income � $45,000 1.87 (1.25 to 2.79)x 1.19 (0.78 to 1.82)

* Reference group comprised of 18- to 34-year-olds. Models control for age, gender, race, income, physician age, physician gender, foreign

medical graduate physician, physician payment method, and site.
y P < .05.
z P < .001.
x P < .01.

Table 4. Perceived Impact of Bonuses (N = 1,987) or Withholds (N = 1,872) on Care According to Payment Method

Salary Capitation*
Managed

Fee-for-Service
Non-Managed
Fee-for-Service Total

Bonus
Positive effect, % 7 8 5 3 6
No effect, % 18 20 16 20 18
Negative effect, % 75 72 80 77 76

Salaryyyyyyyyyyyyy Capitationzzzz
Managed

Fee-for-Service
Non-Managed
Fee-for-Service Total

Withhold
Positive effect, % 10 9 7 3 7
No effect, % 40 39 39 38 39
Negative effect, % 50 52 54 58 53

* P < .05.
y P < .001 for the differences between non-managed fee-for-service group and each of the other groups.
z P < .01.

JGIM Volume 16, March 2001 185



evaluated financial incentives at the individual physician

level for each patient in the study.

Patients of salaried physicians were least likely to say

they did not know how their doctor was paid and twice as

likely as patients of capitated physicians to correctly

identify their physician's payment method. Capitated

patients were least likely to correctly identify their physi-

cian's payment method. Fee-for-service patients were most

likely to correctly identify the payment method of their

physician. This could be because fee-for-service patients

are better educated and/or more aware of payment

methods. Alternatively, it could be that fee-for-service

patients were more likely to be right simply because all

types of patients were most likely to guess fee-for-service

and patients of physicians paid fee-for-service for their care

were more likely to be correct.

Despite this significant knowledge gap, only about half

of the patients wanted to be informed about their physi-

cian's payment method. Patients who stated they did not

know how their physician was paid were no more likely to

prefer disclosure than other patients. College graduates

were most likely to want to know how their physician was

paid.

In light of growing public concern about changes in the

health care system,29±31 we had expected that the overall

interest in disclosure would be higher, especially among

patients who regularly use health care services. The low

interest may be partly explained by the finding that most

patients trust their physicians to act in their best interest

regardless of patient perceptions of their physician's

payment method.26 In addition, the implications of finan-

cial incentives on care may not be of concern to patients

until serious illness strikes or until expensive procedures

and interventions are under consideration. Very few

patients think that fee-for-service payment, a traditionally

common form of payment that may encourage overuse of

medical services,32 has an adverse impact on the quality of

care.25 Patients may be more concerned about premium

costs and covered benefits21 than information about

physician payment methods.

Given varied patient interest in physician payment

information, current Health Care Financing Administra-

tion (HCFA) regulations concerning disclosure14 could lead

to more vulnerable populations being less informed about

such issues because they might be less likely to request

such information. Some have argued that the doctrine of

informed consent should encompass information about

financial incentives that might affect clinical decision

making.33,34 Advocates of this broader conceptualization

argue that information about financial incentives is as

relevant to informed consent as information concerning

the risks and benefits of medical tests and procedures.

Some would argue that fairness may be undermined if

primarily well-educated, commercially insured patients get

information about how physicians are paid, which is

possible if the information is disclosed only to patients

who request it.

We found that a majority of patients believed that

using a bonus or withhold designed to limit use of services

would have a negative impact on the quality of their care.

Patients who were 35 to 54 years old were significantly

more likely to view these types of bonuses and withholds

negatively, compared to younger patients. White, college-

educated, and more affluent patients tended to have a

negative evaluation of these bonuses and withholds. They

may view such incentives as restricting their access to

needed but expensive medical services. Among patients

who believed that these bonuses might adversely reduce

use of medical services, many stated a willingness to pay a

higher co-payment or deductible in order to get the tests

that they considered necessary. This study did not address

bonuses and withholds designed to increase utilization of

appropriate services and decrease utilization of inappropri-

ate services.

Given such strong attitudes towards certain incen-

tives, effective use of physician payment information

requires that patients have an educated basis for inter-

preting such information. Better-informed patients may

conclude that incentive arrangements based on factors

such as patient satisfaction or appropriate utilization of

preventive services can control costs while improving

quality of care. Patients who have choice of health plans

may prefer to enroll in plans that use such incentives. At

the same time, patients could avoid plans that use

incentive arrangements that place physicians at high

financial risk.35 Patients with employment-based insur-

ance coverage often have few health plan choices.36,37

Nevertheless, disclosure may discourage the overall use of

financial incentives that patients view as being incompa-

tible with quality care, and thereby even patients who have

no choice of plans may indirectly benefit from disclosure.

Despite the knowledge gap regarding how physicians

are paid, little is known about how to inform patients about

these complex financial issues. For example, patients may

be more concerned about incentives that limit access to

care, but may not appreciate that financial incentives that

encourage overuse of medical services might negatively

affect quality of care. Therefore, prior to widespread

adoption and implementation of disclosure regulations,

research is needed to evaluate ways of educating patients

about different physician payment methods.20

Our study had several limitations. Results may not

generalize to other health insurance plans or other cities.

However, the study sites represented diverse medical care

markets: Baltimore has high HMO market penetration,

while Atlanta has relatively low penetration. Some patients

who correctly identified how their physicians were paid

may have simply guessed correctly. Therefore, the fraction

of patients that actually knew how their physicians were

paid is probably lower than our data suggest. The ques-

tions asking patients how their physician is paid neces-

sarily simplified the many complexities of physician

payment. For example, fee-for-service payments are usu-

ally based on the type of visit as well as particular
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procedures performed or services provided. To make the

question understandable to most patients, we simply

characterized fee-for-service payments as the doctor being

paid based on the number of office visits. Similar simpli-

fications were made when describing capitation and salary

payment methods. Financial incentives such as bonuses

and withholds can be based on a variety of factors, such as

member satisfaction, provision of preventive services,

group financial performance, compliance with nationally

recognized clinical practice guidelines, and referral pat-

terns. Because our study did not address these, our

findings should not be generalized to them. In this study,

we addressed only the type of bonus many people would

consider to be the most negative, one that does not

distinguish between appropriate and inappropriate uses

of medical services. It is unknown to what extent this type

of bonus has actually been used by insurers. Furthermore,

we did not include any questions to assess patients'

awareness of the risks of traditional indemnity arrange-

ments.38 In addition, the wording of some of the questions

(e.g., ``Would you pay more for tests you thought you

needed?'') may have influenced patients' responses.

Finally, observed differences among patient groups may

partly reflect selection bias. We statistically adjusted for

measured differences in the patient groups, but there may

be unmeasured differences as well.

Demand for disclosure is likely to increase as public

concern about changes in the health care system grows.

It also seems inevitable that patients increasingly will

expect physicians to discuss issues of financial incen-

tives, especially when such matters become relevant to

care.39 Given current attitudes and lack of knowledge

about physician payment methods, increased patient

education about the appropriate role of financial incen-

tives in medicine appears warranted. Only about half of

the patients in this study wanted to be informed about

how their physician was paid, but interest in payment

method might increase as patients become more aware of

the variations in physician payment strategies and the

potential implications of those strategies.

The authors thank Sean Lee for his invaluable assistance

compiling and processing administrative data; Ed Lowenstein,

MD, Donald Lurye, MD, and David Yalowitz, MD, for their

advice about the overall study and their assistance facilitat-

ing access to the study sites. We thank Linda Emanuel, MD,

PhD, Barbara McNeil, MD, PhD, and Matthew Wynia, MD,

MPH, for their review and comments. This work was funded in

part by the Prudential Center for Health Care Research. The

views expressed in this paper do not necessarily reflect those

of the funder or the American Medical Association. During

the conduct of this study, Dr. Cleary was a consultant to the

Prudential Center for Health Care Research. Dr. Koplan was

formerly affiliated with the Prudential Center for Health Care

Research. Since this study was conducted, Prudential Health-

Care became a member company of Aetna U.S. Health-

care, and Prudential Center for Health Care Research now

operates as USQA Center for Health Care Research. Dr. Kao

formerly was affiliated with the Department of Health Care

Policy, Harvard Medical School.

REFERENCES

1. Gray BH. Trust and trustworthy care in the managed care era.

Health Aff. 1997;16:34±49.

2. Cassel CK. The patient-physician covenant: an affirmation of

asklepios. Ann Intern Med. 1996;124:604±6.

3. Morreim EH. Economic disclosure and economic advocacy: new

duties in the medical standard of care. J Legal Med. 1991;12:275±

329.

4. Levinson DF. Toward full disclosure of referral restrictions and

financial incentives by prepaid health plans. N Engl J Med.

1987;317:1729±31.

5. Council on Ethical and Judicial Affairs, American Medical Associa-

tion. Referral of patients: disclosure of limitations. In: Code of

Medical Ethics: Current Opinions with Annotations. Chicago, IL:

American Medical Association; 1996;1:128±9.

6. Morreim EH. Balancing act: The new medical ethics of medicine's

new economics. Washington, DC: Georgetown University Press,

1995.

7. Hall MA, Berenson RA. Ethical practice in managed care: a dose of

realism. Ann Intern Med. 1998;128:395±402.

8. Miller TE, Sage WM. Disclosing physician financial incentives.

JAMA. 1999;281:1424±30.

9. Pear R. Sweeping new rules are set out to protect people on

Medicare. New York Times. June 23, 1998.

10. Pear R. Panel of experts urges broadening of patient rights. New

York Times. October 23, 1997.

11. Preston J. Trenton seeks HMO disclosure of doctor's financial

incentives. New York Times. November 18, 1995.

12. Miller TE. Managed care regulation: in the laboratory of the states.

JAMA. 1997;278:1102±9.

13. Khanna V, Silverman H, Schwartz J. Disclosure of operating

practices by managed-care organizations to consumers of health-

care: obligations of informed consent. J Clin Ethics. 1998;9:291±6.

14. Health Care Financing Administration. 42 CFR 417.479, December

31, 1996.

15. Morreim EH. To tell the truth: disclosing the incentives and limits

of managed care. Am J Manag Care. 1997;3:35±43.

16. Gold MR, Hurley R, Lake T, Ensor T, Berenson R. A national survey

of arrangements managed care plans make with physicians. N Engl

J Med. 1995;333:1678±83.

17. Rodwin M. Medicine, money and morals. Oxford: Oxford University

Press, 1993.

18. Kassirer JP. Managing care: should we adopt a new ethic? N Engl J

Med. 1998;339:397±8.

19. Mechanic D, Schlesinger M. The impact of managed care on

patients' trust in medical care and their physicians. JAMA. 1996;

275:1693±7.

20. Tumlinson A, Bottigheimer H, Mahoney P, Stone EM, Hendricks A.

Choosing a health plan: what information will consumers use?

Health Aff. 1997;16:229±38.

21. Chakraborty G, Ettenson R, Gaeth G. How consumers choose

health insurance. J Health Care Marketing. 1994;14:21±33.

22. Klinkman MS. The process of choice of health care plan and

provider: development of an integrated analytic framework. Med

Care. 1991;29:295±330.

23. Cleary PD, Edgman-Levitan S. Health care quality: incorporating

consumer perspectives. JAMA. 1997;278:1608±12.

24. Council on Medical Service, American Medical Association. Princi-

ples of Managed Care, Fourth Edition. Chicago, IL: American

Medical Association; 1999;1±20.

25. Kao AC, Green DC, Davis NA, Koplan JP, Cleary PD. Patients' trust

in their physicians: Effects of choice, continuity, and payment

method. J Gen Int Med. 1998;280:1708±14.

26. Kao AC, Green DC, Zaslavsky AM, Koplan JP, Cleary PD. The

JGIM Volume 16, March 2001 187



relationship between method of physician payment and patient

trust. JAMA. 1998; 280:1708±14.

27. Physician Payment Review Commission. PPRC report on changes

in physician practices. Sept. 1, 1995.

28. Landon BE, Wilson IB, Cleary PD. A conceptual model of the effects

of health care organizations on the quality of medical care. JAMA.

1998;279:1377±82.

29. Mechanic D. Changing medical organization and the erosion of

trust. Milbank Q. 1996;74:171±89.

30. Sulmasy DP. Physician, cost control and ethics. Ann Intern Med.

1992;116:920±6.

31. Blendon RJ, Brodie M, Benson JM, et al. Understanding the

managed care backlash. Health Aff. 1998;17:80±94.

32. Chassin MR, Galvin RW, National Roundtable on Health Care

Quality. The urgent need to improve health care quality. JAMA.

1998;280:1000±5.

33. LeBlang TR. Informed consent and disclosure in the physician-

patient relationship: expanding obligations for physicians in the

United States. Med Law. 1995;14:429±44.

34. Appelbaum PS. Must we forgo informed consent to control health

care costs. Milbank Q. 1993;71:669±76.

35. Pearson SD, Sabin JE, Emanuel EJ. Ethical guidelines for

physician compensation based on capitation. N Engl J Med.

1998;339:689±93.

36. McLaughlin CG. Health care consumers: choices and constraints.

Med Care Res Rev. 1999;56 Supp 1:24±59, 60±6.

37. Gawande AA, Blendon R, Brodie M, Benson JM, Levitt L, Hugick L.

Does satisfaction with health plans stem from having no choices?

Health Aff. 1998;17:184±94.

38. Institute of Medicine. To err is human: building a safer health

system. Washington, DC: National Academy Press; 1999.

39. Kerr EA, Hays RD, Mittman BS, Siu AL, Leake B, Brook RH.

Primary care physicians' satisfaction with quality of care in

California capitated medical groups. JAMA. 1997;278:308±12.

188 Kao et al., Disclosure of Payment Methods JGIM


