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Abstract

This study examined the attitudes of physicians and
hospital administrations towards the prospective payment
system based upon Diagnosis Related Groups (DRGs). The
study investigated changes in relationships, prior to
implementation on a wide-spread basis, between the
physicians and hospital administrators.

It was anticipated that the relationship between the
physicians and hospital administration would change and

that the physicians' attitude towards patient management

would be altered. An attempt was made to determine the
most appropriate area to monitor the consumption of
resources during a patient stay. A survey of the
physicians and hospital administration was used to
determine present attitudes.

The results of the study were inconclusive with regard to
change in attitude of the physicians and hospital
administration. Both groups felt that the quality of care
would be deteriorated and believed that the best method to
monitor the consumption of resources was the Peer Review
Committee.

This study serves as a basis for further research into the
physician/hospital relationship as a result of the

prospective payment system.
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Introduction

The 97th Congress passed the Tax Equity and Fiscal
Responsibility Act on August 19, 1982. Part of this Act
was a directive from Congress to the Secretary for Health
and Human Services to propose a plan for prospective
payment to hospitals for Medicare patients with incentives
for hospitals to be managed efficiently.

As a result of this directive, the recommendation was
made and accepted that payments be based upon Diagnosis
Related Groups (DRGs). Simply stated, this procedure
grouped certain diseases and procedures into 467
categories. Based on these categories, the hospital would
be reimbursed prospectively regardless of the resources
consumed during the hospital stay.

The original DRG systems were designed as a tool for
quality assurance and utilization review programs in
hospitals. The goal was to develop a measure of patients'
treatment patterns that could be used to assess the
appropriateness of medical care. Researchers determined
that length of stay was a good approximation of resource

consumption. Due to the interest in 1linking DRGs to

hospital payments, a system was designed with resource




consumption as its primary focus. By using financial and
length of stay data, researchers hoped to increase the
accuracy of DRGs as a measure of patient care cost.

The DRG classifications of patients were developed
from the hospital population broken into major diagnosis
categories (MDCs). These diagnosis categories were
further subdivided by such criteria as surgery or no
surgery, age, and other major diagnosis or complications.
The groups were endeavored to be kept medically meaningful
in order that they be accepted by the physicians.

As 6rimaldi (1982) stated, DRG is a patient
classification scheme that perceives hospitals to be
multi-product firms whose inpatient product lines or
outputs are the numbers and the types of patients
treated. "In general, diagnostic, therapeutic, and
demographic characteristics of the patients are related to
resources (nursing hours, lab tests, medications, etc.)
consumed...” (p. 19). The change of hospital reimbursement
for Medicare patients from a retrospective (payment based

upen the cost of resources used during a patient's stay)

to a prospective (payment based upon a predetermined




schedule) plan will drastically affect the hospital in
several areas.

The prospective payment system using DRGs for
Medicare patients has received a great deal of attention
from health professionals due to its inherent economic
implications. As a result of this plan, hospitals are now
put into a position where the decision of patient
management will have to be made, not only on quality
outcomes, but also on economic outcomes since the payment
per diagnosis will be fixed. This will have a profound
effect upon the physician's diagnosis and treatment
patterns since the physician dictates the resources
consumed during the patient stay. The hospital will have
to monitor closely the physician's use of resources in
order to be reimbursed sufficiently. When imposed upon
the physician, these controls will create a different
relationship than presently exists between the physician
and hospital administration.

Currently, there are two separate and independent
Tines of command in hospitals: hospital administration
and medical staff, both of whom report directly to the
Board of Trustees (Schulz and Johnson, 1976). The former

is in charge of all daily operations of the hospital
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except medical care, whereas the latter is in charge of
activities directly related to the medical treatment of
patients. Therefore, administration handles the

maintenance of health care resources, while the medical
staff manages the consumption of health care resources.

With the introduction of the prospective payment
system, it is possible that the existing horizontal chain
of command may be altered into a vertical chain, with
administration in charge of entire health care
management. If this happens, the physician's Friedsonian
autonomy may be threatened (Wolinsky, 1982), and as a
result, the existing relationship between administration
and physician also may be changed.

The purpose of this thesis is to investigate the
relationship between administration and physician in
reference to the prospective payment system prior to its
wide implementation. (This study was conducted during the
fourth quarter of 1983.). The major hypotheses for this
thesis are:

1. The physician's attitude towards administration

will be changed as a result of the prospective

payment system.




2, The administration's attitude towards physicians
will be changed as a result of the prospective
payment system.

3. The physician's attitude towards patient

e — ————————

management will be altered as a result of the
prospective payment system.
Finally, an attempt will be made to explore avenues
where any disagreement between administration and

| physicians as to the resources consumption can be amicably

and efficiently resolved.




Literature Review

The financial incentives inherent in prospective
payment contrast sharply with those of the conventional
methods of reimbursement. Figure 1 below illustrates the

financial incentives under the prospective payment system

(Dowling, 1979).

Figure 1
Cost and Revenue for Given Diagnosis
Revenue (%) Total Cost
Cost ($)
n
ro : Total Revenue
i{ '
m | :
I {
| [
| I U a— Length of Stay
(Days)/Diagnosis
\I In Figure 1, the hospital will be paid rp amount for
| the services regardless of resources consumed by the

| patient during the hospital stay for the diagnosis. If
the patient stays only for 0OV, days, the hospital realizes
a net revenue of m, whereas the hospital incurs a loss of
n should the patient stay OV, days in the hospital.
Accordingly, there is a strong incentive for hospital
administration to control the patient stay at least within

0Vp days.
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"This entirely new approach to hospital reimbursement
has the potential to alter hospital delivery systems and
physician utilization patterns. At the least, it compels
hospitals with large Medicare volumes to examine the
accuracy of their Medicare case-mix index and to consider
establishing management systems that generate the
requisite information in a timely, accurate manner."
(Grimaldi, 1983, p. 46)

Hospitals formerly faced a 1imit on cost for routine
services (bed and board, including nursing staff),
commonly referred to as Section 223 1imits. Ancillary
services such as Pharmacy were exempt from cost Timits.
Now, total cost-per-patient's stay is calculated and the
use of laboratory tests, medications, and other ancillary
services may cause a given hospital to exceed its costs
1imits and thereby result in unreimbursed costs (Curtiss,
1982).

l These changes will have a profound effect upon the
! physician's diagnosis and treatment patterns, since the
physician dictates the resources consumed during the

patient stay. The hospitals, in some fashion, will have

to control the physician's use of resources in order to be

|



reimbursed sufficiently. These controls imposed upon the
physician will create a different relationship between
hospitals and physicians than presently exists.

Within a production setting such as a hospital, the
physician assumes the sole responsibility for patient care
through diagnosis and prescription of treatment. The
physician acts as an individual entrepeneur. Therefore,
the output of a hospital is a reflection of the actions of
an independent businessman. Physicians also may employ
different mixes of resources in the 'healing' (product
function) of an individual patient. Under this production
setting, will or can a physician input (spend) a target
amount of resources to produce a healed patient? Doremus
(1983) implied that physicians were not trained to treat
patients at pre-described costs and levels,

A similar pessimistic view was expresed by Simborg
(1981). The implications of tying reimbursement to the
vagaries, uncertainties, subtleties, and errors of
discharge diagnostic reporting are unprecedented. In the
ensuing technologic arms race between the regulators and

the regulated, it may be difficult to distinguish the

disease from the cure.




Bauman (1983) echoed Simborg's concern. He stated
that the new DRG system has the potential to alter medical
terminology -- 'our basis of communication for health
information'. Although initially intended to compare
case-mix profiles for utilization review studies,
financially related groupings have proliferated and have
tended to bear less and less relationship to the disease
picture. He stated, "We now find that, although the
groups may be homogeneous in relation to cost, the medical
similarities have diminished" (p. 581).

Bently (1981) foresaw some tensions as a result of
this program: Attempts to improve the management of the
hospital's clinical activity and to speed up the
physician's completion of medical records would create
administrative/medical staff tensions in some hospitals.

McMahon (1983) summarized well the impact of the
prospective payment system on human relations: "Changes
in health care environment brought about by the advent of
prospective pricing have permanently altered the
hospital/physician relationship... The administrative

staff (of the hospital) blames high cost on the medical

staff overordering tests, overadmitting patients, and
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demanding too many supplies and pieces of equipment. And
the medical staff says that the reason costs are so high
is that administrative staff overorders supplies,
overstocks them, over inventories, overstaffs, and doesn't
pay any attention to being efficient."”

How deeply these attitudes prevail between the
physician and hospital staff, and how this attitude will
be affected with the advent of prospective payment for
medical care based upon the use of Diagnosis Related
Groups are the topics of this study.

Specifically, this study investigates the
relationship of the attitudes of the physician towards the
hospital administration concerning patient management and
the attitudes of hospital administration towards

physicians and their consumption of resources during

patient management.
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Methodology

Sampling Design. Two groups were surveyed:

physicians and hospital administration.

Physicians:

The intended population group of the study was
primary care physicians who have a high probability of
treating Medicare patients (Family Practice, Internal
Medicine, General Practice, General Surgery, and
Orthopedic Surgery) from the St. Louis Metropolitan area.

There were 1,007 active physicians in these five
categories which served as the target population. A four-
page questionnaire was designed and reviewed by one
physician in medical school and two research
methodologists (Appendix 1). The instrument was pilot-
tested. Using a sampling error of +0.05 and 90% confidence
level, the optimum sample size for this study was
determined to be 216 physicians. Based on an assumption
of 55% return rate, the final instrument was mailed to 363
physicians. In order to insure a fair representation of
population, the target population was stratified into five

major specialties and 36% of the population within each

stratum was selected by systematic sample. Two weeks
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after the initial mailing, another questionnaire was sent
to all non-respondents. After six weeks from the initial
maf1ing, 218 questionnaires (60.7%) were returned with 216
usable returns (59.3%). The results indicate a good
representation of the population (Table 1).

Hospital Administration:

Due to small population size in administration, it
was decided to include all the St. Louis metropolitan area
hospitals in the sampling frame. Three offices within
each hospital were selected as the target population:
Chief Executive Officer (CEO), Chief Financial Officer
(CFO), and Medical Record Director (MR). These three
offices closely monitor the consumption of hospital
resources, At the time of survey, there were only 29 CEOs
and 27 CFOs in the population. Accordingly, 86
questionnaires (Appendix 2) were mailed to hospital
administration. After six weeks from the initial mailing,
64 questonnaires (74.4%) were returned: 20 from CE0s/69%;
20 from CF0s/74%; and 24 from MRs/80% (Table 2). It
should be pointed out that every hospital participated in

this survey except one area osteopathic hospital. This is

explainable since the physician's portion of the



13

questionnaire was sent only to medical doctors and not to
doctors of osteopath.

To insure the best possible return rate, each
questionnaire and cover letter were personalized using
word processing equipment and mailed with a self-
addressed, stamped envelope for return. The demographic
data such as age, specialty, certification, etc. were not
requested on the questionnaire, but coded at a later time
by the researchers from the St. Louis Metropolitan Medical
Society Pictorial Roster of Physicians, 1981-82. Each
letter was personally signed by the investigator.

Instrument Design. Two sets of instruments were

designed for this study: one for physicians and one for
administration. Although two separate instruments were
used, each contained several questions common to both
populations. This allowed comparision of the results from
one population with those from another.
A. Instrument for Physicians:

Two pertinent issues were explored: Would the

prospective payment system change the physicians'

attitude towards patient management? Who is the

appropriate person (position) to monitor the
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resources consumed in excess of DRG standards to
the physician? Based on these issues, three sets
of variables were extracted from the survey.

1. Physician's Characteristics Variables:
Following Penchensky and Fox (1970), and Shortell
and Daniel (1974), these variables included years
of practice, age, board certification, attendance
at seminars on the prospective payment plan,
setting in which seminars took place, affiliation
with local medical schools, participation in
scientific research, officer of local or national
society, committee member within the hospital,
the staffing privilege at a primary, secondary,
or tertiary setting, and solo versus group
practice. It has been shown that physicians'
behavior towards major medical issues such as
referral decisions depended heavily upon these
variables.

The prospective payment system will have the
greatest impact on hospitalized Medicare
patients. Therefore, it may be possible that

physicians who treat large numbers of Medicare




15

hospitalized patients may have different
attitudes towards this plan than those physicians
who treat fewer Medicare patients. For this
reason, the questionnaire included several
patient volumes: number of patients treated,
number of patients in the hospital, and the
number of Medicare patients in the hospital.

Finally, this study investigated whether
foreign medical graduates (FMGs) have different
attitudes towards the prospective payment
system. Foreign medical graduates account for
approximately 20% of total physicians in this
country (Felstein, 1983). Furthermore, most FMGs
have their ethnic background from South America
and Asia, whose political, social, and cultural
environments are different from those in this
country. This study investigated whether their
backgrounds created different attitudes than the
U.S. trained physicians.

2. Physicians' Behavioral Variables: Health
care cost, attitude, and quality of care were the

three basic issues examined. The following

questions were submitted to explore these
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issues: Would health care cost be reduced as a
result of this plan? Would there be a change

in: quality of care, practice behavior towards
patient management, attitude towards hospital
administration, attitude towards other
physicians? Whether they perceived that the
physician's reputation be judged by cost
performance rather than quality of care and would
staffing privileges be dependent upon
cost/benefit performance rather than quality of
care? Would consumers benefit from the plan,
would the plan stimulate more pre-admission
testing, would Blue Cross and commercial
insurance join in the new plan, should the
physicians' reimbursement also be based upon
DRGs, and finally, was the plan the most
effective way to solve the current cost of health
care problems?

3. Solution Variables: The physicians were
asked to state their preference of five offices
in the hospital to notify them if their resources
consumed exceeded the 1imit set by DRG

standards: Chief of Staff or Medical Director,
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Peer Review Committee, Medical Records
Administrator, Executive Officer, or Financial
O0fficer. They are all closely related to either
the consumption of resources or to maintenance of
accurate patient records.

Instrument for Hospital Administration:

Three pertinent issues were explored: Would the
prospective payment system change the
administration's attitude towards physicians'
resources consumption? Would hospitals’
reputation be judged by the cost of care rather
than the outcome of care? Who is the most
appropriate person (position) in the hospital to
report that a physician uses more resources than
allocated by the plan? Based on these issues
three sets of variables were extracted from the
survey.

1. Administration's Characteristic
Variables: This study attempted to investigate
whether the attitude towards the prospective
payment system was influenced by the Tevel of

education, age, and years of experience in the

health care industry. The perception of the
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major issues on the prospective payment system
may be different depending upon these variables.

2. Administration's Behavioral Variables:
Similar sets of questions as those for physicians
were submitted to the hospital administration.

It was hoped that answers to these variables from
administration would be matched with those from
physicians to make statistical inference on
similarities and dissimilarities of their
attitudes.

3. Solution Variables: The hospital
administrations were asked to state their
preference of five offices in the hospital to
notify physicians if their resources consumed
exceeded the 1imit set by DRG standards: Chief
of Staff or Medical Director, Peer Review
Committee, Medical Records Administrator,
Executive Officer, or Financial Officer. They
are all closely related to either the consumption
of resources or to maintenance of accurate
patient records. Any disagreement of choice
(preference) between physicians and hospital

administration may signal a potential problem in

implementing this plan.
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In addition to the three sets of variables
above, we solicited the hospital administration's
and physicians' interest in receiving the results
of the study as an indication of their concern
regarding the prospective payment system.

Statistical Analysis: In addition to mean scores and

corresponding standard deviations of each variable, two
major statistical models were employed to test the
hypotheses: Multivariate Cross-Tabulate Model and Factor
Analysis Model.

1. Multivariate Cross-Tabulate Model: This model

reveals the relationships between the

characteristic variables and the prospective
payment variables. Any and all variables with
the interval scale such as age, number of years
of practice, and number of patients treated are
converted to a nominal scale. This model will
reveal how much demographic variable is related
to the attitudes towards the prospective payment
system,

2. Factor Analysis Model: If the number of
independent variables in the data set that must

be brought into the model increases, the cross-

I e U R e S e
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tabulate method becomes more and more unwieldy as
a research instrument. Eventually, a point is
reached where it becomes clear that meaningful
interpretation of the findings is impossible
unless some means of reducing data is

introduced. Factor analysis is an ideal tool to
reduce the data. This technique enables the
investigator to determine some underlying
patterns of relationship. The variables are
condensed and classified to a simplifying set of
‘factors' or 'components' that may be taken as
source variables accounting for the observed
interrelations in the data. Although the factor
analysis approach has some drawbacks (e.g., it
does not differentiate independent variables from
dependent variables), it is the most logical
method of reducing the number of variables inte

few manageable factors.
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Results

Population, Samples, and Valid Returns. Not only are

the overall return rates satisfactory (59.3% for
physicians and 74.4% for administrators), but they also
represent the population well by specialties for

physicians and by different administrators for hospital

| administration as shown in Table 1 and Table 2.

| According to Table 1, each specialty is well

' represented in our sampling process, except General
Surgery and Orthopedic Surgery; the former 1is under-
represented (24.3% in population versus 17.6% in returns),
whereas the latter is over-represented (9.4% in population
versus 13.0% in returns). However, if these two
specialties are combined into Surgery, we have a fair

representation of 33.7% in population versus 30.6% in

returns.
TABLE 1
POPULATION, SAMPLES, AND RETURNS FOR PHYSICIANS
Population Returns
Samples i to % to
No. % Mailed No. Pop. Sample
Family Practice 217 21:5 78 50 21.3 63.8
Internal Medicine 225 22.3 81 46 21.3 56.9
General Practice 225 22.3 81 54 25.0 66.9
General Surgery 245 24.3 89 38 17.6 42.7
Orthopedic Surgery 95 9.4 34 28 13.0 82.0
Total Active Physicians
in Target Population 1007 100.0 364 216 100.0 59.3

S A
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Regarding administration, each office is well
represented in this study, with the highest return rate

from Medical Records Administrator as shown in Table 2.

TABLE 2

POPULATION AND RETURNS FOR HOSPITALS

CED MRA FIN TOTAL

Sent 29 30 27 86

Returned 20 24 20 64

Percent 69.0 80.0 74.1 74.4
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Mean Scores and Standard Deviations of Demographic

Variables. The means and standard deviations of the
demographic variables for physicians are listed in Table
3. The mean years of practice is 21.2 while the mean
physician age is 55.1. Most of the physicians are
certified (.616) and have attended a seminar on DRGs
(.671). The majority are officers in a medical society
(.556) and have served as medical staff officers (.736).
Less than half of the physicians have participated in
research (.204) and have had a faculty affiliation
(.491). Slightly over half (.556) participate in a group
practice and most (.792) have been trained in the United
States. The average number of patients treated shows a
1ittle over 70 per week. An average of 11 in-patients are
treated, of which 4.7 are Medicare patients. Most
physicians (.815) are interested in the results of the

survey.
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TABLE 23

PHYSICIANS
MEANS AND STANDARD DEVIATIGNS

Variables Coding Algorithm Mean S.D.
YEARPRCT (years practice) Years 21.2 12.8
AGE Years 55.1 13.5
SPECIALTY Family Practfce =1 2.6 1.3

Internal Medicine = 2

General Practice =3

General Surgery =4

Orthopedic Surgery = 5
CERTIFY (certification) Yes =1, No =0 0.616 0.504
SEMINAR (attended on DRG) Yes =1, No = 0 D.671 0.471
PLACE OF SEMINAR Hospital =1 1.205 1.093

Medical Society = 2

Other =3
FACULTY {affiliation) Yes =1, No =0 0.491 0.502
RESEARCH (participant) Yes =1, No =0 0.204 0.405
SOCIETY (officer) Yes =1, No =0 0.556 0.493
MDSTAFF (committee) Yes =1, No =0 0.736 0.441
SETTING (of practice) Primary =1 1.375 0.807

Secondary = 2

Tertiary =3
ORG (organize) Group = 1, Solo = 0 0.556 0.517
COUNTRY (training) U.s. =1, Foreign = 0 0.792 0.403
PATIENT Weakly 70.3 44,3
HOSPITAL (admitted) Weekly 11.2 16.1
MEDICARE (admitted) Weekly 4.7 8.1
INTEREST (in survey) Yes =1, No=10 0.815 0.388
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The corresponding information for hospital
administrators is shown in Table 4. The age (2.28)
indicates the lower end of the age group (46 to 65 years
0ld). The surveyed population have been employed in the
hospital for over nine years, while they have spent 6.5
years in their present position. Most have received
degrees above a Bachelor's in college (2.45). The
] majority have attended seminars on DRGs (.875) and wanted

1 to receive the results of the survey (.89).

TABLE 4
HOSPITAL ADMINISTRATIONS
| MEANS AND STANDARD DEVIATIONS

Variables Coding Algorithm Mean s.0.

AGE Less than 30 Years
31 - 45 Years
46 - 65 Years
More than 65 Years

nwuonn

L P

JOB Executive Officer
Financial Officer
Med Record Adm

1 2.08 .84
2
3

I nu

YEAR INST Number of Years Employasd 9.47 8.03
at the Hospital

YEAR POST Number of Years Employed 6.5 6.24
in Present Position
EDUCATION High School 2.45 .71
College Degree
MHA, MBA, or MA
Ph.D.

Other (MD)

Wononomon
15 B - PRI

SEMINAR Yes = 1, No =1 875 «2333

! PLACE OF SEMINAR Hospital

! Prof. Association
Other

More than One Place

2.64 1.44

wonomon

= Lad TN =

INTEREST (in survey) Yes = 1, No = 0 .89 .31
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Results from Behavioral Variables. As shown in Table

5, the greater portion of the physicians (36.1%) disagree
that the DRG plan will reduce health care cost. Over half
(56.0%) foresee a change in their practice behavior as a
result of the plan. The largest group (38.9%) think their
attitude towards hospital administration will change as a
result of the DRGs; however, 43.5% do not feel their
attitude will change towards other physicians. Well over
half (65.3%) disagree that consumers will benefit from the
plan. Only 1.4% feel that the commercial and Blue Cross
insurance companies will not join in the plan. Most of
the physicians (53.7%) feel that their reputations will be
judged by cost rather than outcome of care. Similarly,
most (55.6%) feel their staffing privilege in a hospital
will depend upon cost performance rather than guality of
care performance. 'Sixty-seven percent disagree that
physicians should be reimbursed using DRGs; however, one-
third either agree or are not sure if physicians should
also be reimbursed under the DRG scheme. Almost 80%
believe that the plan will cause more pre-admission
screening of patients (79.2%). The majority (67.1%)
disagree that this is the best way to solve the current

cost of health care problems.




RESULTS OF PHYSICIAN QUESTIONNAIRES

TABLE 5

Agree _D.K. Disagree Total Mean 5.0,
The DRG plan will reduce 70 68 78 216
overall health care cost. 32.4% 31.5% 36.1% 100% 2.04 .B3
I foresee change in my 121 44 51 216
practice behavior as a 56.0% 20.4% 23.6% 100% 1.68 .83
result of this plan.
There will be a change B4 78 54 216
in my attitude towards 38.9% 36.1% 25.0% 100% 1.86 .79
hospital administration
as a result of DRGs.
There will be a change in 34 88 94 216
my attitude towards other 15.7% 40.7% 43,5% 100% 2.28 o7
physicians as a result of
DRGs.
Consumers will benefit 25 50 141 216
from this plan. 11.6% 23.1% 65.3% 100% 2.54 .69
Commercial and Blue Cross 149 64 3 216
insurance companies will 69.0% 29,6% 1.4% 100% 1.32 .50
eventually join this plan.
As a result of this plan, 116 48 52 216
physician's reputation 53.7% 22.2% 24.1% 100% 1.70 .83
will be judged by the
cost of care rather than
the outcome of care.
Because of this plan, 120 55 41 216
physician's staffing 55.6% 25.5% 19.0% 100% 1.63 .78
privilege in hospital
will depend upon cost/
benefit performance
rather than quality care
performance.
Physicians should also be 31 39 146 216
reimnbursed under this 14.4% 18.1% 67.6% 100% 2.53 73
plan.
There will be more pre- 171 26 19 216
admission screening of 79.2% 12.0% 8.8% 100% 1.30 .62
patients under this plan.
I believe that this plan 13 58 145 216
is the best way to solve 6.0% 26.9% 67.1% 100% 2.61 .60

the current cost of health
care problems,










85

The physicians generally felt that the plan did not

solve the current cost of health care problems. Most
believed that the DRG plan would not reduce health care
cost and that consumers would not benefit from the plan.

Hospital administration had a somewhat different view
of these three pertinent topics. They were unsure whether
this was the best plan to solve the current cost of health
care problems. They disagreed with the physicians in that
they believed this plan would reduce the overall health
care cost; however, they did agree with the physicians
that consumers would not benefit from the plan.

The fact that both groups felt that the quality of
care would deteriorate could account for the feeling that
consumers would not benefit from this plan, even though
the hospital administration felt overall cost would be
reduced. It is interesting to note, however, that one-

quarter of the physicians and one-third of the hospital

administration indicated that quality of care would not
change.

It was hard to determine whether physicians would not
change their attitude towards hospital administration
because their staffing privilege and reputations would

depend upon cost/benefit performance rather than quality
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of care. Nevertheless, there was good evidence that those
physicians who indicated their attitude would change
towards the hospital also were of the opinion that their
staffing privilege and reputations would depend upon cost
performance rather than quality of care.

Although the majority of physicians were in agreement
on most issues, some different patterns appeared when the
physicians were stratified by their country of medical
training. Almost half (48.9%) of the foreign-trained
physicians either agreed or were unsure whether the
consumers would benefit from this plan, whereas only 31%
of the physicians trained in the United States agreed or
did not know.

The country of physician training was even more
pronounced with the question of whether physicians should
also be reimbursed using DRGs in that over half (53.3%) of
the foreign-trained physicians agreed or were unsure,
while a 1ittle over one-quarter (26.9%) of the domestic-
trained physicians agreed or were unsure.

This substantiated research that has shown foreign-
trained medical doctors have different characteristics
from U.S.-trained physicians. Foreign-trained physicians

are more attracted to hospital-based practice in inner

.
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cities (Way, et al, 1978) than are U.S.-trained H
physicians. Furthermore, their cultural and religious
backgrounds, according to Stevens (1978), are so different
from U.S.-trained physicians that foreign-trained doctors
remain isolated from the mainstream of American medicine
and cultural 1ife. The implementation of a unified health h
care policy such as the prospective payment system using

DRGs may become difficult when more than 20% of the |
physicians practicing medicine in the United States are
foreign-trained.

The physicians and the hospital administration both li
ranked the Chief of Staff and Peer Review groups as their
most preferable office to monitor the resources consumed
during a patient stay. Both groups ranked Peer Review as
the best method, with over half the physicians and
hospital administration preferring it over others.

It is noteworthy that the hospital personnel were

rated very low by both the physicians and hospital
administration as the most preferable office to monitor i
the resources consumed during a patient stay. The

physicians ranked Medical Records (10.2%) as their most

preferable office to monitor the DRG system, followed by '

Financial Officer (7.9%), and Executive Officer (3.6%).
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The hospitals administration's rankings were equally Tow
with Executive Officer (10.0%), Medical Records (3.3%),
and the Financial Officer (0.0%).

Although the results of this study were inconclusive
from the point of the physician's attitude towards the
hospital administration and the hospital administration's
attitude towards physicians, nevertheless, it has pointed
out several interesting phenomena and has served as a
basis of data of the attitudes of the groups prior to the
implementation of the system.

An expanded version of this survey should be
conducted after experience has been gained from the
implementation of the plan. This study could determine
whether the attitude of the physicians and hospital
administration truly did change as a result of the

prospective payment plan and whether the quality of care

was affected because of it.
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Appendix 1

PHYSICIANS 'S QUESTIOMMAIRE November 18, 1983

A. Characteristic Information

1

Since the completion of your residency, how many years have you
been practicing as a physician?

Years
Please indicate the setting that best describes your primary
hospital affiliation:

Primary Secondary Tertiary Others

How is your practice formally organized?

Solo Partnership/Group

Have you participated in medical research during the past five
years that resulted in publication of an article?

Yes No

Have you ever served as an officer and/or committee member of your
local, state, or national medical society or other medical
organization?

Yes No

Have you ever served as an officer of the medical staff or chairman
of a committee at a hospital where you have a staff appointment?

Yes No
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Characteristic Information (continued)

7.

On an average, how many of your patients do you see in the
office each week?

Patients

On an average, approximately how many patients of yours are
in the hospital each week?

Patients

0f those who are in hospitals, how many of them are usually
Medicare/Medicaid patients?

Patients

Information on Prospective Payment Mechanism

1.

Are you aware of the system of prospective payment plan for
Medicare patients based on Diagnosis Related Groups (DRGs)?

Yes No

Have you participated in a seminar/lecture on prospective
payment plan?

Yes No

If your answer is "yes" in question (2) above, by whom?

Hospital Medical Society Others

In the following questions, please check [ ) one 1ine in each
statement which expresses your opinion most adequately.

Strongly Don't Dis- Strongly
Agree Agree  Know agree Disagree

The DRG Plan
will reduce
overall health
care cost.

I foresee
change in my
practice be-
havior as a
result of
this plan.

T T ———
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B. Information on Prospective Payment Mechanism (continued)

Strongly Don't Dis- Strongly
Agree Agree Know agree Disagree

6. There will be
a change in my
attitude to-
ward hospital
administration
as a result of
DRGs.

7. There will be
a change in my
attitude toward
other physicians
as a result of
DRG's.

B. Consumers will
benefit from this
plan

9, Commercial and
Blue Cross In-
surance Companies
will eventually
join this plan.

10. As a result of
this plan, phy-
sician's reputa-
tion will be
judged by the cost
of care rather
than the outcome
of care.

11. Because of this
plan, physician's
staffing privilege
in hospital will
depend upon cost/
benefit performance
rather than quality
care performance.

12. Physicians
should also be
reimbursed under
this plan.
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B. Information on Prospective Payment Mechanism (continued)

13.

14,

15,

16.

17,

Strongly Don't Dis- Strongly
Agree Agree Know agree Disagree

There will be
more pre-
admission
screening of
patients under
this plan.

I belive that
this plan is the
best way to solve
the current cost
of health care
problems.

Quality of care as a result of DRG's will be:

Deteriorated
Improved
No Change

Please rank (1 through 5) your preference for notification
that the hospital resources consumed in a treatment of
yourpatient exceeds the 1imits set by the DRG standards.
(Rank: 1 = most acceptable, 5 = least acceptable

) Medical Director/Chief of Staff
) Peer comittee

) Medical Record Administration

)

)

1]

Hospital Chief Executive Officer
Hospital Chief Fiscal Officer

m oo oon

Are you interested in receiving the results of this survey?

Yes No

Thank you for your cooperation. Please send your answer via self-
addressed, stamped envelope.
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Appendix 2

HOSPITAL QUESTIONNAIRE November 28, 1983

A.

Demographic Information

Please check one wherever appropriate

1.

Age

30 years or less { )
31 - 45 ( )
46 - 65 ( )
Over 65 years ( )

Number of years employed with your current institution.
Number of years in your present position.

The highest educational degree.

High School
College Degree

MHA, MBA, or MA
Ph.D. Degree

— — g— —
et e St et

Information on Prospective Payment Mechanism

1.

Have you participated in a seminar/lecture on prospective payment
plan?

Yes No
If your answer is "yes" in question (1) above, by whom?

Hospital Professional Association Other

In the following questions, please check ( ) one 1ine in each statement
which expresses your opinion most adequately.

Stronoly Don't Dis- Strongly
Agree Agree Know agree  Disagree

The ORG Plan will
reduce overall
health care cost.
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B. Information on Prospective Payment Mechanism (continued)
Strongly Don't Dis- Strongly
Agree Agree Know agree Disagree

10.

There will be a
change in my atti-
tude toward physi-
cians as a result
of DRGs.

Consumers will
benefit from this
plan.

Commercial and Blue
Cross Insurance Com-
panies will even-
tually join this
plan.

As a result of this
plan, physician's re-
putation will be
judged by the cost

of care rather than
the outcome of care.

As a result of this
plan, hospitals' re-
putations will be
judged by the cost
of care rather than
the outcome of care.

Because of this plan,
physician's staffing
privilege in hospi-
tal will depend upon
cost/benefit perfor-
mance rather than
quality care perfor-
mance.

Physicians should
also be reimbursed
under this plan.
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B. Information on Prospective Payment Mechanism (continued)

11.

12,

13.

14.

15.

Thank you for your cooperation.
stamped envelope.

Strongly Don't Dis-
Agree Agree Know agree

There will be more
pre-admission
screening of pa-
tients under this
plan.

Strongly
Disagree

1 believe that this
plan is the best
way to solve the
current cost of
health care problems,

Quality of care as a result of DRG's will be:

Deterijorated
Improved
No Change

Please rank (1 through 5) your preference for notification to a
physician that the hospital resources consumed in a treatment of a

patient exceeded the Timits set by the DRG standards.
(Rank: 1 = most acceptable, 5 = least acceptable)

a) Medical Director/Chief of Staff
b) Peer Committee

¢) Medical Record Administration

d) Hospital Chief Executive Officer
e) Hospital Chief Fiscal Officer

Are you interested in receiving the results of this survey?

Yes No

Please send your answer via self-addressed,




96

Appendix 3

*
SAINT LOUIS UNIVERSITY

SCHOOL OF BUSINESS AND ADMINISTRATION 3674 LINDELL BOULEVARD
SAINT LOUIS, MISSOURI 63108

November 18, 1983

33Name; ;
;;address;;
33Cityss

Dear ;;MName;;: ‘

Good health care is of vital concern to all of us. Even though we enjoy the

highest quality of care in the world, we are constantly striving to improve

the system so that this care is administered within a reasonable cost. The

recent governmental policy on reimbursement to the hospitals using the

prospective payment system for medicare/medicaid patients has received a ‘
great amount of publicity.

Due to its far reaching impact on patient management, the fate of this new
program depends heavily upon the physician's perception and attitude toward
it. There have been no comprehensive studies in this area. We are attempt-
ing to perform such a study. As part of this study, we would Tike to
solicit your opinion regarding prospective payment to hospitals using the
Diagnosis Related Group (DRG) System.

The attached questionnaire has been designed to use your time expeditiously.
The entire process should not take more than 10 - 15 minutes.

We assure you that at no time will any information from this questionnaire

be identified by respondent. The identification method used is merely to

facilitate the follow-up of non-respondents. We will be pleased to share |
our findings with you.

We sincerely appreciate your time and cooperation and look forward to
receiving your completed returns as soon as possible., A self-addressed,
stamped envelope is enclosed for your convenience. Should you have any
questions, please do not hesitate to contact us at 658-3878.

Sincerely,

Thomas K. Vogler Tk-Whan Kwon, PhD.

Principal Investigator Chairman and Professor
Investigator

TV/IK:sg

T N s 0 1 5 1 01 R A
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Appendix 4

$n
*L
BAINT LOUIS UNIVERSITY

S5CHOOL OF BUSINESS AND ADMINISTRATION 3674 LINDELL BOULEVARD
SAINT LOUIS, MISSDUR| 63108

November 28, 1983

;i Name;;
yiTitles
;sHospitals;
; sAddress;;
3308553

Dear ;;MName;;

Good health care is of vital concern to all of us. Even though we enjoy the
highest quality of care in the world, we are constantly striving to improve
the system so that this care is administered within a reasonable cost. The
recent governmental policy on reimbursement to the hospitals using the
prospective payment system for medicare/medicaid patients has received a
great amount of publicity.

Due to its far reaching impact on patient management, the fate of this new
program depends heavily upon close cooperation among the concerned parties:
physicians, administrators, fiscal officers, medical record administrators,
etc. There have been no comprehensive studies in this area. We are
attempting to perform such a study. As a part of this study, we would like
to solicit your opinion regarding prospective payment to hospitals using the
Diagnosis Related Group (DRG) System,

The attached questionnaire has been designed to use your time expedi-
tiously. The entire process should not take more than 10 - 15 minutes.

We assure you that at no time will any information from this questionnaire
be identified by respondent. The identification method used is merely to
facilitate the follow-up of non-respondents. We will be pleased to share
our findings with you.

We sincerely appreciate your time and cooperation and Took forward to
receiving your completed returns as soon as possible. A self-addressed,
stamped envelope is enclosed for your convenience. Should you have any
questions, please do not hesitate to contact us at 658-3878.

Sincerely,

Thomas K. Vogler Tk-Whan Kwon, PhD,

Principal Investigator Chairman and Professor
Investigator

TV/IK:sg
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Appendix 5

"\_E ’
(L
SAINT LOUIS UNIVERSITY

SCHOOL OF BUSINESS AND ADMINISTRATION 3674 LINDELL BOULEVARD

SAINT LOUIS, MISSOUR| B3308
December 7, 1983

; sName; ;
;3Address;;
HH

Dear ;;MName;;:

On November 18, 1983, we sent you a copy of a questionnaire soliciting your
opinion regarding the recent policy on prospective payment system based on
diagnosis related group (DRG). We are grateful to the many physicians wha
returned their questionnaires. We need your opinion and your colleagues to
make unbiased and fair conclusions regarding this matter. Your input is
essential in order to achieve this goal.

Please help us by sending us your questionnaire today. It takes only 10-15
minutes of your time. The results will be available to you personally if
you so desire. If you have any guestions, please call us at 658-3878

(Dr. Kwon) or at 647-9044 (Mr. Vogler).

Your cooperation is deeply appreciated.

Sincerely,

Thomas K. Vogler Tk-Whan Kwon, Ph.D

Principal Investigator Investigator

P53, If you already returned the questionnaire, please disregard this

Tetter and accept our sincere appreciation.

If you decided not to respond to this questionnaire, please check
( ) below the reason and return this to us via self-addressed,
stamped envelope so that we do not bother you anymore with this
matter.

{( ) I am not interested in answering the questionnaire
( ) I cannot answer this questionnaire with my name on it
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