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PRIMARY CARE

By Eran Politzer, Timothy S. Anderson, John Z. Ayanian, Vilsa Curto, John A. Graves, Laura A. Hatfield,
Jeffrey Souza, Alan M. Zaslavsky, and Bruce E. Landon

Primary Care Physicians In
Medicare Advantage Were Less
Costly, Provided Similar Quality
Versus Regional Average

ABSTRACT The use of many services is lower in Medicare Advantage (MA)
compared with traditional Medicare, generating cost savings for insurers,
whereas the quality of ambulatory services is higher. This study examined
the role of selective contracting with providers in achieving these
outcomes, focusing on primary care physicians. Assessing primary care
physician costliness based on the gap between observed and predicted
costs for their traditional Medicare patients, we found that the average
primary care physician in MA networks was $433 less costly per patient
(2.9 percent of baseline) compared with the regional mean, with less
costly primary care physicians included in more networks than more
costly ones. Favorable selection of patients by MA primary care physicians
contributed partially to this result. The quality measures of MA primary
care physicians were similar to the regional mean. In contrast, primary
care physicians excluded from all MA networks were $1,617 (13.8 percent)
costlier than the regional mean, with lower quality. Primary care
physicians in narrow networks were $212 (1.4 percent) less costly than
those in wide networks, but their quality was slightly lower. These
findings highlight the potential role of selective contracting in reducing

costs in the MA program.

nrollment in Medicare Advantage
(MA) has risen steadily during the
past two decades, with the share of
eligible Medicare beneficiaries en-
rolled in private MA plans reaching
just over 50 percent in January 2023.' Compared
with traditional Medicare beneficiaries, MA en-
rollees have been found to have lower use of
specialists, emergency departments, and elective
procedures,”* creating cost savings for MA
plans, and they have been found to be more likely
to receive higher-quality ambulatory services.’
These utilization differences may be affected
by unmeasured favorable selection of enrollees
into MA plans or by plans’ care management and
utilization management activities. This article
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considers whether a third potential mechanism
contributes to these differences: MA plans’ selec-
tive contracting with providers for participation
in MA networks.

MA networks can be broad or narrow, but they
almost always exclude some providers in a mar-
ket.*'° Some authors have hypothesized that MA
plans selectively include cost-efficient and high-
quality providers in their networks as a strategy
to achieve lower spending and higher quality."
Selection of primary care physicians may help
achieve these outcomes, as these physicians
manage the continuum of care provided to their
patients, including through referrals to particu-
lar specialists and hospitals.”*™* Plans may also
use selective contracting as a tool to attract more
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profitable enrollees.

In this national observational study, we exam-
ined whether primary care physicians included
in MA networks in 2019 differed in costliness
and quality during 2016-18 compared with the
average primary care physician in their area. We
also examined how findings differed for narrow
versus broad networks.

Study Data And Methods

Our analysis quantified the costliness and quali-
ty of primary care physicians by studying care
provided to their traditional Medicare patients.
We compared the mean costliness and quality
of primary care physicians included in MA net-
works with their regional average, using data
for these physicians’ traditional Medicare pa-
tients. We repeated the comparison for physi-
cians who were excluded from all MA networks.

TRADITIONAL MEDICARE PATIENT SAMPLE T0
quantify the costliness and quality of primary
care physicians, we used a 20 percent sample
of traditional Medicare beneficiaries, pooling
three years of data (2016-18) to include suffi-
cient sample sizes per physician. Our analytic
sample included beneficiaries who had both
Parts A and B coverage for the whole year (or
until they died) and those who were not enrolled
in an MA plan in any two consecutive months
throughout the year. We excluded patient-years
for beneficiaries in their first year in Medicare or
in a year when they moved. We also excluded
patients with end-stage renal disease.

PATIENT AND PHYSICIAN CHARACTERISTICS Us-
ing the Medicare Master Beneficiary Summary
File for 2016-18, we assessed beneficiaries’ age,
sex, race and ethnicity, and dual Medicaid en-
rollment and whether disability was the reason
for their original Medicare eligibility. Annual
cost data from the Master Beneficiary Summary
File included the amount spent by Medicare, as
well as out-of-pocket payments and payments
from other insurers. This cost included spending
on prescription drugs in Medicare Part D. We
used diagnoses that were recorded in claims
from the preceding year to calculate prospective
risk scores, using the Centers for Medicare and
Medicaid Services (CMS)-Hierarchical Condi-
tion Categories risk-adjustment model.

We defined primary care physicians as those
identified with a general practice, family prac-
tice, internal medicine, or geriatric medicine
specialty in the Medicare claims data. Additional
primary care physician characteristics, includ-
ing gender and professional affiliations, were
drawn from the December 2018 CMS Care Com-
pare Doctors and Clinicians national download-
able file.”

ATTRIBUTING BENEFICIARIES TO PRIMARY
CARE PHYSICIANS To estimate primary care
physicians’ costliness and quality, we identified
the physician most responsible for managing
and coordinating the care of each beneficiary.
We followed the Medicare Shared Saving Pro-
gram’s attribution rule to annually attribute tra-
ditional Medicare beneficiaries to primary care
physicians based on outpatient office-based eval-
uation and management claims from the CMS
Carrier files for the period 2016-18 (excluding
claims in nursing facilities and inpatient set-
tings), attributing beneficiaries to the physician
with the highest total payments.”® We excluded
the almost 40 percent of beneficiaries who did
not see a primary care physician in any given
year—a share consistent with prior work."”

IDENTIFYING MEDICARE ADVANTAGE PRIMARY
CARE PHYSICIAN NETWORKS To identify primary
care physicians’ participation in MA networks,
we used 2019 data from Ideon (formerly Veri-
cred), a firm that collects data on network par-
ticipation from insurers and online plan direc-
tories. Such directories are notoriously prone to
errors, but the Ideon data set and our analysis
minimized this issue through several validation
methods (see more details in online appendix
section 1)."® Among other steps, we followed pri-
or research® and validated primary care physi-
cians’ practice locations in specific markets
and their primary care specialty using additional
2019 data from IQVIA to capture information on
office-based physicians, including their clinics’
locations, and from the CMS Care Compare Doc-
tors and Clinicians. We also used specialty data
from traditional Medicare claims and data from
the Master Beneficiary Summary File on the lo-
cation of attributed traditional Medicare pa-
tients. We elected to focus on individual primary
care physicians, rather than practices (defined
by Taxpayer Identification Numbers), because
for many practices in our data, some primary
care physicians participated in MA networks,
whereas others did not. We defined networks
at the geographic level of the hospital referral
region (HRR) and excluded networks in Puerto
Rico and the other US territories. We focused on
HRRs rather than counties because MA plans
generally are offered in multiple counties within
a geographic area, and the affiliated networks
are not constructed at the county level. Our con-
clusions remained the same when we conducted
a county-level analysis (see exhibit S6 in appen-
dix section 3).”® Nonstandard MA plans, includ-
ing employer group waiver plans, were excluded
from the Ideon data.

We used the 2019 CMS Plan Characteristics
file to link networks to their parent insurer. Us-
ing the Master Beneficiary Summary File and

MARCH 2024 43:3

Downloaded from HealthAffairs.org by Kenneth Y eates-Trotman on March 28, 2024.

Copyright Project HOPE—The People-to-People Health Foundation, Inc.

For personal use only. All rights reserved. Reuse permissions at HealthAffairs.org.

HEALTH AFFAIRS

373



PRIMARY CARE

374

Ideon’s data on the MA contracts linked to each
MA network, we calculated the number of MA
enrollees in each HRR who used each network.
We excluded from our sample very small net-
work-HRRs with either fewer than fifty primary
care physicians or fewer than fifty enrollees.
HRRs with no MA network were excluded from
the analysis. We use the term “network-HRR” to
refer to a subsection of an MA network that only
includes primary care physicians from a specific
HRR. Appendix section 3 details the effects of
these selection criteria on our sample.’

STATISTICAL ANALYSES TO MEASURE PRIMARY
CARE PHYSICIANS' cOSTLINESs To assess primary
care physicians’ costliness, we estimated a linear
regression model of patients’ annual costs that
included a fixed effect for each physician, con-
trolled for patients’ county of residence and their
risk score, and also for the year. After estimation,
the primary care physician fixed effects were
“shrunk” toward their county average, using the
empirical Bayes method.” The resulting primary
care physician effects were then standardized to
the average in their HRR. See appendix section 5
for further details on these calculations.™

The primary care physician-level fixed effects
measured the extent to which average patient
spending for each physician was higher or lower
than the costs predicted by patients’ risk scores
and county of residence. As risk scores and coun-
ty determine payments to MA plans, the estimat-
ed fixed effects can be interpreted as the relative
costliness of each primary care physician to the
MA plan.

To examine the extent to which our costliness
measures reflected selection of patients to pri-
mary care physicians’ panels (versus the direct
effect of primary care physicians’ practice style),
we examined patients’ characteristics by the
costliness quintile of their primary care physi-
cians. In addition, in a sensitivity analysis, we
estimated an alternative model of patients’ costs
that also controlled for their race, Medicaid eli-
gibility, disability status, and whether they died
during the year.

MEASURING PRIMARY CARE PHYSICIAN QUALI-
Ty For each physician, we computed eight
Healthcare Effectiveness Data and Information
Set (HEDIS) quality measures® that could be
calculated using claims for their attributed tra-
ditional Medicare patients. We included two
measures for comprehensive diabetes care, one
forbreast cancer screening in women at ages 65-
69, one for osteoporosis management in women
who had a fracture, two for pharmacotherapy
management of chronic obstructive pulmonary
disorder exacerbation, and two for annual moni-
toring for patients on persistent medications.
The measures were mostly uncorrelated (see ex-
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Our findings suggest
that managed care
tools, particularly
selective contracting
with primary care
physicians, contribute
to lower costs in MA.

hibit S22 in appendix section 8)."®

CALCULATING NETWORK-HRR-LEVEL AND NA-
TIONAL-LEVEL QUALITY AND COSTLINESS MEA-
sures We calculated HEDIS quality measures
at the network-HRR level as the mean quality
of in-network primary care physicians. We then
calculated “network-HRR quality,” a composite
quality measure that is the simple average of all
HEDIS measures in the network-HRR. Similar to
the underlying HEDIS measures, the composite
measure ranged from 1to 100 percent, indicating
the average share of patients who received care
according to clinical guidelines.

“Network-HRR costliness” is the mean costli-
ness of the primary care physicians included in
each network-HRR. For primary care physicians
excluded from all MA networks, we calculated
quality and costliness at the HRR level, as if they
formed a separate network-HRR. We also calcu-
lated the overall “HRR costliness” and “HRR
quality,” using the means of all primary care
physicians in the HRR. These HRR means served
as benchmarks for comparison of network-
HRRS’ costliness and quality.

We calculated the costliness and quality gaps
between each network-HRR and the HRR mean.
These gaps measured how different the average
primary care physician in the network was from
the surrounding market and could indicate the
extent of selective contracting. For national in-
ference, we calculated an average of the network-
HRR measures, weighted by the number of MA
enrollees who used each network-HRR (cluster-
ing the standard errors at the network-HRR lev-
el). For primary care physicians who were ex-
cluded from all MA networks, we calculated an
average of the HRR-level means, weighted by the
number of traditional Medicare beneficiaries in
each HRR (clustering errors at the HRR level).

HETEROGENEITY We examined heterogeneity
in our results by network breadth. Network-

Downloaded from HealthAffairs.org by Kenneth Y eates-Trotman on March 28, 2024.
Copyright Project HOPE—The People-to-People Health Foundation, Inc.
For personal use only. All rights reserved. Reuse permissions at HealthAffairs.org.



HRRs were defined as narrow if they included
atmost 15 percent of the primary care physicians
in the HRR and were defined as wide if they
included at least 35 percent of primary care
physicians in the HRR.We also examined hetero-
geneity among the five largest MA insurers (see
appendix section 6).'®

LiMmiITATIONS We acknowledge several limita-
tions. Our approach relied on a key assumption,
which is that primary care physicians’ costliness
and quality in traditional Medicare and MA were
strongly correlated, so information on the treat-
ment of traditional Medicare patients was rele-
vant to MA selective contracting. The required
assumption is weaker than the “norms hypothe-
sis,” which postulates that physicians adopt a
mostly uniform practice style, best suited to
the insurance mix across their patients.” Our
assumption allowed us to interpret within-tradi-
tional Medicare results as indicative of primary
care physician-driven cost and quality differenc-
es between MA and traditional Medicare pa-
tients. Our approach had the advantage that MA
plans’ incentives to physicians or patients did
not directly affect traditional Medicare patients’
care, which therefore better captured the prac-
tice style and coding practices of primary care
physicians. A limitation of this approach is that
primary care physicians who exclusively treated
MA patients were not represented in our sample.

There were additional limitations in our use of
contemporary traditional Medicare data. First,
MA policies may have spillovers to traditional
Medicare patients and affect their care.?*?® If
spillovers from MA were substantial for primary
care physicians, any cross-sectional difference
we observed may partly have been the result of
inclusion in MA networks, and not the reason for
this inclusion. Second, some primary care physi-
cians in our sample had small panels of attribut-
ed traditional Medicare patients, causing their
costliness measures to be heavily shrunk to the
county average. However, our results remained
very similar when we excluded network-HRRs
where primary care physicians had an average
panel of fewer than fifty traditional Medicare
patients.

Inaccurate provider directories may have in-
troduced errors into the Ideon data set. Howev-
er, we verified primary care physicians’ special-
ties and locations using other data sources.

Last, our costliness measures were estimated
using patient-year observations, ignoring possi-
ble serial correlation between the predicted ver-
sus actual costs of the same patient over the
years.

Study Results

We linked data on 4,456,037 traditional Medi-
care patients (9,975,761 patient-years) to
151,679 primary care physicians. During 2016-
18, the average primary care physician had sixty-
six attributed patient-years from the 20 percent
Carrier file. Most primary care physicians
(81 percent) were included in at least one MA
network, ranging from 69 percent in the fifth
percentile of HRRs to 90 percent in the ninety-
fifth percentile. Women made up 58 percent of
the attributed beneficiaries, and the average age
was seventy-four. Most patients were White
(85 percent), with 7.8 percent Black, 1.5 percent
Hispanic, and 1.9 percent Asian. Patients’ mean
annual costs were $15,431. The national HRR-
level mean of patients’ costs was $14,999 (data
not shown).

Our sample included 3,719 network-HRR com-
binations: 495 networks in 299 HRRs, with 363
of these networks spanning multiple HRRs (ten
on average). These network-HRRs were used by
13,756,550 MA enrollees, out of 23.3 million
MA enrollees in December 2019. The average
network-HRR operated in an HRR with 1,905
primary care physicians (median: 1,166) and
17 MA networks (data not shown).

Exhibit 1 presents unweighted summary sta-
tistics for the network-HRRs in our sample and
for primary care physicians who were excluded
from all MA networks. Network-HRRs had a
mean of 416 in-network primary care physicians
(27 percent of all primary care physicians in the
HRR).

Network-HRRs had an average of 306 primary
care physicians with attributed traditional Medi-
care patients in our sample, with each primary
care physician having an average of eighty-two
attributed patient-years. In each HRR, there
were, on average, ninety-seven primary care
physicians who were excluded from all MA net-
works (appearing in the “TM-only” column of
exhibit 1). These physicians had an average of
thirty-three traditional Medicare patient-years.
The share of female physicians was higher
among primary care physicians who participated
in MA networks, and the share of primary care
physicians who participated in a Medicare ac-
countable care organization was higher among
those who participated in MA networks. The
mortality rate of patients attributed to MA pri-
mary care physicians each year was lower by
34 percent than the annual mortality rate for
patients of primary care physicians excluded
from MA networks (27 deaths per 1,000 popula-
tion versus 41 deaths).

COSTLINESS OF PRIMARY CARE PHYSICIANS
The average primary care physician who partici-
pated in MA networks was $375 less costly than
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EXHIBIT 1

Characteristics of traditional Medicare (TM) and Medicare Advantage (MA) primary care physicians (PCPs) and their
patients, by participation in MA networks and by network breadth, 2019

TM-only Narrow Wide

Characteristics PCPs* MA PCPs® networks* networks®
PCPs

Female (%) 30 37 37 38

No. of years since graduation 23 24 24 23

Group affiliation (%) 86 87 83 92

Hospital affiliation (%) 85 88 80 94

In accountable care organization (%) 43 55 51 59
Patients

No. of attributed patient-years per PCP 33 82 73 82

Mean age (years) 73 73 73 73

White (%) 84 86 82 91

Black (%) 8 7 8 5

Dual enrollment (%) 19 17 20 14

Annual mortality rate per 1,000 41 27 27 27
MA network-HRRs

Network-HRR breadth? (%) — 27 9 43

No. of in-network PCPs per MA network —* 416 235 519

No. of PCPs with attributed TM patients 97 306 172 379
Sample counts

No. of TM beneficiaries 39,997,547 =F =F =F

No. of enrolled MA beneficiaries —= 13,756,550 3,139,735 3,685,475

No. of sample PCPs 28,504 123,175 19,230 44097

No. of network-HRRs = 3,719 848 1,002

source Authors’ analysis of data from the following sources. For PCP participation in MA networks, we used 2019 data from Ideon.
PCP characteristics were drawn from the Centers for Medicare and Medicaid Services' December 2018 Care Compare Doctors and
Clinicians file, from 2019 IQVIA data, and from 2019 Ideon data. Attributed patients’ data came from 2016-18 claims files for a
20 percent sample of TM beneficiaries. °Means were calculated at the HRR level for PCPs who treated only TM patients and then
averaged nationally. ®For PCPs who participated in MA networks, means were calculated at the network-HRR level and then averaged
nationally. “Means were calculated at the network-HRR level and then averaged nationally. Statistics were calculated separately for
PCPs who participated in narrow MA network-HRRs (defined as including at most 15 percent of the PCPs in the HRR) and PCPs who
participated in wide MA network-HRRs (defined as including at least 35 percent of the PCPs in the HRR). “The breadth of each network-
HRR was measured as the share of the HRR's PCPs who were in network. °Not applicable.

the average of all primary care physicians in the
HRR (exhibit 2). Weighted by enrollment, the
average primary care physician who participated
in the average MA network was $433 less costly
than the average of all primary care physicians in
the HRR (2.9 percent of the national HRR-level
mean of patients’ costs). Exhibits S19 and S20 in
appendix section 7 demonstrate that primary
care physicians who generated lower costs were
included in more network-HRRs, and network-
HRRs with less costly primary care physicians
had higher MA enrollment.” The small group
of primary care physicians who served only tra-
ditional Medicare patients was $1,534 more cost-
ly than the average of all primary care physicians
in the HRR (exhibit 2).When we examined costli-
ness by network breadth, we found that primary
care physicians in the average narrow network
were $212 (1.4 percent of baseline) less costly
than primary care physicians in the average wide
network (exhibit 3).

Exhibit S13 in appendix section 5 presents the
characteristics of patients by the costliness quin-
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tile of their associated primary care physicians."
Compared with the lowest quintile, physicians in
the highest (most costly) quintile served more
Black patients, fewer Asian patients, and more
patients who were dually enrolled in Medicare
and Medicaid; the mortality rate among their
patients was 2.4 times higher.

PRIMARY CARE PHYSICIAN QUALITY Looking at
primary care physicians by MA network partici-
pation, we found that the quality of these physi-
cians in the average MA network-HRR was simi-
lar to the quality of all primary care physicians in
the HRR, just 0.1 percentage point above the
HRR mean (exhibit 2). The quality of primary
care physicians excluded from all MA networks
in the average HRR was lower than the quality of
all primary care physiciansin the HRR, by 2.1 per-
centage points (exhibit 2). Looking at primary
care physicians by network breadth, we found
that the quality of these physicians in the average
narrow network-HRR was slightly lower than
that of primary care physicians in the average
wide network-HRR, by 1.1 percentage points (ex-
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EXHIBIT 2

Primary care physicians’ (PCPs’) costliness and quality, relative to hospital referral region (HRR) mean, by inclusion in
Medicare Advantage (MA) networks, 2019

MA versus TM-only

TM-only PCPs MA PCPs MA network-HRRs difference

PCPs' costliness®

Amount ($) 1,534 -375 =F -1,909

95% Cl 1,524, 1,543 -377, =373 = -1,915, -1,903
Network-HRRs' costliness
(weighted by enrollment) —

Amount ($) 1,617 — —433 —-2,050

95% Cl 1,499, 1,734 — —-469, -397 -2172, -1,927
Network-HRRs' quality
(weighted by enrollment)* —

Percentage points =21 =F 0.1 2.1

95% Cl -24,-17 = -03, -04 17,26

sourcEe Authors' analysis of data from the following sources. For PCP network participation, we used 2019 data from Ideon. PCPs' HRR
location was determined using December 2018 data from the Centers for Medicare and Medicaid Services Care Compare Doctors and
Clinicians file, 2019 1QVIA data, and 2019 Ideon data. Costliness and quality measures were estimated using 2016-18 claims files for a
20 percent sample of traditional Medicare (TM) beneficiaries. ®PCPs’ costliness was measured as the difference between the observed
annual costs of their TM patients and their predicted costs, based on risk scores and county of residence. All measures in the table
examine differences in costliness relative to the average of all PCPs in the same HRR. The national average of HRR-level means of costs
per patient-year in our sample of patients attributed to TM PCPs was $14,999. Annual cost data included the amount spent by
Medicare, out-of-pocket payments, and payments from other insurers. This included spending on prescription drugs in Part D.
°Average costliness was examined at the PCP level. ‘An average of the mean costliness of PCPs in each network-HRR was
calculated, weighted by the number of MA enrollees using each network-HRR. For PCPs not participating in any MA network, we
calculated the average of HRR-level means, weighted by the number of TM beneficiaries in the HRR. “An average of the mean
quality of PCPs in each network-HRR was calculated, weighted by the number of MA enrollees using each network-HRR. For PCPs
not participating in any MA network, the measure is an average of HRR-level means, weighted by the number of TM beneficiaries in the
HRR. The mean quality in our sample was 69.9%, referring to the average share of patients who received specified care according to

clinical guidelines; details are in appendix exhibit S21 (see note

hibit 3). Exhibit S21 in appendix section 7 pre-
sents the eight HEDIS measures underlying our
assessment of quality."

Exhibit 4 presents primary care physician
costliness and quality in 892 network-HRRs with
above-average MA enrollment (at least 3,700 en-
rollees) and the HRR-level means of costliness
and quality for primary care physicians excluded
from MA networks. These excluded primary
care physicians (denoted by gray circles) were
markedly concentrated in the lower-right quad-
rant, indicating that they had both higher costli-
ness and lower quality compared with the means
forall primary care physicians in their HRRs. MA
networks were mostly concentrated in the two
left quadrants, indicating lower costliness than
their HRR average. Exhibit 4 demonstrates that
the costliness and quality in narrow network-
HRRs varied more than in wide network-HRRs
and that many narrow network-HRRs had
markedly lower costliness or quality, or both,
than the average wide network-HRR. Exhibit S18
in appendix section 7 presents 95% confidence
ellipses of costliness and quality for the whole
sample.”®

SENSITIVITY ANALYSIs Our results were robust
to estimating costliness using an alternative

18 in text). “Not applicable.

model that controlled for a richer set of patients’
characteristics (exhibit S11 in appendix section
5)," shrinking our main estimates by only 11-
13 percent.

Discussion

In this national study, we found that primary
care physicians who participated in MA net-
works in 2019 were less costly to MA plans than
the average of all primary care physicians in the
same HRR while providing similar quality of
care. These findings provide insights into one
mechanism that may lower MA plans’ spending
and increase their profits: selective contracting
with providers. Whether plans directly choose
which providers to include in their networks
or offer contract terms that deter certain pro-
viders from joining, the resulting selection of
primary care physicians has the potential to im-
prove plans’ margins. Additional evidence for
selective contracting comes from examining pri-
mary care physicians who were excluded from all
MA networks; these physicians were markedly
more costly and had lower quality than the aver-
age for all primary care physicians in their HRRs.
We found that selection of less costly primary
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EXHIBIT 3

Primary care physicians’ (PCPs’) costliness and quality, relative to hospital referral region (HRR) mean, by network
breadth, 2019

Narrow Wide Narrow versus
networks® networks® wide difference
PCPs' costliness“®
Amount ($) —466 =317 -149
95% Cl —473, —459 -319, =315 —155, -143
Network-HRRs' costliness
(weighted by enrollment)®
Amount ($) -557 —345 -212
95% Cl -676, —438 -366, —325 —333, -91
Network-HRRs' quality
(weighted by enrollment)’
Percentage points -08 0.3 -1.1
95% Cl -19,02 03,04 -22 -02

sourck Authors' analysis of data from the following sources. For PCP network participation and network breadth, we used 2019 data
from Ideon. PCPs"HRR location was determined using December 2018 data from the Centers for Medicare and Medicaid Services Care
Compare Doctors and Clinicians file, 2019 IQVIA data, and 2019 Ideon data. Costliness and quality measures were estimated using
2016-18 claims files for a 20 percent sample of traditional Medicare (TM) beneficiaries. *Narrow Medicare Advantage (MA) network-
HRRs include at most 15 percent of the PCPs in the HRR. "Wide MA network-HRRs include at least 35 percent of the PCPs in the HRR.
‘PCPs’ costliness was measured as the difference between the observed annual costs of their TM patients and their predicted costs,
based on risk scores and county of residence. All measures in the table examine differences in costliness relative to the average of all
PCPs in the same HRR. The national average of HRR-level means of costs per patient-year in our sample of patients attributed to TM
PCPs was $14,999. Annual cost data included the amount spent by Medicare, out-of-pocket payments, and payments from other
insurers. This included spending on prescription drugs in Part D. *Average costliness was examined at the PCP level. *An average of
the mean costliness of PCPs in each network-HRR was calculated, weighted by the number of MA enrollees using each network-HRR.
For PCPs not participating in any MA network, we calculated the average of HRR-level means, weighted by the number of TM
beneficiaries in the HRR. ‘An average of the mean quality of PCPs in each network-HRR was calculated, weighted by the number of
MA enrollees using each network-HRR. For PCPs not participating in any MA network, the measure is an average of HRR-level means,
weighted by the number of TM beneficiaries in the HRR. The mean quality in our sample was 69.9%, referring to the average share of

patients who received specified care according to clinical guidelines; details are in appendix exhibit S21 (see note 18 in text).

care physicians was stronger in narrow MA net-
works compared with wide networks and that
there was slightly lower average quality in these
narrow networks.

Relatively little research has studied the extent
to which MA plans select providers on the basis
of their performance. One study suggested that
MA plans selected average-quality hospitals, ex-
cluding both high- and low-quality hospitals.”’
Others have studied the star ratings of plans with
narrow versus wide networks without directly
examining the physicians in these networks.*

Because patients were not randomly assigned
to primary care physicians, our costliness mea-
sure is not the causal effect of these physicians’
practice style on costs. Our findings that patients
of the costliest quintile of primary care physi-
cians had higher mortality rates and higher
shares of Black patients suggest that costliness
was indeed partly a result of selective sorting of
patients to primary care physicians. However,
from the point of view of the MA plan, a primary
care physician is less costly either if they causally
decrease the costs of their patients or if they
manage to attract less costly patients to begin
with. Hence, selective contracting with primary
care physicians may also function as a mecha-
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nism through which plans can select more prof-
itable enrollees. Primary care physicians may
also be less costly to MA plans if they code
their patients more intensively than the average
primary care physician in their area, increasing
plans’ revenues without a similar increase in
costs. Our costliness measure essentially
summed up these three possible effects, all of
which influence the profits of MA insurers and
thus may affect selective contracting. Our results
were robust to estimating costliness using an
alternative model that controlled for a richer
set of patients’ characteristics. This could indi-
cate that the lion’s share of our costliness mea-
sure could be attributed to primary care physi-
cians’ causal effect on costs.

Our finding that narrow MA networks includ-
ed less costly primary care physicians is consis-
tent with prior evidence that plans with narrow
networks have lower premiums,?® they reduce
quantities of care and prices paid to providers,*
and they shift care from hospitals and specialists
to primary care.” Several studies have demon-
strated how excluding costly hospitals may allow
insurers to avoid unprofitable enrollees.**!
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EXHIBIT 4

Primary care physicians’ costliness and quality, by inclusion in Medicare Advantage (MA) networks and by
network-hospital referral region (network-HRR) breadth, 2019

Primary care physician quality versus mean of HRR (percentage points)

5
® Wide network-HRRs
4 @ Other network-HRRs

-5
-52,000 -51,500 -51,000 -5500 s0 5500 51,000 51,500 52,000

Primary care physician costliness versus mean of HRR

source Authors' analysis of data from the following sources. For primary care physicians’ MA network participation and network-HRR
breadth, we used 2019 data from Ideon. Primary care physicians’ HRR location was determined using December 2018 data from the
Centers for Medicare and Medicaid Services Care Compare Doctors and Clinicians file, 2019 IQVIA data, and 2019 Ideon data. Costli-
ness and quality measures were estimated using 2016-18 claims files for a 20 percent sample of traditional Medicare (TM) bene-
ficiaries. NoTEs The figure shows the mean costliness and quality of primary care physicians in 892 network-HRRs with above-average
MA enrollment (at least 3,700 enrollees). Network-excluded primary care physicians are treated as if they formed separate network-
HRRs (“TM-only HRRs"), with their cost and quality calculated at the HRR level. Narrow MA network-HRRs include at most 15% of the
primary care physicians in an HRR. Wide MA network-HRRs include at least 35% of the primary care physicians in an HRR. Network-
HRRs with mean costliness less than —$2,000 and greater than $2,000 were excluded. For network-HRRs, circle size represents the
relative number of MA enrollees using each network-HRR. For network-excluded primary care physicians, circle size represents the
relative number of TM beneficiaries in each HRR.

Conclusion

Our findings suggest that managed care tools,
particularly selective contracting with primary
care physicians, contribute to lower costs in
MA. This may create a trade-off for policy makers
shaping network adequacy regulations. The
more the rules require improved access, the
more likely they are to limit the scope of selective
contracting, potentially increasing costs for MA
insurers, limiting their ability to offer additional

benefits to enrollees. Although our results indi-
cate that selective contracting by primary care
physicians’ costliness is mainly related to these
physicians’ practice style, selective contracting
may also serve as a mechanism for patient selec-
tion by MA plans. When evaluating MA net-
works, regulators could scrutinize efforts by
MA plans to select healthier patients through
selective contracting with physicians. m
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