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Primary careis essentiato the effectiveandefficient functioningof healthcaredelivery systemsyet
thereis animpendingcrisisin thefield duein partto a dysfunctionalpaymentsystem We presenta
fundamentallynew model ofpaymentfor primarycare,replacingencountetbasedmbursementvith
comprehensivpaymentfor comprehensiveare.Unlike formeriterationsof primary carecapitation
(which simply bundledinadequatdee-for-servicepayments)pur comprehensivpaymentmodel
representsiew investmentn adult primarycare,with substantialncreasesn paymentover current
levels. The comprehensivpayments directedto practicego include support forthe modernsystems
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andteamsessentiato the delivery of comprehensive;oordinatedcare.Incometo primary physicians
is increaseccommensuratevith the high level of responsibilityexpectedTo ensureoptimalallocation
of resourcegndtherewardingof desiredoutcomesthe comprehensivpayments needs/riskadjusted
and performancebased Our model establishea newsocialcontractwith the primary carecommunity,
substantiallyincreasingpaymentin returnfor achievingimportantsocietalhealthsystemgoals,
including improvedaccessibility,quality, safety,and efficiency. Attainmentof thesegoalsshouldhelp
offsetandjustify the costs ofthe investmentField testsof this and othernew modelsof paymentfor
primary careareurgentlyneeded.

Key words primary care- comprehensivpayment- capitation- resourcebasedrelativevaluescale
(RBRVS) - compensation

INTRODUCTION

Ironically, at the very time definitive dataare confirming primary careOsssentiatontributionsto
healthcare(i.e., healthstatusis improvedandcosts aregeduced),,2 adult primarycarein the United
Statesfinds itself on thébrink of crisis3 Practicingprimary carephysiciansaredemoralizedyetiring
early,andadvisingothersnot to go intothefield.3E Thepercentag®f recentU.S. medicalschool
graduatesndresidentglanning toenterprimary carepracticeis plummetingto levelsthat will leadto
centralfactor hasbeena successiomf dysfunctionalpaymentsystemshat discourag@roperdelivery
of primarycare3e»,/2,16B18,23E28 We proposea new paymentmodel forprimary carethat realigns
incentivesand makespossiblethe establishmenand operationof accountablemodernprimary care
practicescapableof providing the personalizedgoordinatedcomprehensiveareessentiato a well-
functioninghealthcaresystem.

FEATURES OF THE MODEL

A risk/needsadjustedcomprehensivpaymentwould bemadeto the primary carepracticefor the
comprehensiveareof eachpatient.lt would replaceall encountetbasedpaymentanadeto the
primary carephysicianunderthe resourcebasedrelative valuescale(RBRVS) system29 The payment
would bedirectedto coverall practiceexpensesindsalariegelatedto operatinga robust, modern
primary carepractice(Table1), onethat would qualifyasan OadvancethedicalhomeQor adults,a
practicestructurethat enablegfficient provisionof comprehensive;oordinatedpatientcentered
care30B32 Includedwould bemoniesfor essentiainfrastructuresand systemsmostimportantly,an
interoperableslectronichealthrecordwith decisionsupport33B37 Unlike primary carecapitation
systemswhich alsoprovidedan aggregateayment(Table2),38,39 our modelOsomprehensive
paymentwould represend netinvestmenin primary carepracticesnot just the actuariallydetermined
consolidationof inadequatdRBRVS visit paymentsastypically occurredundercapitation24,25,38,39
Total practicerevenuewould markedlyincreasecomparedo that undelRBRVS; overtwo-thirds
would bedesignatedor theteamsand systemsessentiato improving care(Tablel). Physician
paymentwould alsoincreasecommensurataith the responsibilityassumedaandvaluecreated
(Table3).
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Table 1 Sample allocation formula for comprehensive payment system for adult primary care practice*

IFormula for comprehensivepaymentfor adult primary care |

& 25%NPhysiciameimbursement250K beforebonusandfringe) PCPreimbursementall care) |

& 60%N Staff fringe, rent, office expensdassumesiring of multidisciplinary office teamcharged
with timely delivery of personalize&omprehensiveare):(600K)

| Nursepractitionerl00K |
| Nurse90K |
| .5 FTENutritionist 35K |
| .5 FTESocial worker35K |
| ReceptionisB0K |
| Medical assistan50K |
| Rent40K |
|
|
|
|
|
|
|

| Office expense§0K

| Insurance50K

| Physicianfringe 75D90K

& 10%NInformation technology/patiensafety/qualitymonitoring (100K)

| Purchase/lease/setopelectronichealthrecordand quality monitoring system35K
| Datamanagei65K

a 5%NPerformanc®onus,annualmeetingmutually establishedjoals(50k)

*Example assumes an average comprehensive payment of $500/yr/pt, an average panel size of 2,000 patients/full
time primary care physician and team, 30% fringe benefit unless otherwise specified, and gross revenue of $1.00
M/full time equivalent primary care physician and team. Other models possible (see Table 2).

Table 2 Comparison of Comprehensive Payment System with other Modes of Payment for Primary Care

Comprehensive FFS o FES+
: ... _||[Capitation ||monthly
primary care FFS|+ Capitation + P4P coordination
payment P4P fee
Mont_hly paymennnc;ludes + ol o+ + D
all primary careservices
Payment foiindividual D + + b D +
encounters
Primarycarepracticeat risk
for servicesdeliveredby b b | B |[+ (usually) + b
others
Measuremenbf performanc
(technicaland patient + b| + |b + b
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Obligateprobablyreporting + pl plp D D
of performance

Expecttotal costs ofcareto + bl b ll+ + +
decrease -
Incentiveto limit practice + pl plp D D
size

Incentiveto treatcomplex + pl plp D +
patients

FFS=fee for service
PFP =pay for performance

Table 3 Examples

of Possible Comprehensive Payments, Panel Sizes, and Allocations for Participating Adult

Primary Care Practices*

IPanel sizeand level of need/risk

2,000 lowbmedium 1,250 medium (above 1,500 lowbmedium
(average) average) (average)

Ave. risk-

gg’m“;if]ensive 500/yr 800/yr 500/yr

payment/patient

M ursement 250K 250K 200K
Total=1600K [Total=!600K [Total=1425K |
INursepractitionerl00K  [Nursepractitionerl00K 0.5 Nursepractitioner50K |
INurse90K [Nurse90K 0.5 Nurse45K |
.5 FTEnutritionist35K .5 FTEnutritionist35K  (Medical assistan60K |

Teamand .5 FTE Social worker35K (.5 FTE Social worker35K |[ReceptionisB60K |

office staff  ||ReceptionisBOK |ReceptionisBOK |Rent40K |

salaries IMedical assistanBOK  |[Medical assistan60K  ||Office expense§0K |
IRent40K |Rent40K (Insurance50K |
Office expense§0K |Office expense$§0K |Physicianfringe 65D80K |
lInsurance50K (Insurance50K | |
IPhysicianfringe 75D90K (Physicianfringe 75D90K | |
Total=100K [Total=1100K [Total=190K |
Information Information Information
technology/patient technology/patient technology/patient

Il safety/qualitymonitoring: ||safety/qualitymonitoring: ||safety/qualitymonitoring:
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;ggﬁ HC')T(‘)'”' ' ||Purchasel/lease/setop  ||Purchase/lease/setop  ||Purchase/lease/setop

gy electronichealthrecord |lelectronichealthrecord ||electronichealthrecord
and quality monitoring and quality monitoring and quality monitoring
system35K system35K system35K
IDatamanageB5K IDatamanageB5K .85 Datamanagei55K

Annual

physician

performance

bonusfor 50k 50k 35k

meeting

mutually

established

goals

*The authors are not proposing a specific formula but rather putting forth the principle that it is possible to design
many global compensation models that would provide adequate resources to ensure comprehensive, coordinated
care to patients.

To encourageyuality, safety,efficiency,andpatientcenteredcare,we proposethat asubstantial
proportionof the comprehensivpayment(e.g.,15D25%)e performance/outcomdsasedand paid as
a bonusfor achievingvaluedoutcomesDeterminationof the performancéconuswould require
consensugoalsanduseof validatedprocessand outcomemeasuregagreedupon by payerandthe
profession(e.g.,the StarterSetrecommendedhy theNational Committeeon Quality Assurance))

Both the comprehensivpaymentandthe performanceoalsfor the bonuswould needo berisk- and
needsadjustedso asnotto penalizepracticedor taking on thecareof high-risk or psychosocially
disadvantagegatients.The adjustmentsvould dependon validatedormulas,suchasthoseusing
principal diagnosesn determiningrisk for ambulatorycare! /B/4 andthosetaking intoaccount
behaviors psychosociafactors,andsocialenvironmento estimateneed<5 Theseformulaswould also
allow for objectiveaudit toensureaccuracyof the paymentadjustmentinddiscourageabuse.The
expectednanifold differencesin actuariallydeterminedcareburdenswvould bereflectedin
correspondinglhyscaledpaymentsyariationmight be 10-fold or morebetweenrthe highestandlowest
risk/needscategories.

Payment would benademonthly to help smoothcashflow andenablepatientsto convenientlychange
primary carepracticesA monthly paymentschedulevould alsounderscorghe shift from piecework
reimbursemento 24/7 physicianpracticeresponsibilityfor patients Patientcopaymentdor primary
careservicescould remain,but alsomight switchfrom pervisit paymentgo an actuariallydetermined
costsharingcomponenbf the comprehensivpaymentpaid aspartof theinsurancgpremium.

The paymentreform proposedequiresconcurrenfracticetransformation(i.e., establishmenof the
OadvancerhedicalhomeOlo achievethe necessargavings andmprovementsn care.Participationin
the comprehensivpaymentsystemwould bedependenbn demonstrationf the requisitestructural
and organizationathangesOrganizationsuchas The National Committeefor Quality Assuranceare
developingstandard&nd measuresor office practicegs that mightbe usedto determineeligibility for
the comprehensivpayment.Participatingpracticesvould beexpectedo agreeto periodicaudit of
standardsuchasthese.
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Payment fohospitaland specialistservicesand ancillariessuchasmedications|aboratorytests,and
imaging studieswould remainthe responsibilityof payersandnot the practicequnlike manyprior
iterationsof primary carecapitation,which placedprimary carepracticesat unacceptablénancial
risk.23E27 Minimizing under andoverutilizationof suchservicescanbe achievedoy 1) incorporating
evidencebasedguidelinesfor bestpracticesnto the practiceOdecisionsupport systems3E36 and2)
by factoringinto the pay-for-performancéonuscalculationthe attainmenof consensugoalsfor cost
effectivenessefficiency, healthoutcomesand patientcenteredcare.Savingswould bestimulatedby
encouragingoestpracticesandachievemenof validatedcostefficiency standardsbut not by putting
the practiceat immediatefinancialrisk for orderingspecifictestson aparticularpatientor for the
expenditure®f otherphysiciansandproviders.

An adjustmento the comprehensiv@aymentmight needto be consideredvhensomeor all of the
responsibilityfor comprehensiveareis transferredo a specialistasmight occurin end stagerenal
diseaseor cancerUndersuchcircumstanceghe specialistmight sharein or receivethe entire
payment.Physicianswith a specialtywho wish to providecomprehensiverimary carecould
participatein the newmodel iftheir practiceameetadvancednedicalhomestandardsSuch
participatingspecialistsvho alsoperformuniqueprocedurabr otherserviceshat makea referral
unnecessarynight be paid an additionalreducedee-for-servicepaymentunderselected
circumstancesSimilarly, primary carephysiciansmight be eligible for fee-for-servicereimbursements
for someservicesypically performedby specialistge.g.,skin biopsy).

As alludedto earlier,installationand operationof an interoperableslectronichealthrecord(EHR)
would bean essentiafequiremenfor practicesdesiringto participatein the comprehensivpayment
system giventhe EHROsentralrole in transformingprimary carepractice0,33837 andin facilitating
auditingof careandoutcomesThe costs ofinstallationand operationof sucha systemare considered
a legitimateandimportantcomponenof the comprehensivpayment(Tablel).

TESTING AND IMPLEMENTING THE MODEL

Pilot studiesconductedn a variety of practicesettingsandinvolving a wide spectrumof patientswill
be neededo validatethe proposednodel. Thesénvestigationswill requirethe collaborativeefforts of
the physiciancommunity,payers purchasersand patients and shouldutilize anindependentesearch
groupfor datacollection,monitoring,andanalysisof clinical andeconomicoutcomesMedicare,as
the largestpayerandthe onewhoseRBRVS systemhasbeenemulatedoy mostotherpayersshould
taketheleadand,ideally, collaboratewith otherlargepayersto permita truetestof the newpayment
model.

Demonstratiorstudieswill needto addrespanelsize,casemix, andlevelsof staffing,factorswhich
affectthe amount oftime availableandrequiredfor patientcareactivities(whetheroffice visits, phone
calls, recordreview, or teammeetings) key determinant®f patientand professionakatisfactior2/,47
A rangeof panelsizes,casesnixes,paymentlevels,andstaffinglevelsarepossible(seeTable3). No
singleformulais likely to suffice for all settingsand populationsput the common denominatoreeds
to be adequate@esourcedo support acomprehensiverimary careeffort.

Therewill be formidableresearchlesignissuesgspeciallyfor controlledtrials. Thefirst studiesmight
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simply testfeasibility. Thesewould providebasicobservationatlatacomparingfinancialand patient
outcomesre and postchangen reimbursemerdnd relatingthoseoutcomedo the variouspractice
modelsand patternschosenby participatingohysicians.

Assumingthat pilotstudiesof the model showpromise the subsequenthallengewill be
implementationMost primary carepracticesdo nothavethe necessaryeamsor systemsn place;new
monieswill be neededo establish them. Thgroposedcomprehensivpaymentmakesavailablethe
financial resourcesor Otoolingup.OThoseprimary carepracticesunsureof beingableto makethe
transitiondirectly to the comprehensivpaymentsystemmight prefermoreevolutionarysteps (see
below).

STRENGTHS, WEAKNESSES, AND IMPLICATIONS

This paymentreform proposalrepresentsin attemptto realigncompensationvith the primary care
mission,providing comprehensivpaymentfor comprehensiveare.lt freespracticesrom the growing
inadequacyirrationality, andadministrativeburdensf the existingRBRVS basedpayment
system;,23,28,498 1 uncoupling primarycarecompensatiofrom that of proceduralistseliminating
the zero sumbudgeting gameand overcomingthe constraintof a paymentsystemfavoring
procedurebasedcare.The model makepossiblenewpaymentrulesbettertailoredto the primary care
missionandmoreenablingof practicetransformationlt hasthe potentialto establish anewsocial
contract,correctingchronicunderpaymenin returnfor accountabilityand achievingimportanthealth
outcomeslt acknowledges explicit financialtermsthe valueprimary carecancreatewhenproperly
organizedanddelivered,an obviouslyimportantfactorin attractingnew physiciango thefield and
stimulating practicéransformation.

Proposinga comprehensiveaggregatgayments likely to evokememaoriesof primary carecapitation
with its pejorativeconnotationshowever,thereareimportantdifferencegTable2), which leadusto
avoid usingthe term Ocapitation® describeour system The mostimportantdifferencesare
risk/needsadjustmentpayingfor performancedo guardagainstunderserviceandbudgeting sufficient
moniesto support teamandinfrastructuresThesefeaturesareessentiato avoiding thewithholding of
necessarygareandthe shunningof complexpatientsthat toooftenoccurredunderthe capitation
initiatives of the pastdecade25£27 In the newmodel, thegatekeepingf capitationis replacedoby
coordinationandadvocacy Financialrisk is bornepredominanthyby payerswho havetherequisite
actuarialandcapitalresourcesNonethelesspracticesemainfinancially accountablehavingto work
within a global budgetadhereo professionaktandard®f careandreferral,and eliminatewasteand
inefficiency.

This model hassomesimilaritiesandimportantdifferenceswith salariedmodels(Table2). Like
salariedmodels,thereis no incentiveto inflate the volume offaceto-facevisits, but salariedmodels
often havelackedthe elementof a socialcontractbetweerthe personabphysicianandthe patient,
supportedn our model by apatientcontributionto theretainer.In salariedenvironmentsphysicians
tendto considerthe organizatiorashavingthe principalaccountabilityto the patient;this hasbeen
reflectedin lower patienttrust of the individual physicians2£»4

Risk adjustments a key elementof our paymentmodel, bothfor determiningthe sizeof the aggregate
monthly paymentandfor settingpay-for-performancegoals.Thefirst operationamodelsof risk/needs
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adjustmenireferredto asOcasenix adjustments@ere diagnosisbasedandvalidatedfor ambulatory
caress5 Becauseprimary careconsistdargely of ambulatoryservicesyisk adjustmenbasedon
diagnosess likely to be a reasonablapproacho predictingthe subsequenheedfor primary care
services Furtheriterationsof risk adjustmenby diagnosishavebeenoperationafor modifying
paymentsat the healthplanlevel56 and,if modifiedfor applicationto the practicelevel, they should
facilitate matchingpaymentto careburden.Existingmodelsbasedon diagnoses/E 9 would seena
good fit for the paymentsystemwe haveoutlined.As notedearlier,a validatedrisk-adjustment
frameworkthatincorporateghe full spectrumof importantrisk determinantancludingthose
accountingfor patientbehaviorgs will be needed.

In a costconscioussociety,it is unlikely that thenew paymentmodel will be adoptedwidely if it is
viewedasa give-awayto primary carephysicians/practice€onverselyprimary carephysiciansare
likely to rejectthemodel ifit appeardo be yet anotherattemptto usethem agyatekeeperer insurance
companiesOur model triesto avoid both pitfalls by assigningnostof thefinancial/actuariafisk to
insurerswhile recognizingthe responsibilityof primary carepracticeso be financially and clinically
accountable.

To putthefinancialchallengeposedby themodel inperspectiveit is usefulto considerthe changesn
total healthspendinghat mightresultfrom implementatiorof our paymentsystemandthe savings that
would beneededo offsetthem. Physiciaservicescurrentlyconstituteapproximately25% of all
nationalspendingor personahealthservicespf that amount, dependiran thedemographicef the
populationserveda quarterto a third constitutegpaymentfor primary careservices(0. Thus, only6b
8% of total spendingor personahealthservicescurrentlyrepresentpaymentdo primary care
physicianslf we proposea modestcomprehensivpaymentschedulge.g.,an averageof $500 per
patientperyear;seeTablel), it would immediatelyncreasedotal spendingoy 2D3%necessitating
3%+ reductionin theremaining88b90%of personahealthcarespendingo offsettheincrease.

Currentestimate®f wastefulspendingareashigh as30% of total expenditureg./ Studiesof
electronicmedicalrecordsystemswith decisiorsupport capacityan essentiafeatureof our
payment/practiceeform model) havedemonstratedubstantiakavings fronreductionsn medical
errors,pharmacycosts, adversérug eventsunnecessaryadiologyandlaboratoryutilization, and
avoidablehospitaladmissionsi3E36 Additional costsavings incareof thefrail elderlyareareasonable
expectatiorfrom improvementsn coordinationof care;0B32 particularlyamongthe 30% of Medicare
beneficiariesvho have4 or morechronicconditionsandaccountfor almost80% of annualprogram
spending?2 Evenif our transformedorimary carepracticeseventuallyachieveonly a smallfraction of
the potentialsavings, that amoushouldoffsetthe 2D3%projectedincreasean costs. Determining
financialimpactis a critical reasorto testthe model inpilot study.

In the short run,budgetneutralityis unlikely and shouldnot be expectedbecauseipfrontinvestments
in practicereorganizatiorand systemswill taketime to generatehe expectedsavings. Nonetheleste
comprehensivpaymentmodel shoulgrovidereadily apparenearly benefits:First andforemost,
patients(especiallythe elderly andthe complexlyill) shouldnoticeimprovedaccesso caremade
possibleby improvementsn staffing, schedulingandinfrastructure(unlike conciergepracticeswhich
rely heavily on reducingpanelsizeto improveacces$.3,64 With teampracticefreeingup theprimary
physicianto performmorethoroughpatientevaluationsthereshouldbe less resortingo otherwise
unnecessartestsandreferrals.Otherearly benefitsshouldincludethosementionedearlierassociated
with implementatiorof the electronichealthrecord3 5837 Rapidimprovementn careis possible as
suggestedy resultsn thefirst yearof implementingan ambitiouspay-for-performancdonus
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Administrativeburdenhasbeena major criticism of the RBRVS system28,498 / Implementatiorof
our model would eliminatelaimsbilling andreceivingaswell asthe onerousdocumentatiorand
codingrequirementassociatedvith RBRVS, supplantinghesepurely administrativeactivitieswith
moreclinically relevantassessmentd practiceoperationspatientpanelsandclinical outcomesBy
insistingon anelectronicadministrative/clinicainfrastructurefor practiceparticipationin this payment
reform, the model makegpossibleautomateduditsthat shouldoe less disruptivand lower in costthan
the administrativedemand®f RBRVS. Despitethe expectedesseningdf administrativeburden the
benefitswill not be realizeduntil an electronichealthrecordhasbeeninstalled,which canbe daunting
for a smallprimary carepractice,necessitatingarefultransitionplanning andudgeting foithe
changeover.

Thereis potentialfor abuseswvith this model, includingmisallocationof the comprehensivepayment,
gaming ofthe risk/needsadjustmenprocessand Odumping®f careonto specialistsTheserequire
built-in countermeasureSiphoningoff paymentgdargetedor teamsalariesandinformation
infrastructureto enrichphysicianpay canbe avoidedby developingdisbursemenguidelinege.g.,
Tablesl and3) andmeasuresyhich canbe auditedperiodically.Useof validatedobjectivemeasures
of risk andneed(e.qg.,principaldiagnosesejectionfraction, creatinineclearancepatternsof care
utilization), andindependenttandomauditsof the practiceOslectronichealthrecorddatabasehould
minimize chance®f manipulatingthe risk-adjustmeniprocessDumpingcanbe reducedby mandating
sharingor outrighttransferof the comprehensiv@aymentwhenthe specialistassumesnostof the
responsibilityfor careand by profiling thereferral patternsof physiciansmaking paymenadjustments
whereoverreferralaareoccurring.A paymenthat isadequatelyisk-adjusteds in itself a powerful
disincentiveto inappropriateransferof patientsto a specialistUnderutilizationof referralsshouldbe
discouragedy theclinical outcomesandpatientexperiencecomponent®f our bonuspayment
determination.

An unintendedconsequencef this modelOsnplementatiormight be practicedownsizing.Practices
that grewexcessivelyargeto meetexpensesinderfee for servicemight be temptedto OrightsizeO
their panelsto improve careand qualify for performancdonusegseeTable?). If widely adoptedthis
could paradoxicallyreduceaccesdgor some4 andtriggeratemporaryshortageof primary care
physicians Alternatively, the expandegrimary careteammadepossibleby our model providesa
meansof devoting morattentionto patientswithout the needto downsize(which canbe painful for
both patientsand physicians)Moreover,by eliminatingthe disincentiveto carefor the complexlyill
andneedy,we arelikely to improveaccessor thosewho needit most. With incomeindependenof
visit volume, smartlelivery strategiege.g.,teamcare,interoperablanedicalrecords,email access,
group visits, web-basedpatienteducation)canbe implementedo reducendividual physicianandteam
workloads,leavingmoretime for high-valuefaceto-face encountersevenhomevisits. Any shortage
of primary carephysicianghat resultgrom initial implementatiorof our model shoulde shortiived,
asmedicalschoolgraduatesreattractedo thefield by thepromiseof a financially secure,
professionallysatisfyingcareerand practiceenvironment.

Debateoverimplementatiorstrategiewill be vigorous. Thepotentialfor practiceand system
disruptionsfrom paymentreformcausesometo arguefor incrementabpproachesuchasincreasing
the valuationof RBRVS evaluationand managementodesor addinga supplementatasemanagement
paymentfor careof high-risk patients28,48 However,recentexperiencenith capitationshowedhat if
fee-for-service(e.g.,undera modified form of RBRVS) continuesthenevena comprehensive
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paymentfor somepatientsin a predominantlyfee-for-serviceenvironmenmay not alter behavior;
practicescontinueto rewardOproductivity@asdefinedby numberof patientsseenand procedures
performed)atherthandevelopotherperformanceneasuresstns Adding payfor-performancdo fee-
for-servicemight help counterthis behavior but comprehensiveay for comprehensivearehasthe
potentialto be a morestraightforwardand effectiveapproacho achievingthe desiredoutcomes.
Comparativestudiesare needed.

Primarycarein the United Statesstands at crossroadsWe believetaking theroadto recovery
requiresfundamentateform.lt is urgentthat newmodelsof paymentand practicebe developed,
tested,andimplemented.

Potential Financial Conflicts of Interest Nonedisclosed.
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