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As health plan administrators search for ways 
to curb unnecessary utilization and at the same 
time ensure the provision o f  high-quality care, 
they experim ent with various form s o f  prior au
thorization. One such strategy, especially  useful 
for open panel plans in areas with many physi
cians, is the lock-in or formal referral or primary 
physician policy . In general outline this policy re
quires each  subscriber to designate as a primary 
provider one name from a list o f  plan approved or 
participating physicians. This physician is ex 
pected to serve as the m anager or gatekeeper for 
all the m edical care needs o f  his patients. The pri
mary physician is to be the sole source for m ost 
routine primary care and to be the authorizer and 
approver o f  nonem ergency m edical services pro
vided by specialists to the patients on his panel. 
Authorization by the primary provider for a refer
ral m ay be m ade a condition for plan payment o f
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specialists’ fees (or plan reim bursem ent to the pa
tient for paym ent o f  sp ecialists’ fees).

This policy is aimed at deterring w asteful doctor 
shopping, the practice by som e patients o f  seeing  
one doctor after another without referral in order 
to obtain repeated diagnostic workups for the 
same illness or set o f  sym ptom s. Such patients are 
engaged in a search for a second opinion on an 
unw elcom e diagnosis, for a preferred or more 
satisfying therapy, or for any o f  a number o f  ec o 
nom ic, social, or psychological reason s.1 The pol
icy is also aimed at more rational use o f  medical 
m anpower by discouraging self-initiated visits di
rectly to specialists for services w hich primary 
care physicians can provide more econom ically  or 
appropriately.

A w ell-enforced lock-in is a necessary adminis
trative com ponent o f  any third party paym ent plan 
that relies on another cost saving approach: reim
bursem ent o f  participating providers in w hole or in 
part on a capitation basis. A serious financial drain 
may be created for capitation system s when pa
tients seek covered services from providers other 
than those being prepaid to offer those services. 
W hen a patient wants to begin visiting a primary 
provider other than the one currently designated, 
the third party payer needs ample advance notice
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o f  the intended sw itch in order to rechannel the 
capitation paym ents.

A lthough a d irective to play a role as gatekeeper  
m ay be com m unicated to primary providers, and 
although they m ay agree to such a role in a co n 
tract, it cannot be assum ed that they w ill under
stand and support such a role or uniform ly and 
con sistently  com p ly .2 The actual behavioral re
sp onses o f  physicians in lock-in situations deserve  
careful investigation.

A  unique experim ent in form al referral and in 
direct capitation o f  primary care physicians within  
an open panel fram ework is underway in W iscon
sin. This is the Health M aintenance Program  
(HM P) adm inistered by W isconsin  Physicians 
Service (W PS), one o f  the sta te’s tw o com peting  
Blue Shield plans. The W PS H ealth M aintenance 
Program is marked by a number o f  innovative fea 
tures, but this study focu ses on p h ysic ian s’ atti
tudes and approaches toward the form al referral 
policy , as revealed by interview s held with a sam 
ple o f  the program’s physicians and other sources.

The Health Maintenance Program of 
Wisconsin

The W PS H ealth M aintenance Program policy, 
w ith its very generous array o f  in- and outpatient 
benefits, is offered to em p loyee groups as an alter
native to the highest level o f  coverage under the 
W isconsin  Physicians Service Blue Shield base 
contract. The W PS H ealth M aintenance Program  
offers broader coverage than the Blue Shield  
standard plan, as w ell as exem ption  from  certain  
deductibles and copaym ents im posed by the 
standard plan, but at no additional out-of-pocket 
premium cost to the em ployee.

Varieties o f  the W PS H ealth M aintenance Pro
gram are offered in over 40 W isconsin  counties, 
w ith certain key features im plem ented only by 
election  o f  each  county m edical soc iety . B ecause  
the vast bulk o f  the subscribers, participating 
physicians, and claim s volum e is concentrated in 
D ane C ounty (M adison), and because the severest 
test o f  the program ’s lock-in policy is occurring in 
this com m unity w ith its num erous physicians and 
clin ics, the perform ance o f  the plan there merits
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special attention. In 1978, the Dane County WPS 
H ealth M aintenance Program had som e 67,000 
subscribers and 650 participating physicians.

Capitation
Dane County is one o f  11 county medical 

soc iety  areas having a capitation arrangement for 
primary care serv ices that is tailored for each 
provider group. A ny physician , regardless o f  spe
cialty, may agree to serve as a “ primary pro
v id er .” Each primary provider receives a flat 
paym ent at the beginning o f  each m onth for each 
W PS H ealth M aintenance Program subscriber 
w ho signs up with him or his group, regardless of 
w hether the subscriber obtains serv ices.

Primary providers sign a contract by which they 
agree to be prepaid for a specified  minimum range 
o f  primary care services. W ith som e exceptions, 
this includes hospital inpatient v isits and office 
and hospital outpatient care (surgical, medical, 
accident, and w ell-baby care; injections, immuni
zations, and preventive care; and ancillary mate
rials and supplies provided by the physician). In 
addition, if  the primary provider or his or her 
group does laboratory w ork, perform s in-hospital 
surgery, or delivers babies, he or his group are 
exp ected , with few  excep tion s, to have these serv
ices included in the prepaid range.

Services provided on a referral basis by special
ists not choosing to be listed as primary providers 
are paid for on the basis o f  “ usual, custom ary, or 
reasonable” fee for service.

The Health Maintenance Account
B asic to the operation o f  the W PS Health Main

tenance Program is a bookkeeping device called 
the health m aintenance account (H M A ). Each 
primary provider site (so lo  or group practice) will 
have its ow n health m aintenance account provided  
that at least 500 subscribers sign up with that site. 
The remaining physicians, each with few er than 
500 subscribers, are com bined in separate pools.

A health m aintenance account is credited with 
the m onthly prem iums paid to the W isconsin Phy
sician Service for each Health M aintenance Pro-
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gram subscriber w ho selected  the physician or 
clinic as primary provider, minus amounts to 
cover the W isconsin  Physicians Service adminis
trative costs and em ergency services rendered by 
nonparticipating and out-of-area physicians. A 
separate allocation is also made for a shock loss, 
or catastrophic, exp en se fund to cover fees in ex 
cess o f  certain m aximum  levels per illness or in
jury sustained by an individual subscriber. Thus, 
primary providers have lim ited financial liability 
per patient under the plan.

Out o f  the health m aintenance account com e 
the am ounts to cover health care expenses  
presumed to be within the primary provider’s in
fluence. T hese include the follow ing expenses:

1. The capitation paym ents, which cover the 
small bill serv ices included in the prepaid range.

2. Paym ent for other services rendered by the 
primary provider that are reimbursed on a fee- 
for-service basis.

3. Paym ents for other plan Jbenefits that are 
rendered and billed for separately by other than 
the primary provider. T hese benefits include the 
fees for service o f  the referral specialists as well as 
hospital charges, prescription drugs, and ancillary 
services, supplies, and appliances.

4. Possib le surplus.
The W PS H ealth M aintenance Program pay

ments cover only the provider’s actual costs, that 
is, his charges less a deduction said to cover the 
savings to the provider in overhead expenses 
made possib le by the system . T hese savings are 
said to result from the elim ination o f  billing ex 
penses and co llection  losses.

Risk Assumption and Surplus Sharing
Primary providers on capitation have both a 

positive and a negative financial incentive to strive 
for econom y. U nder the current contract, if  capi
tations fall short o f  the costs o f  care rendered for 
any service year, the W isconsin  Physicians Serv
ice pays each primary provider no more than 
roughly 87.5 percent o f  the difference betw een  his 
actual costs  and his total capitation paym ents. If, 
on the other hand, the capitations exceed  actual 
costs, primary providers may retain an amount 
equal to their actual costs plus up to ten percent o f  
the total capitation paym ents to the provider.
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If a surplus remains in the health m aintenance 
account after an accounting period, it is to be d is
tributed am ong the physicians sharing that health 
m aintenance account and the persons paying the 
premiums for WPS Health M aintenance Program  
subscribers. But experience thus far show s there 
have been very few  and minor instances o f  health 
m aintenance accounts emerging with unused  
funds that have been distributed.

The Blue Shield plan guarantees paym ent o f  a 
large percentage o f  costs, and the primary pro
viders agree to accept a lim ited degree o f  risk. 
Health service exp en ses o f  individual subscribers 
beyond certain maximum s are covered  by funds 
that are not debited to any health m aintenance ac
count. And when total capitation paym ents fall 
behind costs, the W isconsin Physicians Service  
makes periodic lump sum supplementary payments 
to cover m ost o f  the difference. In its prom otion o f  
Health M aintenance Programs to physicians, the 
W isconsin Physicians Service made em phatic as
surances that participating providers would not 
suffer any appreciable financial lo sses  under the 
plan.

Formal Referral
Receipt by the W isconsin Physicians Service o f  

a referral authorization form signed by a primary 
provider is a condition for paym ent by the W is
consin Physicians Service o f  claim s subm itted by 
nonprimary providers in Dane County for covered  
services to m ost W PS H ealth M aintenance Pro
gram subscribers. A fter joining the program, a 
subscriber m ust se lect a physician from a list o f  
primary providers. Each covered m em ber o f  a 
family may have a different primary provider. If a 
physician in a group practice is designated, all the 
physicians in that group are considered to be the 
primary providers for that subscriber. A  sub
scriber can change to another primary provider on 
the first o f  a m onth after giving written 45-day ad
vance notice to the W isconsin Physicians Service. 
WPS Health M aintenance Program new sletters to 
subscribers strongly discourage self-referrals and 
doctor shopping and point out the w astefulness o f  
seeking m edical attention without the advice o f  
o n e’s primary provider. If a subscriber for any 
reason other than accident or em ergency seeks
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care w ithout the written authorization o f  his or her 
primary provider, the subscriber risks being  
dropped from  the program and placed under 
standard coverage, thus incurring the penalty o f  
reduction in the benefit package. (This sanction is 
to apply, how ever, only to those subscribers 
covered  by group contracts that include provision  
for enforcem ent o f  a lock-in . The scope o f  en
forcem ent w ill also vary w ith other understandings 
that the W isconsin  Physicians Service has with the 
various group buyers.)

A  primary provider fills out special referral au
thorization form s in triplicate in order to authorize 
paym ent for sp ec ia lists’ serv ices out o f  his health  
m aintenance account. The authorization is not for a 
single visit but for a treatm ent that may entail a 
series o f  visits: the form  includes a space for 
specifying duration. The W isconsin  Physicians  
Service is sent a cop y  o f  the form , and the patient 
is g iven  a cop y that the patient is exp ected  to mail 
or hand deliver to the referral physician and that 
the referral physician is expected  to attach to the 
claim  w hen it is sent to the W isconsin  Physicians 
Service. But b ecause patients m ay lo se  their 
cop ies , the adm inistration o f  the lock-in has not 
relied on the specialists having anything in hand 
from either the primary provider or the patient. 
But if the W isconsin  Physicians Service does not 
receive a proper authorization slip from a primary 
provider, the referral physician m ust bill the pa
tient directly.

The D ane C ounty M edical S ociety  approved  
the W PS H ealth M aintenance Program in late 1971 
by the slim m est o f  m argins, and only on condition  
that self-referral be allow ed. A t the end o f  the first 
year, w hen the program w as breaking even  finan
cially , the m edical soc iety  voted  overw helm ingly  
to continue the experim ent for tw o m ore years. 
But in 1975, in response to heavy financial lo sses  
as utilization outstripped exp ectation s, the m edi
cal soc iety  voted  in favor o f  “ strict adherence to 
principles o f  formal referral as a prerequisite to 
paym ent o f  p hysic ian ’s serv ices .”

This p olicy  generated a negative reaction from  
som e physicians and group buyers, w hich resulted  
in the m edical soc iety  adopting, only about six 
m onths later, a sign ifican t relaxation  o f  its p o s i
tion . A ccord ing  to the new  rule, w hich  cur
rently prevails, . . the primary physician’s re
sponsibility is to m ake a determ ination as to 
w hether a service is needed. The subscriber shall
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have free ch o ice o f  physician in determining who 
should perform  that serv ice .” W hat this has been 
interpreted to m ean is that patients w ho have es
tablished relationships with specialists are to be 
allow ed to continue seeing those specialists for 
n ecessary serv ices. It also m eans that w hen a pri
mary provider determ ines that a patient is in need 
o f  a serv ice, and w hen the patient expresses a 
preference to obtain that service from an outside 
specialist, the primary provider is expected  to 
honor that preference by m eans o f  a referral au
thorization, even  if  the needed  service is available 
in the primary provider’s clinic. The rule also 
perm its approval o f  the referral request even  when 
the service in question  is one w hich the primary 
provider ordinarily performs.

U nder the capitation system s o f  som e European 
national health insurance plans, the general prac
titioners have m onetary incentives to make high 
rates o f  referrals.3 U nder the W PS H ealth Mainte
nance Program, h ow ever, the financial incentive 
appears to be reversed: Primary providers stand to 
lo se m oney by making referrals because the pay
m ents for authorized sp ecia lists’ services come 
out o f  the health m aintenance accounts and reduce 
the chances for a surplus that the primary pro
viders w ould have a share in. In theory the WPS 
H ealth M aintenance Program arrangement should 
reinforce already strong d isincentives to referral 
existing in the conventional open market. W hen a 
referral m ust be m ade, m oreover, there exists an 
incentive to send the patient (in a ch o ice situation, 
with all other things being equal) to affiliated phy
sicians w ho charge low er fees or are view ed as 
otherw ise im bued with som e cost con sciousness.

In actual practice, lock-in violators are not 
being dropped from the W PS H ealth M aintenance 
Program as threatened. According to one Wis
consin  Physicians Service source, the approach to 
both subscribers and physicians is “ low  key and 
nonpunitive” and based on persuasion and educa
tion rather than expulsion  or other penalties.

Methods
O bservations about the W PS Health M ainte

nance Program were obtained by m eans o f  open
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ended in terview s conducted  in the summer o f  1976 
with 17 primary providers and one specialist, all 
practicing in M adison. The sam ple was not chosen  
randomly but with an effort to represent a cross- 
section o f  the m edical com m unity. The sample 
consisted o f  8 internists practicing in seven  differ
ent groups ranging in size from 2 to 55 physicians, 
3 family practice physicians in group settings, 3 
general practitioners in solo practice, 2 pediatri
cians, 1 obstetrician-gynecologist, and 1 proctol
ogist. T hese physicians ran the gamut in terms o f  
awareness o f  the m echanics o f  the program, inter
est in its perform ance, satisfaction with its admin
istration, and admitted behavioral response to its 
incentives.

Interview s were also conducted with W isconsin  
Physicians Service staff, with the risk managers 
for four major groups covered  by the Health Main
tenance Program, and with the business managers 
and office secretaries for several medical clinics.

B ecause o f  the small physician sample and the 
exploratory nature o f  the interview s, the range in 
the them es and trends in the responses are broadly 
reported here w ithout precise tabulations o f  fre
quencies.

Results
Views on the Formal Referral Policy

The physic ian s’ responses to questions about 
the lock-in show ed spirited variation in awareness, 
support, and behavioral response. Only one re
spondent acknow ledged that he did not know that 
paym ents for the fees o f  referral physicians were 
charged to his health m aintenance account. A l
m ost none o f  the physicians, how ever, admitted to 
making any change in their referral rates or pat
terns as a result o f  this financial d isincentive, and 
this response w as found among strong supporters 
o f the principle as well as opponents.

Three categories o f  reasons were given by those  
who agreed that formal referral was a good idea:

1. The fam ily practice physicians value the op
portunity to m onitor and control patient access to 
sp ecialists’ services. This expansion o f  the pri
mary provider’s authority is view ed as a m eans o f
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contributing to the continuity and coordination o f  
care as w ell as cost control. One o f  these support
ers defended the lock-in in terms o f  rational allo
cation o f  tasks:

We do not train  obstetricians to do routine pelvic 
exam s, neurosurgeons should no t be doing college 
checkups, and surgeons have better things to do than 
trea t ingrown toenails. These fall w ithin the prim ary 
services I have contracted  to perform , and I do no t w ant 
the traditional services I have been perform ing to  leave 
me.

An exam ple o f  the w ays that the lock-in could  
strengthen the position o f  the primary provider 
w as offered by a family physician after he com 
plained about the insufficiency o f  the com m unica
tions he received from psychiatrists on the goals 
and outcom es o f  their treatm ent for shared pa
tients. H e said he authorizes only a certain number 
o f psychiatric visits for som e patients, then d e
mands from the psychiatrist a report on the prog
ress o f  each patient. He observed that the majority 
o f  psychiatrists he deals with accept this condi
tion, but on two occasion s psychiatrists made 
vehem ent com plaints to his secretary.

2. Another group o f  physicians support the 
lock-in principally on the grounds that its su ccess  
is critical to the financial so lvency  o f  the W PS  
Health M aintenance Program and thus its survival 
as a business enterprise. The market su ccess o f  
the program is view ed  as an important bulwark 
against the intrusion o f  com peting health insur
ance plans potentially more adverse to the inter
ests o f  physicians.

3. One general practitioner gave strictly a self- 
serving argument in favor o f  the lock-in. H e 
brushed aside the suggestion that the system  gave 
him a w elcom e opportunity to advise patients on 
referrals. For him, the value o f  the policy lies in its 
deterrent effect: “ My patients will not ask for a 
referral in the first place if they need to ask me—  
they would have a guilty con scien ce. They will 
stay with me and I will not lose them ” to other 
primary providers, w hich, he explained, happens 
especially  when his patients seek  help elsew here  
when he is on vacation.

Som e respondents expressed  m isgivings about 
the potential o f  the lock-in for interfering with  
traditional help seeking patterns. Even staunch  
supporters o f  the lock-in favored a grandfather
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clau se , excep tion s in the case  o f  patients w ho have 
estab lished  relationships with outside providers.

T h ose w ho did not like the form al referral pol
icy generally gave one or m ore o f  the follow ing  
responses:

1. Som e m inim ized the extent o f  the problem  o f  
doctor shopping, saying that they did not believe it 
occurred very m uch in the com m unity or that it 
w as a negligible source o f  financial lo ss  for the 
program.

2. Som e invoked  the principle o f  free ch o ice o f  
physicians and described their d istaste for the role 
o f  rationer o f  serv ices. They said they lacked the 
tim e, the right, or the inclination to m onitor the 
outside help seeking o f  their patients. Som e o f  
these physicians said they try to con vin ce their 
patients that inappropriate self-referral w ill hurt 
H M P, but they added that they do not see  their 
role as including enforcem ent o f  the lock-in  or, as 
one respondent put it, being a “ policem an for my 
p atien ts.” M any said they routinely refer the W PS  
H ealth  M aintenance Program adm inistrative m at
ters to their b usin ess m anagers; several said they  
even  delegated to office secretaries the authority 
to fill out referral authorization slips for patients.

3. A  small but intense m inority o f  physicians 
objected  to the personal inconven ience o f  filling 
out referral slips, saying this burden offsets the 
reduction in paperwork resulting from the capita
tion system . (A  m ajority o f  the respondents agreed  
w ithout qualification that the HM P system , by 
elim inating the n ecessity  for filing individual 
claim s for primary care serv ices, has resulted in a 
big reduction in their paperwork burden.) M ost o f  
the physicians w ere ju st as em phatic, h ow ever, in 
dism issing any suggestion that there w as any 
bother involved  in filling out the authorization  
form s, and indeed, a glance at a few  slips filled out 
by an internist revealed how  minimal the data 
supplied could  be. A  referral to an orthopedist, for 
exam ple, gave as the reason, “ leg p rob lem ,” and 
m ost o f  the duration blanks w ere filled with “ as 
n eed ed ,” w hich shifted the discretion to the spe
cialist. N o  sign w as found that the W isconsin  
Physicians Service challenged anyone about the 
inform ation supplied on the form s.

4. M any references w ere m ade to  the in
adequacies in the education o f  HM P subscribers 
as to the m erits o f  the formal referral policy  and 
the requirem ent o f  primary provider authoriza
tion. Som e respondents blamed not on ly the car
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rier but the group buyers as w ell for failures in 
patient indoctrination. The W isconsin  Physicians 
Service staff adm it that this has been  a major 
shortcom ing o f  the plan and the service has in
creased  its mailings to its H ealth Maintenance 
Program subscribers. It w as the observation of 
office secretaries, how ever, that m any patients 
w ho did receive m ailed explanations sim ply did 
not understand them , and the task o f  patient edu
cation fell to the receptionists.

Subscriber ignorance about the requirem ent for 
a written authorization is given the blam e for the 
bulk o f  the self-referrals that occurred after inau
guration o f  the lock-in . The result w as a huge 
num ber o f  after-the-fact, or postdated, approvals: 
Patients w ould see  a specialist on their ow n initia
tive , learn about the need for a referral slip, then 
go to their primary provider and obtain a retro
active authorization. A nother com m on response 
to lock-in  violators w as to handle single unauthor
ized  visits to specialists as em ergency v isits. In 
m any ca ses, subscribers w ho continued to see dif
ferent physicians, but w ho failed to provide the 
W isconsin  Physicians Service with tim ely notifi
cation o f  their w ish  to  designate a new  primary 
provider, w ould be p rocessed  as em ergency cases 
or given referral authorizations until they  com 
plied with the program ’s instructions for sw itches.

S pecialists, rather than refusing serv ices to pa
tients lacking referral slips, typically  delayed filing 
claim s to the W isconsin  Physicians Service in 
order to g ive these patients a chance to obtain au
thorizations.

A ll sources w ho referred to the problem  o f  
lock-in  violations said the frequency tapered o ff  as 
m ore and m ore subscribers arrived at an under
standing o f  the requirem ents.

D esp ite universal denial that the lock-in  was 
having a heavy im pact on their behavior, som e 
physicians described salient instances o f  refusals 
o f  requests to sign a referral slip.

One o f  the major effects o f  the lock-in is one 
that officials o f  the program consider a key thrust 
o f  the plan. This is to m ake the large m edical group 
practices in M adison, w hich serve a large majority 
o f  W PS H ealth M aintenance Program subscribers 
in the area, becom e m ore self-contained and more 
interested in seeing their patients obtain services 
from  in-house specialists rather than outside  
sources. The feeling is that specialists on the staff 
can be subjected to rules and peer pressures aimed
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at achieving efficien cies. It has been  primarily cer
tain big m ultispecialty clinics that have been the 
target o f  the few  efforts by the W isconsin Physi
cians S erv ice  at “ fo c u se d ”  u tilization  rev iew , 
instruction on  c o s t  con ta in m en t, and negotiation  
regarding paym ent levels. If nothing else, the lock-in 
gives physicians at the larger clinics m ore oppor
tunity to inform patients about the services avail
able within the clin ic, and som e respondents said 
that they found them selves making extra efforts to 
make patients aware that needed  services could be 
obtained from staff colleagues.

Problem Areas
The problem  set that d ivides primary providers 

into liberals and hardliners on the issue o f  en
forcem ent o f  the lock-in involves subscribers 
seeking valid primary care services and preferring, 
but not needing, such services to be provided by 
either (a) a specialist, or (b) another primary pro
vider outside the subscriber’s designated primary 
provider site. Several troublesom e situations were 
identified.

Som e self-referrals reflect no explicit judgment 
by the patient o f  the efforts or abilities o f  his pri
mary provider; a visit to an ophthalm ologist for an 
eye problem , for exam ple, m ay sim ply be consid
ered the m ost efficient and appropriate thing to do. 
On the other hand, other self-referrals for second  
opinions are rooted in a lack o f  confidence in the 
primary provider’s judgm ent, and the physicians 
in the sam ple, while saying that challenges to their 
opinion or com petence were rare, varied in their 
likely response to patient doubt. At one extrem e is 
the pediatrician w ho said that he always encour
ages his patients to get a second opinion. A middle 
ground is occupied  by the internist w ho, when  
confronted by a patient w ho doubts a diagnosis he 
is sure about, w ould “ stall” the patient, then 
eventually acced e to the patient’s request for a 
referral “ if he raised a fu ss .” At another extreme 
is the allergist, so confident in his abilities that he 
would refuse to approve a referral request for a 
second opinion on an allergy problem.

The W isconsin  Physicians Service does not in
tend for its H ealth M aintenance Program formal 
referral to be an obstacle for patient pursuit o f  
second opinions w hen elective  surgery has been
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recom m ended. The service established a second  
opinion program for its M edicare business and 
encouraged its use by standard business p olicy
holders.

At risk w hen a physician refuses to acced e to a 
patient’s request for a referral authorization may 
be the patient’s peace o f  mind, which m ust be rec
ognized as an important dim ension o f  the patient’s 
health status, one having interactive effects with  
physical condition. A lso at risk is the rapport o f  a 
patient with his primary provider, w hich can be so 
critical in obtaining patient com pliance with other 
prescribed regim ens. The ultimate danger is lo ss o f  
the patient altogether as he or she sw itches d e
signations to either the preferred source o f  serv
ices or another primary provider more lenient with 
referral requests. H ow ever, w hen supporters o f  
the lock-in are posed  with the problem  o f  patients 
seeing outside physicians for primary care, their 
m ost typical response is to allow  it once or tw ice  
and then suggest to the patients that they designate 
the other physician as their primary provider if 
they w ish to continue seeing him.

Another problem set includes patient dem ands 
to continue prior relationships with certain pro
viders for particular conditions or services. A l
ready noted w as the sym pathy that prevails for 
referral requests in the case  o f  established  
physician-patient relationships. This type o f  re
quest was found to have two m ost com m on e x 
pressions: (1) fem ales wanting to see an obstetri
cian-gynecologist for routine pelvic exam inations, 
and (2) patients wanting to see a proctologist for 
anal-rectal exam inations and services. At work here 
are the strong loyalties that w om en develop to the 
physicians w ho delivered their babies and the 
special sensitivities associated with pelvic and proc- 
tological exam inations. Som e w om en might have 
gone through the formal sw itching process, with 
45-day notice to the W isconsin Physicians Service, 
to temporarily designate an obstetrician-gynecol
ogist as a primary provider for the sole purpose o f  
getting a pelvic exam ination, and then switching  
back to the original physician. Group buyers said 
the m ost frequent complaints they heard from em 
ployees about the lock-in concerned difficulties they 
were having in getting referrals to obstetrician- 
gynecologists, a particularly popular proctologist, 
and psychiatrists. The view  that the hardships 
created by the lock-in outweigh its benefits led the 
city, county, and school em ployee groups to drop
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formal referral w hen they each  renew ed their re
sp ective W PS H ealth M aintenance Program con 
tracts.

Psychiatric Services
One o f  the m ost glaring financial drains in the 

W PS H ealth M aintenance Program exp erience, 
and one that is generating m uch concern  am ong its 
leaders and group buyers, results from the high 
rate o f  utilization o f  psychiatric serv ices. The high 
use can be attributed in part to the heavy con cen 
tration o f  psychiatrists and o f  a myriad o f  other 
kinds o f  counseling serv ices in M adison. It can  
also be attributed in part to the fact that the pro
gram enrollm ent reflects the dem ographic com 
position  o f  M adison: both are largely w hite collar  
and middle c lass, and this stratum has repeatedly  
been show n in utilization studies to be much  
greater consum ers o f  psychiatric serv ices than 
blue-collar w ork ers.1 The financial im pact o f  this 
benefit is lessen ed  by policy lim itations on the 
num ber o f  covered  session s o f  psychiatric therapy 
per enrollee per year.

M ost o f  the physicians in this study indicated  
they w ould be inclined to grant referral requests to 
psychiatrists. A  few  respondents, h ow ever, said 
they denied patients’ requests to see nonpsychiat
ric cou n selors, such as p sych ologists, w hen the 
reasons for the requests w ere deem ed to be frivol
ous. Other respondents w ere concerned  about pa
tients seeking psychiatric care w hen it w as felt 
they could be m anaged ju st as w ell by less exp en 
sive student counselors or other nonm edical per
sonnel. Still other p hysicians, as noted earlier, 
may insist on progress reports from psychiatrists 
as a condition for authorizing additional visits.

Views on the Specialists' Service Reports
An abortive adm inistrative corollary to the 

W PS H ealth M aintenance Program lock-in w as the 
distribution to each  primary provider location  o f  
com puter printouts listing all the serv ices o f  sp e
cialists received  by the program subscribers 
signed up w ith that location  and billed to its health  
m aintenance account. S ince the primary provider
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authorizes paym ent o f  sp ec ia lists’ bills, this in
form ation w as m ade available, according to the 
program prom oters, to help the primary provider 
fo llow  through on referrals, determ ine if special
ists serv ices are appropriate and if their charges 
are warranted, and thus be m ore in com m and of 
his p atients’ care. The W isconsin  Physicians Serv
ice , how ever, never adhered to a consistent policy 
in dissem inating these reports and has dropped the 
service on the grounds that the reports were not 
being studied enough to justify  their expense.

Support for this con clusion  can be found in the 
interview  resp onses. The sam ple ranged w idely in 
their op inions on the usefu lness o f  the information 
on sp ecia lists’ serv ices, w ith again only a minority 
admitting to making changes in their routines as a 
result o f  som ething they learned from these re
ports. One drawback w as that the data were 
aggregated by clin ic, and this m ade it difficult for 
individual physicians in large groups to track the 
service use o f  their ow n patients.

Som e m edical groups assigned one m em ber or 
their b usiness m anager to study W isconsin  Physi
cians Service reports and sum m arize the trends, 
som etim es at staff m eetings called for this pur
pose; or a W isconsin  Physicians Service staffper- 
son cam e around to apprise the staff on the trends.

The m ost enthusiastic response cam e from a 
m em ber o f  a large group w ho said the reports were 
exposing the w ide variations in fees being charged 
for com parable serv ices by practitioners o f  par
ticular specialties throughout the com m unity. He 
also considered the reports an eye-opener as to the 
high fees that certain specialists on his ow n staff 
w ere charging patients he had referred to them.

A few  respondents said that they w ere sur
prised, after reading the service reports, to learn 
how  m uch m oney w as going out for specialists’ 
care, especia lly  for psychiatric serv ices. Some 
m erely found it m ildly interesting to find out which 
o f  their patients w ere seeing psychiatrists. Some 
had a low  opinion o f  the reports because they said 
they learn where their self-referring patients go 
through letters or other com m unications from the 
specialists.

T w o respondents, how ever, said they studied  
their reports carefully and w ere determ ined to 
“ plug the leak s” they d iscovered , ie, tell sub
scribers seeing other physicians w ithout au
thorization to either obtain clearances or designate 
the other physicians as their primary providers.

THE JOURNAL OF FAMILY PRACTICE, VOL. 13, NO. 4, 1981



BLU E SHIELD REFERRAL POLICY

One respondent raised a possible ethical issue. 
He observed that the availability o f  information on 
specialists’ charges might create problem s with a 
“reverse kind o f  fee  sp litting.” Instead o f  the tra
ditional form , where the referring physician ig
nores expertise considerations and looks for a 
kickback from high charging specialists, under the 
WPS H ealth M aintenance Program he has finan
cial incentives to refer patients to low  charging 
specialists. But the lukewarm  responses o f  the 
physicians in the survey suggest that such a pat
tern is hardly likely to becom e widespread.

Key Lessons
A patient lock-in in an open panel format, along 

with a unique capitation reim bursem ent arrange
ment for primary care physicians, has been a fea
ture o f  certain Blue Shield contracts offered in 
Dane County (M adison), W isconsin. After several 
years o f  exp erience, the W PS Health Maintenance 
Program has been found to be operating in this 
metropolitan area w ithout creating either the phy
sician disaffection or the widespread disruption o f  
patient help seeking patterns that had been pre
dicted by som e early opponents. Am ong the major 
reasons for this sm ooth transition are (1) the rarity 
with which the Blue Shield plan im poses threat
ened p en a lities on  lock-in  v io la tors, (2) the 
relaxations o f  the policy form ally adopted by the 
county m edical society  in order to accom m odate 
established patient-physician relationships and 
patient preferences for sources o f  needed services, 
and (3) the leniency o f  som e physicians in granting 
patient requests for referral authorizations. Much 
remains to be learned about the im pacts o f  the 
program’s formal referral policy , but interviews 
with a sam ple o f  physicians serving as primary 
providers suggest that key lesson s o f  the WPS 
Health M aintenance Program experience are as 
follows:

1. The early years o f  im plem entation were 
marked by num erous instances o f  retroactive au
thorizations o f  patients’ self-initiated visits to 
specialists. But the frequency o f  this evasion di
m inished as the formal referral requirement be
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cam e better understood as the result o f  com m uni
cations from physicians, physicians’ office per
sonnel, group buyers, and the carrier. Subscriber 
education about the merits and m echanics o f  the 
lock-in must be made a high priority in a capitation  
system .

2. The primary providers exhibited consider
able diversity in their evaluations o f  the lock-in, 
their expressed w illingness to enforce it, and their 
claim ed routines o f  enforcem ent. A  com m on re
sponse to patient requests for referrals for services  
falling within the prepaid range is to accede to 
such requests once or tw ice, then suggest to the 
patient that the primary provider designation be 
shifted to the other source.

3. The need for referral authorizations has e x 
panded the primary physicians’ opportunities for 
counseling patients on sp ecia lists’ services. This 
in turn has made possible m ore patient aw areness 
about the in-house availability o f  needed services 
at the large m ultispecialty clin ics in M adison. The 
formal referral process appears to be com bining  
with the financial incentives o f  the program to 
produce the intended effect o f  making the large 
clinics seek w ays to be the source o f  more o f  the 
m edical services needed by their patients.

4. Som e program physicians are making mar
ginal changes in their practice patterns, in re
sponse either to the financial incentives o f  the 
WPS Health M aintenance Program or to the 
exhortations o f  its prom oters. Am ong these  
changes are occasional refusals o f  questionable  
requests for referral authorizations. Consideration  
should continue to be given to the possible advan
tages for cost containm ent and quality o f  care in 
increasing the gatekeeping role o f  primary physi
cians by m eans o f  a capitation c u m  lock-in system .
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