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IN THE MATTER OF CALIFORNIA PACIFIC MEDICAL GROUP, INC. DBA
BROWN AND TOLAND MEDICAL GROUP, A CORPORATION.

FT'C Docket No. 9306

COMMENTS OF CITIZENS FOR VOLUNTARY TRADE

Proposed Consent Order Announced February 9, 2004
Comments Filed Mazch 10, 2004

Pursuant to 16 CF.R. § 3.25(f) and the Federal Trade
Commission’s publication of a proposed consent agreement in the
above-captioned matter!, Citizens for Voluntary Trade, a Virginia
nonprofit corporation, files the following comments.

Relevant Facts

An independent practice association, or IPA, is a group of
physicians and other health care providers, including hospitals,
who contract with a managed care organization, such as a health
maintenance organization (HHMO) to provide services for mnanaged
care subscribers. Some IPAs share financial risk among its
physician members, while others do not.

In 1992 four San Francisco IPAs merged into a 692-member IPA
called California Pacific Medical Group (CPMG). By 1996, CPMG's
patient base included about 135,000 subscribers. In August 1996,
CPMG'’s members, all private practice physicians, merged with the
University of California at San Francisco Medical Group, who were
doctors employed by that university’s hospital. The new IPA,
called Brown & Toland Medical Group (BTMG), began operating in
1997 and included contracts with 14 HMOs representing about
178,000 subscribers. BTMG's network was composed of about equal
numbers of private-practice and UCSF physicians.

169 Fed. Reg. 7A485-7,485 (Feb. 17, 2004).
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The 1996 merger resulted in BTMG assurning control of UCSF's
management organizabon, which handled services such as bill
processing, filing reports, and paying member physicians their fees.
BIMG converted this management organization into a for-profit
entity in 1997, but this venture guickly ran into financial trouble.
BTMG had difficulty finaricing its for-profit organization, however,
and the JPA incurred a $.5 million loss in October 1998. UCSF
Stanford Health Care Center, the hospital employing BTMG's
members, reportedly covered their physicians for losses related to
this incident, an amount estimated at about $1 million. BTMG has
since reduced the scope of its management organization, and
BTMG claims it is no longer losing money. BTMG's reported 2002
revenue was $189 million. _

In recent years, California consurmers have left HMOs in favor
of other types of managed care organizations. Dr. Kevin Grumbach,
a UCSF professor and director of the Center for California Health
Workforce Studies, described the change in the managed care
climate in a December 2002 survey: “California led the nation's
charge into managed care. Our study of the state's physicians tells
us that California has now sounded the retreat . . . Private
physicians are starting to abandon HMOs, IPAs and managed care
networks” 2 One place physicians started going was preferred-

provide organizations, or PPOs.

BTMG offered a tradional HMO product, but when those
revenues began to decline in the late 1990s, the IPA began to offer a
PPO product as well. PPOs allow individual consurners to choose

from among multiple physicians within a network, while
physicians receive a discounted fee for each patient treated. Many
businesses that insure their employees prefer the PPO model
because it is subject to less regulatory requirements than HMOs,
and specific benefits can be added or dropped to control costs.

Because BTMG includes more than 1,500 providers, including
about 650 in its PPO network, the FIC opened a formal
Investigation in 2002 to determine whether or not the PPO network
complied with federal antitrust laws. After several months of
negotations, the FTC decided to file an administrative complaint
against BTMG in July 2003, charging the IPA with violating §5 of

2 “California Physicians are Dropping Out of Managed Care, According to UCSE
Researchers”. Available at

hitp:/ /www futurehealth ucsf edu/press_releases/CWIdroppingout html (December 2,
2002). ,






