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EXECUTIVE SUMMARY

Patient-Centered Payment for Care of Chronic Conditions

The Need to Improve Payment for
Care of Chronic Conditions

The majority of adults in the United States have a chron-
ic condition such as arthritis, asthma, chronic obstruc-
tive pulmonary disease (COPD), diabetes, heart disease,
or kidney disease, and many children also have chronic
conditions. Healthcare spending is much higher for pa-
tients who have chronic diseases, but a significant por-
tion of that spending pays for unnecessary services, un-
necessarily-expensive services, and treatment of compli-
cations that result from inadequate care.

Although many chronic conditions can be managed ef-
fectively by a primary care practice if the practice is paid
adequately to do so, some patients will need support
from a specialist for diagnosis, development of a care
plan, and/or treatment and care management. This is
particularly true for patients who have difficult-to-
diagnose symptoms and severe, complex, or uncommon
conditions.

In order for all patients to receive the most effective
care, specialists who diagnose and treat chronic condi-
tions need to receive adequate and appropriate pay-
ments for their services. However, standard fee-for-
service payment systems fail to pay adequately for all of
the services that patients need. Current value-based
payment systems (such as performance-based pay-
ments, shared savings programs, and population-based
payment) fail to correct the problems with fee-for-service
payments, and they can financially penalize physician
practices and other providers that serve complex and
high-need patients.

Patient-Centered Payment for
Care of Chronic Conditions

In a patient-centered payment system:

® A patient with a chronic condition should be able to
receive the services that will best address their specif-
ic needs.

® A patient with a chronic condition should be assured
of receiving appropriate, evidence-based care.

® The payment amounts should be adequate to cover
the cost of delivering services in a high-quality manner
to patients with chronic conditions.

® A patient with a chronic condition should be able to
select which physician practice or provider will deliver
care for the condition based on the quality and cost of
the services they will receive.

Although every chronic condition is different, the care
patients need for most chronic conditions can be divided
into four distinct phases, each of which has a significant
impact on the outcomes patients experience and the
cost of the care they receive:

(1) Diagnosis,

(2) Care planning,

(3) Initial treatment, and

(4) Continued care for the condition.

Some patients will be able to receive adequate services
in each phase from their primary care practice. Other
patients will need services from a specialty care provider
in one, some, or all of the phases. The only way to en-
sure that each patient can get appropriate specialty ser-
vices for their specific needs, and the only way to ensure
that each specialist is paid appropriately for the services
they provide, is to create separate payments specifically
designed to support each phase of care.

Patient-Centered Payment for Care of Chronic Conditions
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A. Categories of Payment

1. Payment for Diagnosis

Adequate time and sufficient expertise are required to
collect the information about the patient that is needed
for accurate diagnosis, while avoiding unnecessary test-
ing and misdiagnosis. Although there are thousands of
different billing codes and associated fees that are used
to pay physicians for performing specific procedures and
tests, there are no billing codes or fees specifically de-
signed to pay a physician to determine the cause of a
patient’s symptoms or to determine whether a patient
has a specific chronic disease. In a patient-centered
approach to payment, a specialist should receive a
Diagnosis Payment that is specifically designed to sup-
port an accurate evaluation of the patient’s symptoms,
regardless of how many visits the patient makes with the
physician.

If a patient has a combination of symptoms and other
characteristics that require more time to evaluate cor-
rectly, the amount of the Diagnosis Payment will have to
be higher so the physician making the diagnostic deter-
mination can allocate adequate time. The Diagnosis
Payment should be stratified into three different levels
based on the complexity of decision-making as deter-
mined by the number of potential diagnoses, the amount
and complexity of diagnostic data to be analyzed, and
the patient’s comorbidities:

e Low Complexity Diagnosis Payment
® Moderate Complexity Diagnosis Payment
e High Complexity Diagnosis Payment

Many unnecessary referrals from primary care practices
to specialists could be avoided if the primary care physi-
cian could receive assistance from a specialist in making
a diagnosis and/or determining whether a referral is
appropriate. A Diagnostic Assistance Payment should
also be created to enable the specialist to provide this
assistance.

2. Payment for Care Planning

There are typically multiple approaches to treating and
managing a chronic condition. The choices and the
tradeoffs evolve continuously as new therapies are cre-
ated and as new evidence emerges about the relative
effects of treatments. The expertise of a specialist will
often be needed to identify the best alternatives, to edu-
cate the patient about the choices, and to assist the pa-
tient in deciding which to pursue.

The physician who prepares the care plan may be differ-
ent from the physician who diagnoses the condition and/
or the physician who will actually manage the patient’s
care on an ongoing basis. In a patient-centered pay-
ment system, a Care Planning Payment is needed that is
specifically designed to support this phase of care. More
time will be needed to carry out an effective care plan-
ning process for some patients than others, so the Care
Planning Payment should be stratified into three differ-
ent levels based on the complexity of the planning, and
an additional payment should be available for complex
patients who require an extensive amount of time to

understand and select an approach to treatment and
care that will work for them:

e Low Complexity Care Planning Payment
® Moderate Complexity Care Planning Payment
e High Complexity Care Planning Payment

e Payment for Additional Time Required by Patient in
Care Planning

As in the case of diagnosis, rather than referring the pa-
tient to a specialist for the full care planning process, a
primary care physician may be able to prepare an appro-
priate care plan if they receive assistance from a special-
ist. A Care Planning Assistance Payment should be creat-
ed to enable the specialist to provide this assistance.

3. Payment for Condition Management

Development of a care plan will trigger the beginning of
what will often be a lifetime of activities needed to man-
age the chronic disease, including both treatments and
lifestyle changes designed to reduce the severity of symp-
toms caused by the chronic condition, to prevent exacer-
bations of the condition and associated complications,
and ideally to slow the progression of the disease.

The most appropriate way to pay for these services is
through a monthly Condition Management Payment for
each patient that gives the physician practice flexibility to
assist each patient in the way that will be most effective
and efficient for that patient. A monthly payment also
encourages preventing exacerbations and avoiding treat-
ment complications, since the fewer problems the patient
has, the less time the practice will need to spend ad-
dressing such problems. The monthly payment would
only be for chronic condition management, not for any
specific drugs, procedures, or tests the patient needs as
part of their care plan; these other services should be
paid for through service-specific fees.

Patients should have the ability to choose which physi-
cian practice will help them in managing their chronic
condition. Some patients will want or need their primary
care practice to do this. Other patients will want or need
to have a specialist practice do so, even if they continue
to receive wellness care and occasional acute care from
the primary care practice. In a patient-centered payment
system, the patient should explicitly enroll to receive ser-
vices from the physician practice the patient wants to
provide their care, and then that practice would bill for
and receive the monthly payments.

The Condition Management Payments will need to be
higher for those patients who will require more time from
the physician practice that is providing condition manage-
ment services:

e A higher Initial Condition Management Payment should
be paid during at least the first month of care in order
to support the additional time needed to provide edu-
cation and assistance to the patient in implementing
the care plan and to make any revisions to the care
plan based on: (1) whether the patient experiences any
problems in implementing the care plan, and (2)
whether the care succeeds in improving the patient’s
health.

Il Patient-Centered Payment for Care of Chronic Conditions
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e After the initial treatment period, higher monthly
Condition Management Payments should be paid for
the following types of patients because of the addi-
tional time a physician practice will need to spend on
their care:

+ Condition Management Payment for a Complex
Patient, i.e., a patient who has a combination of
health conditions or other characteristics (often
referred to as “social determinants of health”) that
make the patient more susceptible to serious exac-
erbations or complications.

+ Condition Management Payment for Complex
Treatment, i.e., a patient who needs to receive
medications that can have dangerous side effects,
multiple treatments that must be carefully
sequenced or timed, or treatments that are difficult
to use correctly.

4. Payment for Administration of Medications

Although most patients with a chronic disease will use
oral medications to treat the condition, some patients
will need to have their medications injected or infused by
a physician or a nurse. The physician practice has to
purchase an inventory of the drugs it expects to be using,
and Medicare and health insurance plans pay the prac-
tice for the drugs after they are administered to individu-
al patients. The “ASP+x%” methodology payers typically
use to pay for the drugs can result in significant financial
losses for physician practices, and this can make it diffi-
cult for the practices to provide patients with the most
appropriate medications.

The ASP+x% methodology should be replaced with a new
Practice-Administered Drug Cost (PADC) Payment that
has three components:

(1) Payment for Drug Acquisition Cost;
(2) Payment for Wastage/Breakage Losses; and
(3) Monthly Payment for Costs of Pharmacy Operations.

B. Accountability for Quality and
Utilization of Services

Payments that are designed specifically to support the
types of care patients need are necessary but not suffi-
cient to assure that a patient will receive appropriate and
high-quality care. A patient-centered payment system
also needs effective mechanisms for ensuring that each
patient receives the most appropriate services for their
specific condition, that the patient does not receive inap-
propriate or unnecessary services, and that services are
delivered in the most effective way possible.

1. Delivery of Evidence-Based Services

The best way to ensure that each patient receives appro-
priate services is for the physician practice receiving a
Diagnosis Payment, Care Planning Payment, or Condition
Management Payment to deliver services (or develop a
plan for services) consistent with an evidence-based
Clinical Practice Guideline (CPG) or a Clinical Pathway
that is appropriate for the patient’s condition and char-
acteristics. A Clinical Practice Guideline assembles all of
the available evidence regarding how to diagnose and
manage the chronic condition, with consideration for the

tradeoffs between accuracy, safety, and cost of various
approaches. A “Clinical Pathway” is a set of guidelines
that recommend the use of a specific approach when the
evidence is unclear or where multiple options have equiv-
alent benefit but different costs. CPGs and Pathways
must be free of influence by commercial firms.

Under Patient-Centered Payment for Care of Chronic Con-
ditions, use of an evidence-based Clinical Practice Guide-
line or Pathway would be required in order for the physi-
cian to bill and be paid for services:

e |f the physician practice bills a payer or patient for a
Diagnosis Payment or a Care Planning Payment, the
physician would need to attest that they had utilized
an appropriate Clinical Practice Guideline or Pathway
in determining the diagnosis or developing the care
plan. The physician could deviate from the guidelines
if necessary for patient-specific reasons, but the prac-
tice would only submit the bill if the reasons for devia-
tion are documented in the patient’s clinical record.

e |f the physician practice bills for a Care Planning Pay-
ment, it would also attest that it had engaged in a
shared decision-making process with the patient
(unless there were documented reasons as to why this
was not feasible) and that it had prepared a written
care plan and provided a copy to the patient.

e |f the physician practice bills a payer or patient for a
Condition Management Payment, the physician would
need to attest that (1) the practice had delivered or
ordered all evidence-based services defined in an ap-
propriate Clinical Practice Guideline or Pathway to the
patient during the month, and (2) the practice had not
delivered or ordered any services that are not recom-
mended by the Guidelines or Pathway. The physician
could deviate from the guidelines if necessary for pa-
tient-specific reasons, but the practice would only sub-
mit the bill if the physician attests that the deviation
was necessary and the reasons for deviation are docu-
mented in the patient’s clinical record.

2. Monitoring Patient Health

In addition to delivering evidence-based services to the
patient, a physician practice that is delivering condition
management services should proactively monitor the
patient’s condition to identify any problems the patient is
experiencing and to assess the outcomes of the services
delivered. In order for a physician practice to bill and be
paid for Condition Management Payments, the practice
would need to attest that it uses a Standardized Assess-
ment, Information, and Networking Technology (SAINT)
to help it monitor the patient’s chronic conditions. A
SAINT (such as www.HowsYourHealth.org) provides a
systematic way for a patient to provide the physician
practice with actionable information about any physical
and/or emotional problems the patient is having and
whether the services the practice is providing to the pa-
tient are addressing the issues that are of most concern
to the patient.

3. Outcome-Based Payment

Finally, a physician practice should not receive a Condi-
tion Management Payment during any month in which
the patient has to be hospitalized for an exacerbation or
complication of their chronic condition. This would not

\ CHQPR
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Payment Systems

Standard
Fee-for-Service Payment

Fee-for-Service Payment

Quality Assurance Under
Current Payment Systems and Patient-Centered Payment

Current QUALITY OF CARE

Services Delivered Follow
Clinical Practice Guidelines
(or deviate for patient-specific
reasons documented in the
clinical record)

SAINT Used to
Monitor Patient Health

Patient is Not Hospitalized
for Chronic Disease Problems

Services Fail to Follow
SRl T Clinical Practice Guidelines
Without Justification

Standard Patient Health is E No Payment for |
Fee-for-Service Payment Not Assessed Regularly ! Condition Management E
Standard Patient is Hospitalized for . No Payment for Ongoing :
Fee-for-Service Payment Chronic Disease Problems ' Condition Management |

Patient-Centered
Payment

Patient-Centered Payment
for Chronic Condition Care

apply to the Initial Condition Management Payments,
since a patient could have disease exacerbations requir-
ing hospitalization until the physician practice is able to
find a treatment and care plan that will work effectively
for the patient.

C. Adequacy of Payment

The third essential characteristic of a patient-centered
payment system is that the payment amounts are ade-
quate to cover the cost of delivering services in a high-
quality manner. No matter what method is used to pay
for diagnosis, care planning, or treatment, if the payment
amount is not sufficient to cover the time and cost in-
volved in delivering high-quality care, the patient may fail
to receive an accurate diagnosis, may receive unneces-
sary or unnecessarily-expensive services, or may experi-
ence avoidable problems. Consequently, the payment
amounts should be based on what it costs to deliver
high-quality care, not based on the fees paid in the past,
the amount of savings that has been produced, or an
arbitrary percentage of total spending.

In each phase of care, the Patient-Centered Payment
should be higher for patients with greater needs. The
higher payments would support the additional time that
the physician practice would need to spend with these
patients. In addition, the Diagnosis Payments and Initial
Condition Management Payments would be much higher
than the monthly Condition Management Payments, re-
flecting the significant amount of time needed to com-
plete these phases with an accurate diagnosis and an
effective care plan.

The attached table shows the amounts of payment that
are estimated to be adequate to support high-quality
care of chronic conditions in both small and large physi-
cian practices. These amounts would be paid instead of
current fees for Evaluation & Management Services (E/
M) office visits, Principal Care Management, and Chronic
Care Management.

D. Patient Access and Choice

A patient with a chronic condition should be able to se-
lect which physician practice or provider will deliver the
best care for their condition based on the quality and
cost of the services they will receive. Payer-defined nar-
row networks and cost-sharing requirements (i.e.,
co-payments, co-insurance, and deductibles) that pre-
vent this need to be eliminated in order to have a truly
patient-centered payment system.

1. Cost-Sharing for Diagnosis Payments

In order to ensure a patient can receive diagnostic ser-
vices from the physician(s) best able to diagnose their
symptoms accurately and safely, patient cost-sharing for
Diagnosis Payments should meet the following criteria:

® The cost-sharing should be lower for an initial evalua-
tion of symptoms by a primary care physician rather
than a specialist.

® There should be no cost-sharing for a diagnostic assis-
tance payment to a specialist who assists the primary
care physician in making a diagnosis or determining
whether a specialist referral should be made.

v Patient-Centered Payment for Care of Chronic Conditions
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® There should be no cost-sharing for a visit to a special-
ist if the patient has visited a primary care physician
(or a different specialist) who was unable to make a
diagnosis.

® There should be low cost-sharing for a visit with a spe-
cialist if a primary care physician has made a diagno-
sis but the patient wants a second opinion.

® The cost-sharing amounts should be higher for subse-
quent specialist evaluations of the same symptoms
after a diagnosis has already been made by one spe-
cialist.

® The dollar amount of cost-sharing for the patient
should be the same regardless of the level of Diagno-
sis Payment paid to the specialist.

2. Cost Sharing for Care Planning Payments

A patient who has been newly diagnosed with a chronic
condition should have a physician practice with appropri-
ate expertise develop an evidence-based care plan for
that condition. Requiring a patient to pay cost-sharing
for this service could discourage them from obtaining
such a care plan and result in them receiving inadequate
or inappropriate treatment for their condition. Conse-
quently, once the patient has been diagnosed with a
chronic condition, there should be no cost-sharing re-
quired for the development of a care plan by either their
primary care practice or a specialist practice.

3. Cost Sharing for
Condition Management Payments

There should be no co-payments or co-insurance for the
monthly Condition Management Payments, nor should
they be subject to a deductible. The goal of these ser-
vices is to prevent chronic condition exacerbations from
occurring, and since the savings to the health insurance
plan from not having to pay for hospital treatment of
exacerbations will likely exceed the cost of the monthly
condition management services, it would be undesirable
to create cost barriers that could discourage patients
from enrolling to receive these services.

\ CHQPR
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Costs and Benefits of
Patient-Centered Payment

Spending on the services delivered by physician practic-
es would likely increase under Patient-Centered Payment
for Care of Chronic Conditions, particularly for patients
who have complex conditions and who face social barri-
ers in maintaining and improving their health, since cur-
rent payments do a particularly poor job of supporting
the services they need. However, the reductions in avoid-
able spending that will occur when patients receive more
accurate diagnoses, evidence-based treatment, and bet-
ter prevention and management of exacerbations and
complications of treatment have the potential to offset
these increases and reduce total spending for payers.

The fact that a reduction in total spending is likely does
not mean that a physician practice’s eligibility to receive
Patient-Centered Payment should be contingent on a
decrease in total spending occurring. Payment models
that make payments explicitly or implicitly contingent on
whether there is a reduction in total healthcare spend-
ing, such as shared savings programs, can create per-
verse incentives to undertreat patients in ways that pro-
duce short-term savings but result in higher spending in
the long run.

Better care for patients with chronic conditions can also
have a beneficial impact on worker productivity. Higher
worker productivity has a direct economic benefit for
employers that can offset higher amounts spent to sup-
port high-quality chronic condition care for their employ-
ees and families.

Implementing
Patient-Centered Payment

Patient-Centered Payment for Care of Chronic Conditions
can be easily operationalized for patients with insurance
by creating new billing codes for each of the new pay-
ments, as shown in the attached table. Ideally, these
codes should be part of the standard set of CPT (Current
Procedural Terminology) codes that describe the ser-
vices physicians deliver. Adequate payment amounts
then have to be assigned to each of these CPT codes.

In order to ensure that every person who has a chronic
condition has the ability to receive high-quality care for
that condition regardless of what type of insurance they
have, every payer - every commercial insurance plan,
every Medicare Advantage plan, every Medicaid Man-
aged Care Organization, every state Medicaid agency,
and Original (fee-for-service) Medicare - will need to
make all of the payments under Patient-Centered Pay-
ment for Care of Chronic Conditions available to any phy-
sician practice providing services to the patients insured
by that payer so that all patients with a chronic condition
have the opportunity to receive high-quality care.

Current Payment Systems

Avoidable
Hospitalizations
for Disease
Exacerbations

Unnecessaty &
Unnecessarily-Expensive
Tests & Treatments

Treatments for
Wrong Diagnosis

Fee-for-Service
Payments to
Physician Practices for
Chronic Condition
Care

Impact of Patient-Centered Payment on Healthcare Spending

No Payment or
Inadequate Payment
for Key Services

Patient-Centered Payment

Lower
Unnecessary &
Avoidable Spending

by Other Providers

Patient-Centered
Paymentto
Physician Practices for
Chronic Condition
Care
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Payment Categories and Estimated Payment Amounts in
Patient-Centered Payment for Care of Chronic Conditions

Estimated
Type of Billing Frequency of Accountability Amount of
Service Code Payment Category Payment for Quality Payment
XX040 |Diagnosis Assistance $37
Follow
_ ) XX041 |Low Complexity Diagnosis evidence-based $146
Diagnosis Once per patient | guidelines for
XX042 | Moderate Complexity Diagnosis diagnosis and $218
testing
XX043 | High Complexity Diagnosis $291
XX050 | Care Planning Assistance $37
Use
XX051 |Low Complexity Care Planning evidence-based $75
Once per patient | ,igelines for
Care XX052 | Moderate Complexity Care Planning f;reatment $145
Plannin
g XX053 | High Complexity Care Planning and $214
management
Each extra to design the
XX054 |Additional Care Planning Time 30 minutes of care plan $31
clinical staff time
Monthly for
XX030 |Initial Condition Management Y Follow $206
Chronic 1-3 months evidence-based
Condition . guidelines for
Treatment XX031 Condition Ma nagemgnt Monthly treatment and $40
and (Non-Complex Condition and Treatment) (except months management and
Management i i ;
g X032 Condition Management for when_ pa_tlent IS mo.nltor $94
Complex Chronic Condition hospitalized ) patient needs
Initial Condition Management Monthly for
Chronic XX034 (with Complex Treatment) 1-3 months Follow $290
Condition evidence-based
Treatment Condition Management guidelines for
and XX035 (with Complex Treatment) Monthly treatment and $94
Management (except months | management and
(Complex Condition Management for when patient is monitor
Treatment) XX036 | Complex Chronic Condition hospitalized ) patient needs $133
(with Complex Treatment)
IXXXO Eractlce‘;/?cd|I:n|:|)rl1r |ste;red DrLth :%st I:ayment - Follow evidence- g(c:th:lsmon cost
ayment for Drug Acquisition Los When drug is based guidelines ug
ini for choosi
. Practice-Administered Drug Cost Payment - administered or C. oo_smg ~1% of drug
Injected or JXXX1 medications N
Infused Payment for Wastage/Breakage Losses acquisition cost
Medications
Meet standards Based on
Practice-Administered Drug Cost Payment - for operation of
. harmac
XX060 Payment for Pharmacy Operations Costs Monthly specialty P . y
operation cost
pharmacy
Test or When procedure zﬁyggpéfased
Other Varies |Standard CPT code for procedure or test or test is rocedur
Procedure performed procedure
or test
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The Importance of Effective
o Chronic Condition Care

The majority of adults in the United States have a chron-
ic condition such as arthritis, asthma, chronic obstruc-
tive pulmonary disease (COPD), diabetes, heart disease,
or kidney disease, and more than one-fourth have two or
more chronic conditions.1 In addition, more than one-
sixth of children under age 18 have a chronic health
condition.2

On average, healthcare spending is six times as high for
patients who have chronic conditions as for those who
don’t.3 Although most of that spending pays for treat-
ment and management of the chronic conditions, a sig-
nificant portion is used for treatment of the complica-
tions that arise from inadequate care.4

In addition, undiagnosed and poorly managed chronic
conditions reduce the productivity of working-age adults;
for many chronic conditions, the cost of lost productivity
for the workers and their employers exceeds the amount
spent on healthcare services.5

Many chronic conditions can be managed effectively by
a primary care practice if the practice has adequate time
and staff to do so, but current payment systems do not
support this. Patient-Centered Primary Care Payment is
needed to give primary care practices sufficient re-
sources and flexibility to provide appropriate, effective
care for many patients with chronic conditions.®

However, some patients will need support from a spe-
cialist in addition to a primary care practice for one or
more aspects of their care:

e Diagnosis. In some cases, it is difficult to determine
whether a patient has a chronic disease without spe-
cialized training and experience. Many patients are
misdiagnosed, particularly those with less common
conditions and conditions with symptoms similar to
other diseases.” An inaccurate diagnosis can lead to
unnecessary or harmful treatment for a non-existent
condition and/or failure to properly treat a chronic
condition that does exist. In addition, many patients
receive unnecessary tests and/or unnecessarily ex-
pensive tests to rule out unlikely diagnoses.8 In some
cases, these tests can lead to false positive results
that contribute to inaccurate diagnoses and unneces-
sary treatments.

® Treatment Planning. There are generally multiple ap-
proaches to treating a diagnosed condition. In some
cases, the safest and most effective treatment will
depend on the exact nature of the patient’s condition
and on any other health conditions the patient has
and the medications they are taking for other condi-
tions. In some cases, there are tradeoffs between
effectiveness, safety, side effects, and cost among
different treatment options, and patients will need
information and assistance in determining which op-
tion is best for them. As new therapies are developed,
and as new evidence is developed about the effective-
ness and safety of different therapies, patients will
need to have the most current information in order to
make the best choice. Because primary care physi-
cians treat a wide range of different conditions, it is
difficult for them to stay current on treatment options
and tradeoffs, particularly for less common conditions.

e Care for Severe, Complex, and Uncommon Conditions.
Patients who have severe conditions, uncommon con-
ditions, multiple chronic conditions, and patients for
whom standard treatments are not effective or have
problematic side effects may need specialized exper-
tise or services that a primary care practice cannot
provide. In addition, some patients whose chronic
condition is being effectively managed by a primary
care practice may need to temporarily receive treat-
ment and management services from a specialist,
such as when the patient experiences an acute condi-
tion that complicates management of the chronic con-
dition until the acute condition is resolved.

Consequently, in order for all patients to receive the
most effective care, it is not enough to pay adequately
for primary care. Specialists who diagnose and treat
chronic conditions also need to receive adequate and
appropriate payments for their services.

Patient-Centered Payment for Care of Chronic Conditions
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The Problems With
. Current Payment Systems

A. Problems With
Fee-for-Service Payment

Current fee-for-service payment systems make it difficult
for specialists as well as primary care practices to pro-
vide all of the services needed by patients with chronic
conditions:

¢ Inadequate time for accurate diagnosis and success-
ful treatment planning. The amounts Medicare and
health insurance plans pay for office visits are often
not large enough to allow a specialist to spend the
time necessary to accurately diagnose complex symp-
toms and to work with the patient to develop a treat-
ment plan that is appropriate and feasible for that
patient. As a result, patients can be misdiagnosed or
fail to receive an accurate diagnosis in a timely fash-
ion, and patients can receive unnecessarily expensive
treatments or a treatment plan they are unable to
follow.

e Lack of payment or inadequate payment for high-
value services. There is often no payment at all for
many of the high-value services specialty practices
should deliver to help patients with chronic condi-
tions, such as phone calls to monitor a patient’s con-
dition in order to respond quickly when problems
arise, education from nurses or other practice staff
about how to successfully manage their condition,
and palliative care services for a patient with an ad-
vanced illness. Even when fees for these services are
available, not all patients who need them are eligible,
and/or the fee amounts are lower than the cost of
delivering the services appropriately. As a result, pa-
tients with severe and complex chronic conditions
may have emergency department visits, hospitaliza-
tions, and hospital readmissions that could have been
avoided if the physician practice had been able to
deliver more proactive care.

In addition, current fee-for-service payment systems do
not assure that patients will receive appropriate, high-
quality services even when payments are available for
those services:

® No assurance of the appropriateness or quality of the
services delivered to each patient. Under fee-for-
service payment, physicians and other providers are
paid for delivering a service to a patient even if the
service was unnecessary, and the fee is the same
regardless of the quality of the service provided.

® Financial penalties for successful treatment. Special-
ists who treat patients with chronic conditions are
typically paid based on the number of times the pa-
tient comes to the physician’s office and the number
of treatments the physician practice provides. As a
result, the specialty practice is penalized financially if
it helps the patient avoid exacerbations or slow the
progression of their condition.

B. Problems With
Value-Based Payments

The value-based payment programs created by Medicare
and most health insurance plans have done little to sup-
port higher-quality specialty care for patients with chron-
ic conditions because they do not correct the problems
in the current fee-for-service payment system. Moreover,
because they focus primarily on reducing spending, not
on improving the quality of care, and because they do
not adjust measures of spending or quality for differ-
ences in patient needs, they can make it more difficult
for the patients who most need specialty care to receive
it.

1. Problems with
Pay-for-Performance Programs

In the Medicare program and some health insurance
plans, specialists who diagnose and treat chronic condi-
tions may receive higher or lower payments based on
their performance on measures of quality, utilization,
and/or spending. This approach is problematic for a
number of reasons.

® There are no changes in fees for services. Typical pay-
for-performance systems do not provide any new or
different payments for services that are not adequate-
ly supported by existing fees. The bonus payments
available are generally too small to offset the loss of
fee revenues that physician practices experience
when patients need fewer office visits or treatments,
and the bonuses may not even cover the additional
administrative costs practices incur to submit data
needed to document good performance. As a result,
they do not enable specialists to deliver care in differ-
ent ways that would result in better outcomes or lower
costs.

® There are no reliable measures of quality for many
types of chronic conditions. There are no measures
available for many of the less common conditions
treated by specialists. Even where a measure does
exist, it may not provide a reliable assessment of qual-
ity when a physician only has a small number of pa-
tients with that specific condition. As a result, special-
ty practices are rewarded or penalized based primarily
or solely on how they treat the subset of their patients
who have commonly-occurring conditions.

e Quality measures for common chronic conditions are
not designed for the types of patients seen by special-
ists. The quality and utilization measures typically
used to assess performance for specialists are the
same as the measures used for primary care practic-
es. They are based on averages for all patients with
the chronic condition, not the subset of patients with
complex and difficult-to-manage forms of the condi-
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tion whose care generally needs to be managed by
specialists. These patients are more likely to require
additional services and expensive treatments and less
likely to achieve good outcomes. As a result, special-
ists can be penalized for focusing on the subset of
patients with a chronic condition who most need their
services or for providing customized treatment based
on individual patient needs. This can make it difficult
for patients with more complex conditions to obtain
the care they need.®

There is no assurance of high-quality care for individu-
al patients. Even if there are measures of quality that
are appropriate for the kinds of patients a specialist
sees, the specialist will still be paid for delivering an
inappropriate or low-quality service to an individual
patient, regardless of how the specialist performs on
the quality measures.

The payments discourage collaborative approaches to
improving care. In many pay-for-performance pro-
grams, such as Medicare’'s Merit-Based Incentive Pay-
ment System (MIPS), a physician can only receive a
bonus payment for good performance if other physi-
cians have been penalized for poor performance. This
discourages collaborative efforts to improve care, be-
cause if a high-performing physician practice helps
other practices to improve, the high-performer could
receive a smaller bonus.

2. Problems with

Bundled/Episode Payment Programs

for the majority of patients who have chronic conditions,
and they have not solved the problems in current fee-for-
service payments for the patients who are included:

e Patients are only eligible if they are hospitalized. Only
a small percentage of patients with chronic conditions
such as asthma, COPD, and heart failure are hospital-
ized during the course of the year, but these are the
only patients that have been eligible to participate in
BPCl and BPCI-A. One of the key goals of effective
chronic condition management is to help patients
avoid exacerbations that require hospitalization, but
BPCI and BPCI-A only have the potential to support
that goal after a hospitalization has already occurred.

e Patients can only participate for a short period of
time. Even though a patient with a chronic condition
needs treatment and support throughout the year,
BPCI-A is focused only on care delivered during the 90
days following a hospital discharge. If the patient is
hospitalized after 90 days for a problem that could
have been prevented by high-quality care, there is no
penalty for the physician or hospital that was manag-
ing the patient’s care.

® There are no payments to support new or improved
services. Although these are described as “bundled”
payment programs, the participating providers do not
actually receive a single, bundled payment that gives
them the flexibility to deliver different types of ser-
vices to the patients. Each provider is still paid indi-
vidually for each service, they are paid only for the
services that are covered under the standard fee-for-
service payment system, and they are paid the usual
amounts for each of those services.

Two bundled payment demonstration programs have
been implemented in Medicare that included patients
with specific types of chronic diseases, including pa-
tients with asthma, chronic obstructive pulmonary dis-
ease (COPD), diabetes, and heart failure:

® |n 2013, the Center for Medicare and Medicaid Inno-

Bonus payments may not offset additional costs or
losses incurred by providers. The hospital or physi-
cian group participating in the program can receive an
additional payment if Medicare determines that a
minimum amount of savings has been achieved in the

vation (CMMI) implemented the Bundled Payments for
Care Improvement (BPCl) demonstration program.10 [t
was designed to reduce spending during an episode
of care that started with a hospital admission and
ended 90 days after discharge. If spending during an
episode was lower than a “target price” established by
CMMI, the physician group or hospital that delivered
the patient’s hospital care was eligible to receive a
bonus payment, and if spending was higher, the pro-
vider would have to pay a penalty. Although the ma-
jority of the patients in the program had hip or knee
surgery or were hospitalized for a serious acute condi-
tion, there were also a large number of patients in-
cluded who were hospitalized for an exacerbation of
asthma, COPD, or heart failure.

The BPCI program was replaced in 2018 with the Bun-
dled Payments for Care Improvement - Advanced
program (BPCI-A), which defines episodes similarly to
BPCI, but uses a different methodology for determin-
ing bonuses and penalties.1! Although there were a
number of changes in the types of patients and proce-
dures that were eligible to participate, patients hospi-
talized for asthma, COPD, or heart failure continued to
be eligible.

Because of the way they were designed, these bundled
payment programs have done nothing to improve care

eligible episodes, but the only way to generate savings
is to reduce the number of fee-based services the
patient receives during the hospitalization or the 90-
day period following discharge. Even if there are suffi-
cient savings to qualify for a bonus payment, Medi-
care will not release that bonus until many months
after any services were delivered. The amount of the
bonus is proportional to the savings for Medicare, so
it may not be sufficient to cover the costs of new ser-
vices the providers delivered to the patients or to off-
set any losses they incurred as a result of delivering
fewer fee-based services.

® There is no assurance that patients will receive high-
quality care. Hospitals, physicians, and post-acute
care providers that deliver services to a patient during
the episode are paid for those services regardless of
the quality of the individual services or the overall
outcomes of the care during the episode. If a provid-
er's average performance on a group of quality
measures is poor for all of the patients, the provider
will receive a smaller bonus payment when spending
decreases (or pay a larger penalty if spending has
increased), but the provider will still be paid the same
amount for an individual service no matter how poor
the quality of that service was.

Patient-Centered Payment for Care of Chronic Conditions
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® Providers can be rewarded for withholding needed
care. If patients receive fewer services than they
need, the reduction in spending would be considered
“savings” and the provider could receive a bonus pay-
ment. The reduction in services may not affect out-
comes until after the episode ends, and even if the
reduction in services does have a negative effect on
quality measures, the provider could still receive a
bonus payment.

e The physicians who are providing ongoing care for the
patients’ chronic condition may not receive any addi-
tional resources. If there are savings sufficient to
qualify for a bonus payment, that bonus will go to the
hospital or the physician group that has taken finan-
cial responsibility for the hospital episodes. The physi-
cians who care for the patients in the community may
be different from the physicians who care for the pa-
tients in the hospital, and there is no requirement that
a portion of any bonus payment goes to the communi-
ty physicians, even if they provided additional services
after the patient’s discharge that helped produce the
savings (e.g., by helping patients avoid hospital read-
missions or expensive post-acute care).

3. Problems with
Accountable Care Organizations and
Population-Based Payments

Aside from pay-for-performance programs, the only
value-based payment program that has been available
to many specialty care providers has been joining an
Accountable Care Organization (ACO).

An ACO is an organizational structure, not a payment
system. As ACOs were originally conceived, they were
expected to involve all of the physicians, including both
primary care physicians and specialists, who were
providing all or most of the services for a group of pa-
tients. By forming an ACO, it was believed that the physi-
cians would have greater ability to coordinate their ser-
vices and deliver patient care more efficiently and effec-
tively.

Although it is very desirable for patients to receive more
coordinated care, it does little good to coordinate the
services delivered by multiple providers if the individual
providers cannot deliver high-quality care because of
barriers in the payment system.12 Consequently, an ACO
will have only limited benefit for patients if it is not ac-
companied by a better approach to paying individual
physicians and other providers for their services.

Two basic approaches have been used (or proposed) for
paying ACOs: (1) shared savings and shared risk, and (2)
“population-based payment” (global capitation). Neither
of these approaches directly solves the problems in cur-
rent fee-for-service payments and both can result in low-
er-quality care for higher-need patients.

a. Problems with Shared Savings and Shared Risk

Under the shared savings and shared risk approaches to
payment:

® There are no payments to support new or improved
services. Providers are still paid only for the services
that are covered under the standard fee-for-service
payment system and they are paid the usual amounts
for each of those services. If Medicare or a health
insurance plan determines that the total spending on
the patients who are assigned or attributed to the
ACO is lower than the payer projects spending would
have been in the absence of the ACO, the ACO can
receive a bonus payment based on a fraction of the
estimated savings. If there is also “downside risk,”
the ACO has to pay a penalty if spending is higher
than expected.

® Specialty care providers may not receive shared sav-
ings even if they reduce spending on their patients. If
a specialist changes the delivery of care for their pa-
tients in a way that reduces total spending on those
patients, that amount of savings alone will generally
not be sufficient for the ACO to receive a shared sav-
ings payment unless other providers in the ACO have
also been able to produce savings. Even if the ACO
has produced enough savings in total to qualify for a
shared savings payment, there is no assurance that
any portion of that payment will go to the specialists
who helped produce the savings, or that the amount
they receive will cover any costs or offset any losses
they incurred.

e The ACO providers can be rewarded for withholding
services that patients need. Under a shared savings
payment model, if a physician in an ACO does not or-
der a test, procedure, or medication for a patient, or if
a primary care physician does not refer a patientto a
specialist for evaluation, that is considered “savings”
regardless of whether the patient needed the service
or not. The small number of simple quality measures
used in shared savings and shared risk models do
nothing to protect against most potential types of un-
dertreatment.

e The ACO providers can be rewarded for overdiagnosis.
“Savings” are calculated by comparing actual spend-
ing to an expected level of spending, and the ex-
pected level is calculated based on the risk scores
assigned to the patients. As a result, the ACO is more
likely to achieve savings if the risk scores assigned to
its patients are higher. Since the risk scores are
based on how many chronic conditions the patients
have been diagnosed with, regardless of how effec-
tively the ACO providers treat those diseases, the ACO
is rewarded financially when it assigns additional
chronic disease diagnoses to a patient. Conversely,
the ACO could be penalized if a patient sees a special-
ist who determines they do not have a chronic condi-
tion, because the payments for the specialist’s ser-
vices will increase total spending and the absence of
the chronic condition diagnosis will reduce the level of
expected spending.

e The ACO providers can be penalized for providing ser-

vices to higher-need patients. Patients who have
more severe chronic conditions and/or characteristics
that require customized treatments will generally
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need more services and more expensive services, and
the risk adjustment systems used in shared savings
models do not accurately estimate how much higher
spending will be for these patients. As a result, alt-
hough an ACO with more high-need patients will have
higher actual spending, its expected spending level
may not increase by the same amount, and this will
reduce the likelihood of receiving a shared savings
bonus and increase the chances that the ACO will be
financially penalized.

b. Problems with Population-Based Payment and
Global Capitation

An alternative approach to paying an ACO is “population-
based payment” or “global capitation.” Under this sys-
tem, the ACO receives a fixed amount of money each
month for each patient who is assigned to the ACO, and
the ACO is then responsible for delivering or paying for
all of the services the patient needs, using only the reve-
nues from those monthly payments. Some large physi-
cian practices, independent practice associations, and
health systems are paid this way by HMO insurance
plans, and CMS has created a demonstration program
called “Direct Contracting” in which entities similar to
ACOs called Direct Contracting Entities (DCEs) can re-
ceive capitation payments instead of fees for some or all
of the services delivered by the providers in the DCE.13
Under this approach:

® Specialty care providers generally still receive only
standard fee-for-service payments. Although the capi-
tation payment theoretically gives the ACO or DCE the
flexibility to pay the physicians, hospitals, and other
providers in different ways, in most capitated arrange-
ments the specialists continue to receive standard fee
-for-service payments because no alternative ap-
proach to paying for their specific services has been
developed.

® Patients can receive less care than they need. The
ACO/DCE receives a capitation payment for a patient
assigned to the ACO/DCE regardless of whether that
patient receives the services they need. Capitation
payments are the same regardless of how many ser-
vices are delivered or what types of services are deliv-
ered, but the ACO/DCE incurs higher costs when pa-
tients receive more services. As a result, even if the
total payments are sufficient to support all of the ser-
vices needed by the patients assigned to the ACO/
DCE, the ACO/DCE will make higher profits if fewer
services are delivered. The small number of simple
quality measures used in population-based payment
models do nothing to protect against most potential
types of undertreatment.

e The ACO/DCE providers can be penalized for accept-
ing higher-need patients. In traditional capitation sys-
tems, the payment for each patient was the same
regardless of their needs. In most population-based
payments, the capitation payments are “risk-
adjusted” so the amounts are higher for patients with
chronic conditions. However, the risk adjustment sys-
tems that are typically used do not adjust payments
for the severity of the patients’ chronic conditions, for
patients who develop new chronic conditions or acute
conditions, or for non-medical characteristics of the
patients. As a result, the ACO/DCE can be penalized
if it agrees to deliver care to many types of higher-
need patients.

Patient-Centered Payment for Care of Chronic Conditions
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”l Patient-Centered Payment for
" Care of Chronic Conditions

A. Goals of Patient-Centered Payment

A method of paying for care of chronic conditions is
needed that will solve the problems of current payment
systems without reducing access to care for the patients
who have greater needs. In a patient-centered payment
system for care of chronic conditions:

® A patient with a chronic condition should be able to
receive the services that will best address their specif-
ic needs. In order for patients to receive the highest-
value care, the many gaps in payment under current
payment systems have to be filled.

e A patient with a chronic condition should be assured
of receiving appropriate, evidence-based care. In or-
der to be paid for diagnosis, treatment, or care man-
agement of a chronic condition, the physician practice
or other healthcare provider should deliver evidence-
based care to the patient unless there is no relevant
evidence to guide care decisions or there are good
reasons to deviate from what evidence-based guide-
lines recommend.

e The payment amounts should be adequate to cover
the cost of delivering services in a high-quality man-
ner to patients with chronic conditions. The payment
amounts should be based on what it costs to deliver
high-quality care, not based on the fees paid in the
past, the amount of savings that has been produced,
or an arbitrary percentage of total spending.

e A patient with a chronic condition should be able to
select which physician practice or provider will deliver
care for the condition based on the quality and cost of
the services they will receive. There should not be
any barriers, such as high cost-sharing amounts, prior
authorization requirements, or narrow networks, that
prevent patients from receiving the most appropriate
services from the physicians and other providers best
able to help them.

B. The Phases of
Chronic Condition Care

Although every chronic condition is different, the care
patients need for most chronic conditions can be divid-
ed into four distinct phases, each of which has a signifi-
cant impact on the outcomes patients experience and

the cost of the care they receive:

1. Diagnosis. The first phase is determining whether
the patient has a chronic condition and which spe-
cific condition they have. Different health prob-
lems have similar symptoms, and there is not al-
ways a diagnostic test that can definitively deter-
mine whether a patient has a specific chronic con-
dition. In some cases, initial treatment may need
to begin before a diagnosis is finalized because a
definitive diagnosis can only be determined based
on the effectiveness of treatment. Adequate time
and sufficient expertise are required to collect the
information about the patient needed for accurate
diagnosis, while avoiding unnecessary testing and
misdiagnosis.

2. Care Planning. If a patient is diagnosed with a par-

ticular condition, there are typically multiple ap-
proaches to treating and managing the condition.
The effectiveness and side effects of treatments
can differ for different patients, and patients differ
both in their preferences about the trade-off be-
tween effectiveness and side effects and in their
ability to afford and utilize specific approaches to
treatment. Patients with more advanced condi-
tions will need palliative care services in addition to
or instead of treatment. The choices and the
tradeoffs will evolve continuously as new therapies
are created and as new evidence emerges about
the relative effects of treatments. The physician
and other staff on the patient’s care team need
adequate time to identify the best alternatives
based on the most current evidence, and they
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need adequate time to educate the patient about
the choices and assist them in deciding which to
pursue. Adequate time and expertise in this phase
are needed to avoid ineffective, harmful, and un-
necessarily expensive services for the patient.

Initial Treatment. When treatment first begins, pa-
tients will need adequate education and support to
enable them to understand and follow the care
plan correctly. Some patients may experience un-
expected side effects or challenges in using the
treatments, or the treatments may not work as well
as expected, and adjustments or changes to treat-
ment will be needed to address these problems.
Failure to proactively address these issues can
cause avoidable complications for the patient or
prompt an unnecessary change to a more expen-
sive or dangerous form of treatment.

Continued Care for the Condition. Once the most
effective treatment approach is determined, the
patient’s condition needs to be proactively moni-
tored so that additional assistance can be provided
or adjustments to treatment can be made when
needed. In some cases, the most effective treat-
ment available will only be partially effective in con-
trolling the patient’s symptoms, and these patients
will need more intensive monitoring and additional
assistance in preventing and managing exacerba-
tions of their condition. Failure to do this can result
in avoidable complications and worse outcomes for
the patient.

Patients may need to repeat one or more of these phas-
es if their condition progresses, if their individual needs
change, if new therapies are developed, or if new evi-
dence emerges about the relative effectiveness of differ-
ent approaches to treatment.

Some patients will be able to receive adequate services
in each phase from their primary care practice. Other
patients will need services from a specialist in one,
some, or all of the phases.14 The only way to ensure that
each patient can get appropriate specialty services for
their specific needs, and the only way to ensure that
each specialist is paid appropriately for the services they
provide, is to create separate payments specifically de-
signed to support each phase of care.

C. Payment for Diagnosis

1. Method of Payment

a. Problems with the Current Approach

There are thousands of different billing codes and asso-
ciated fees that are used to pay physicians for perform-
ing specific procedures and tests. However, there are
no billing codes or fees specifically designed to pay a
physician to determine the cause of a patient’s symp-
toms or to determine whether a patient has a specific
chronic disease. In most cases, the work involved in
determining a diagnosis is paid for using a generic set of
fees for “Evaluation and Management Services (E/M)”
that are triggered by a visit between the patient and the
physician.

Because the same E/M codes and fees are used to pay
for visits with physicians for many different reasons, in-
cluding visits for treatment planning and monitoring of
already-diagnosed symptoms as well as for diagnosis of
new symptoms, there is no assurance that a payment to
a specialist for one of these codes will result in a deter-
mination as to whether a patient has a particular dis-
ease or not. There is also no limit on the number of vis-
its for which the physician could be paid before that de-
termination is made. In contrast, for procedures and
tests, the physician can only bill and be paid if the proce-
dure or test is actually performed, and there is only one
payment for an individual procedure or test.

The E/M payment will be higher if the “medical decision-
making” involved is more complex or if the physician
spends more time on the patient’s case, including time
spent outside of the face-to-face visit with the patient.
However, the same amount is paid regardless of wheth-
er extra time is needed because of the complexity of the
patient’s symptoms or because the physician lacks ex-
pertise in making the diagnosis:

® A specialist with extensive experience in diagnosing a
particular type of condition may be able to determine
very quickly whether a patient does or does not have
that condition. However, the reason the specialist
does not have to spend a large amount of time diag-
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nosing the patient may be due to the extensive time
the specialist has previously spent outside of patient
visits developing and maintaining the necessary ex-
pertise. In these cases, paying solely based on the
amount of time the physician spends with each indi-
vidual patient would not provide adequate support for
the physician’s work, or it would force the physician to
spend more time with a patient than is really needed
merely to justify an adequate payment.15

® Conversely, a physician with little or no experience in
diagnosing a condition, particularly an uncommon
condition, may have to spend a considerable amount
of time on an individual patient’s case, both during
the patient’s visit and before and/or after the visit, in
order to make a diagnosis. Moreover, if that physician
orders unnecessary tests because of uncertainty
about how to evaluate the patient’s symptoms, the
cost to the patient and payer will be higher than nec-
essary.

b. A Patient-Centered Approach to
Diagnosis Payment

In a patient-centered approach to payment, a physician
should receive a Diagnosis Payment that is specifically
designed to support an accurate evaluation of the pa-
tient’s symptoms, regardless of how many visits the pa-
tient made with the physician.

Ideally, the Diagnosis Payment would be contingent on
the specialist determining the cause of the patient’s
symptoms. However, that is not always possible:

® Some symptoms can be caused by two very different
types of diseases or conditions, and one specialist
who sees the patient may only have the tools or exper-
tise to evaluate a subset of those potential causes.
Determining that a patient does not have one of those
possible diseases is a high-value service, since it ena-
bles the patient to avoid receiving an unnecessary
and potentially harmful treatment for the wrong dis-
ease, even though there may not yet be a determina-
tion of what the cause actually is or what treatment is
needed. Knowing that a specific condition is not pre-
sent can also reduce anxiety for the patient and avoid
the need for actions such as a quarantine.

® |n some cases, there may not be enough information
available even for the most expert physician to accu-
rately determine whether a patient has a particular
condition or not. For example, if a patient is not cur-
rently experiencing the symptoms that prompted the
evaluation, it may only be feasible to diagnose the
cause when the symptoms recur. For some condi-
tions, there are no tests available to verify the pres-
ence of the condition, or the tests are dangerous or
prohibitively expensive, and the only feasible way to
verify a diagnosis is to see if the treatment is effec-
tive.

Consequently, a Diagnosis Payment should be paid as
long as the physician makes one of the following three
determinations:

1. The patient has a specific chronic condition that is
causing all or part of the patient’s symptoms.

2. The patient does not have any of the chronic condi-
tions evaluated. If there is a group of chronic con-
ditions that produce the kinds of symptoms the
patient is experiencing and the physician has ex-
pertise in evaluating those conditions, the determi-
nation should include an assessment of all of those
conditions, not just one. Determining that a patient
does not have the conditions evaluated does not
mean that the patient has no disease or other
health problem at all, so an evaluation by a differ-
ent specialist may also be necessary to determine
a diagnosis.

3. Adetermination cannot be made at the current
time as to whether the patient has a particular
chronic condition or not. If it is not possible to
make a determination at the current time about the
presence or absence of one or more conditions, the
physician would document this and also specify
what additional actions or information are needed
to make a definitive determination.

The physician would only bill for a Diagnosis Payment
when one of these diagnostic determinations has been
completed and documented for a patient. If a patient
with the symptoms being evaluated typically requires
two or more visits to determine whether or not they have
the condition (e.g., to order one or more diagnostic tests
and then evaluate the results), there would be one Diag-
nosis Payment that reflects the total expected time for
those visits, instead of separate fees paid for each visit.
Similarly, if the determination can be made appropriately
through a telehealth visit or solely through evaluation of
test results without a physical examination, the Diagno-
sis Payment should be paid even if there was no in-
person visit with the patient.

c. Stratifying Payments Based on
Patient Complexity

If a patient has a combination of symptoms and other
characteristics that require more time to evaluate cor-
rectly, the amount of the Diagnosis Payment will have to
be higher so the physician making the diagnostic deter-
mination can allocate adequate time. However, the jus-
tification for higher payment should be that the complex-
ity of the symptoms and the patient’s other characteris-
tics requires that more time be spent in order to make
an accurate diagnosis, not simply that the individual
making the diagnosis takes longer to do so or decides to
see the patient multiple times. This ensures that spe-
cialists are not penalized financially for evaluating more
complex patients, and that specialists are not penalized
for diagnosing complex patients quickly when they have
the expertise and experience to do so.

The level of complexity in establishing a diagnosis is al-
ready being determined by physicians as part of the pro-
cess of assigning an Evaluation and Management Ser-
vices (E/M) code to a patient visit. One of four different
E/M code levels is assigned to a visit with a new patient
based on either (1) the amount of time spent or (2) the
“level of medical decision-making” involved in the visit.
Three criteria are used to determine the level of medical
decision-making in establishing a diagnosis:
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e the number of possible diagnoses that must be con-
sidered;

® the amount and/or complexity of medical records,
diagnostic tests, and/or other information that must
be obtained, reviewed, and analyzed; and

® the risk of significant complications, morbidity, and/or
mortality, as well as comorbidities, associated with
the patient’s presenting problem(s) and the diagnostic
procedure(s).

The four different levels of payment are chosen based
on the highest magnitudes assigned to two of these
three criteria, as shown in Figure 3:16

These same categories of complexity can be used to
stratify the Diagnosis Payments. Since it seems unlikely
that patients in the straightforward decision-making cat-
egory would require evaluation by a specialist, the three
higher categories of complexity (low, moderate, and
high) could be used to define three levels of Diagnosis
Payment:

e Low Complexity Diagnosis Payment
® Moderate Complexity Diagnosis Payment
e High Complexity Diagnosis Payment

In the current fee-for-service system, each physician as-
signs a level of complexity to each patient visit after the
visit is made. However, from the patient’s and payer’s
perspective, the Diagnosis Payments would neither be
predictable nor comparable if two specialists can assign
different levels of complexity and charge two different
amounts for two patients with the same symptoms and
comorbidities, or if the same physician could charge two
different amounts for two similar patients even though
the amount of work should be same.

In order to establish predictable and comparable pay-
ments, each medical specialty society could define the
combinations of symptoms and other patient character-
istics (e.g., age, comorbidities, and social challenges)
typically seen by physicians in that specialty that would
make a patient appropriate for each of the three com-
plexity categories. This should be feasible for many
chronic diseases, particularly the common chronic dis-
eases. When a physician diagnoses an individual pa-
tient, they would assign that patient to the appropriate
Diagnosis Payment Level based on their symptoms and
other characteristics. Not only would this make the pay-
ment amounts more predictable and consistent for pa-

tients, it would also be less burdensome for the physi-
cian than evaluating every patient based on the three
generic criteria for complexity and documenting the re-
sults. For a patient with uniqgue symptoms and other
characteristics that were not included in the standard
definitions, the physician could use the general complex-
ity criteria to assign the patient to an appropriate catego-
ry and document the reasons for doing so.

As part of this process, a minimum standard could also
be established for the types or combinations of symp-
toms that would potentially indicate the presence of one
of the diseases or health problems that a particular spe-
cialist normally evaluates. If a patient does not have
these symptoms, then it would be a waste of the special-
ist’s and patient’s time to evaluate the patient for those
diseases and it would be a waste of the patient’s and
payer’s money to pay for that evaluation, so the Diagno-
sis Payment should only be paid for patients who have
those symptoms.

d. Payment for Assistance to
Primary Care Physicians

It does not make sense for a primary care practice to
refer a patient to a specialist if the patient does not have
symptoms that could result from a disease or health
condition in that specialist’s area of expertise. It also
does not make sense to refer patients whose symptoms
could be easily and accurately diagnosed by the primary
care physician. Seeing these patients is not only a poor
use of the specialist’s time, but it makes it more difficult
for complex patients who do need to see the specialist
to get an appointment in a timely fashion.

Many of these unnecessary and inappropriate referrals
occur today because primary care practices are not paid
adequately to enable them to spend the time necessary
to determine a diagnosis or to determine which special-
ist(s) should see the patient. The appropriate solution to
this is to implement a Patient-Centered Primary Care
Payment system that pays the primary care practice ade-
quately to make these determinations.1”

However, in some cases, unnecessary or inappropriate
referrals are made because the primary care physician
does not have adequate knowledge or confidence to
make the diagnosis themself or to determine whether
the symptoms are appropriate for a referral.18 In these
cases, the primary care physician needs education or
assistance from a specialist about how to evaluate cer-

FIGURE 3

Classification of Medical Decision-Making Complexity
for Current Evaluation and Management Services Payments

Two of the Following Three Criteria:
Level of Medical Number of Amount and/or Complexity Comorbidities and
Decision-Making Potential Diagnoses of Data Reviewed Complications
Straightforward Minimal Minimal or None Minimal
Low Complexity Limited Limited Low
Moderate Complexity Multiple Moderate Moderate
High Complexity Extensive Extensive High
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tain kinds of symptoms in order to either determine the
diagnosis or to determine that a referral to the specialist
is needed. Providing this assistance to the primary care
physician requires some of the specialist’s time, but not
as much time as the specialist would need to fully evalu-
ate and diagnose the patient themself, even for a low
complexity patient.

To address this, a Diagnostic Assistance Payment should
be created to enable the specialist to provide support to
primary care physicians in making diagnoses and refer-
rals.19 If the patient is ultimately referred to the same
specialist or specialty practice for a diagnostic evalua-
tion, the specialist would bill for and receive a regular
Diagnosis Payment instead of the Diagnostic Assistance
Payment.

e. Billing and Payment for Diagnosis Services

This approach to paying for diagnosis services can be
easily operationalized for patients who have insurance
by creating four new billing codes. As shown in Figure 4,
each of the four categories of services would be as-
signed either a CPT® (Current Procedural Terminology)
code by the American Medical Association’s CPT Editori-
al Panel or a HCPCS (Healthcare Common Procedure
Coding System) Level Il code by the Centers for Medicare
and Medicaid Services (CMS) HCPCS Workgroup.

The physician who is making the diagnosis would choose
the appropriate CPT/HCPCS code based on the complex-
ity category that matched the patient’s symptoms and
other characteristics.

If a physician practice bills for one of these codes for a

patient, the practice would not bill or be paid for an Eval-
uation and Management Services (E/M) payment for any
visits that patient made as part of the diagnosis process.

f. Payment for Diagnostic Testing

The Diagnosis Payment would support the physician’s
time in determining the diagnosis. The physician may
also need the results of laboratory tests or imaging stud-
ies in order to make the diagnostic determination, and if
so, separate payments will need to be made to the labor-
atory or imaging center that performs those tests. If the
practice performs these tests or imaging studies itself, it
should be paid separately for them.20

2. Accountability for Quality and Utilization

a. Tradeoffs in Achieving High-Quality Diagnosis

Patients and payers will want to know that the physician
receiving the Diagnosis Payment has carried out the
diagnosis process in a high-quality manner. In the con-
text of diagnosis, quality has at least two key compo-
nents:

® Accuracy of diagnosis. Currently, many patients are
incorrectly diagnosed as having a chronic disease that
they do not have, or as not having a disease that they
do have. Both overdiagnosis and underdiagnosis can
be harmful to the patient.

e Avoiding unnecessary or harmful diagnosis testing.
Some types of diagnostic tests involve a risk of harm
to the patient, such as radiation exposure during im-
aging or an injury or infection caused by an invasive
procedure.

There are few, if any, situations, in which 100% accuracy
in diagnosis is feasible. For some chronic conditions,
there is no single test or even combination of tests avail-
able that can clearly indicate whether the condition is
present or absent. Moreover, even where a test exists, it
will have a non-zero false positive rate and a non-zero
false negative rate. Because of this, there may also be
no way to independently verify whether the diagnostic
determination made by a particular physician is accu-
rate.

In some cases, the most accurate diagnosis can only be
determined through a test that has significant risks for
the patient (e.g., an invasive procedure), or is very ex-
pensive, or both. In these cases, a tradeoff has to be
made between the risks and costs of additional testing
versus the risks of overtreatment or undertreatment.
For example:

® The “gold standard” test for ischemic heart disease is
a cardiac catheterization and angiogram, but that
procedure is not only expensive, it involves a risk of
injury and death for the patient. As a result, many
patients appropriately receive a diagnosis of mild
heart disease or no heart disease based on less defin-
itive tests.

® A variety of genetic and biomarker tests have been
developed that can be helpful in distinguishing among
different potential causes of a patient’s symptoms,
but many of these tests are expensive and some may

FIGURE 4
Payments for Specialty Diagnosis Services
CPT/HCPCS
Code Payment Category Service
XX040 Diagnostic Assistance Payment Assistance to a primary care practice in making a diagnosis

or determining the need for referral

xx041 Low Complexity Diagnosis Payment

Diagnosis of symptoms requiring
low-complexity decision-making

XX042 Moderate Complexity Diagnosis Payment

Diagnosis of symptoms requiring
moderate-complexity decision-making

xXxX043 High Complexity Diagnosis Payment

Diagnosis of symptoms requiring
high-complexity decision-making
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only provide new or actionable information in a small
number of cases.

b. An Evidence-Based Approach to
Diagnosis Quality

The best way for physicians to achieve the most accu-
rate diagnosis while balancing the risks and costs asso-
ciated with diagnostic testing is to utilize evidence-based
Clinical Practice Guidelines (CPGs) for testing and diag-
nosis. A Clinical Practice Guideline assembles all of the
available evidence regarding how to diagnose symp-
toms, with consideration for the tradeoffs between accu-
racy, safety, and cost.21

Evidence-based Clinical Practice Guidelines exist for di-
agnosis of most common chronic diseases and symp-
toms and also for many less-common conditions. For
example:

e Asthma: The National Asthma Education and Preven-
tion Program Coordinating Committee has developed
guidelines for the diagnosis of asthma.22

® COPD: The Global Initiative for Chronic Obstructive
Lung Disease (GOLD) publishes guidelines for the di-
agnosis of chronic obstructive pulmonary disease
(COPD).23

® Diabetes: The American Diabetes Association has de-
veloped a detailed Standard of Medical Care in Diabe-
tes24, and the American Association of Clinical Endo-
crinologists and American College of Endocrinology
have jointly developed a Comprehensive Type 2 Dia-
betes Management Algorithm25, each of which include
guidelines for diagnosis of diabetes.

® Heart Failure: The American College of Cardiology,
American Heart Association, and Heart Failure Society
of America have developed a Guideline for the Man-
agement of Heart Failure which includes guidelines
for diagnosis of heart failure.26

® |schemic Heart Disease: The American College of Car-
diology, American College of Physicians, American
Heart Association, American Association for Thoracic
Surgery, Preventive Cardiovascular Nurses Associa-
tion, Society for Cardiovascular Angiography and Inter-
ventions, and Society of Thoracic Surgeons have joint-
ly developed a set of guidelines for diagnosis of pa-
tients with stable ischemic heart disease.2”

These and other guidelines have been developed by
medical specialty societies and multi-stakeholder collab-
oratives in order to improve both the accuracy of diagno-
sis and the effectiveness of treatment while avoiding the
delivery of unnecessary services. The guidelines have
been developed by groups of physicians, not by payers
or manufacturers of specific drugs or tests, and strong
efforts are made to ensure that the guidelines are based
on what is best for patients.

Since Clinical Practice Guidelines define which diagnos-
tic tests are appropriate and inappropriate in various
situations, they can reduce use of unnecessary testing in
a more patient-centered way than the burdensome and
problematic prior authorization processes typically used
by health insurance plans. For example, the guidelines
for ischemic heart disease are specifically designed to
avoid unnecessary use of cardiac stress testing, cardiac

imaging, and cardiac catheterization, while also avoiding
undertesting patients in a way that could lead to pre-
ventable heart attacks or death. In contrast, in a prior
authorization process, an employee of a health insur-
ance plan makes decisions about appropriateness of
cardiac tests even though that individual has not actual-
ly examined the patient or talked with them about the
many different aspects of their symptoms and history
that are required to make good clinical decisions, and
the health plan employee may not have any specialized
expertise in the symptoms or diseases being evaluated.
Use of the guidelines can also help protect physicians
against malpractice lawsuits if it turns out that a diagno-
sis was missed that could potentially have been identi-
fied with more extensive testing.

In order to reduce variation when there are multiple di-
agnostic choices and the available evidence does not
indicate which option is better, a recommended option
can be added to the guidelines. The term “Clinical Path-
way” is often used to describe a set of guidelines that
recommend the use of a specific approach when the
evidence is unclear or where multiple options have
equivalent benefits but different costs.28

CPGs and Pathways must be developed and refined by
clinicians, not by health plans. Clinicians will be more
likely to utilize and adhere to clinician-developed guide-
lines than rules or pathways developed by payers or oth-
er entities where cost considerations may have taken
precedence over patient outcomes in defining recom-
mendations.2® In addition, a CPG developed by clini-
cians can be used for all patients, regardless of payer.

Guidelines and Pathways cannot specify what should be
done for every patient, because there is not strong evi-
dence as to what approach to diagnosis would be most
appropriate for some types of patients.30 |n addition,
the patient may be unwilling or unable to receive the
tests recommended by evidence, in which case a differ-
ent approach will be needed. As a result, physicians
must have the ability to depart from the Guideline/
Pathway when there are good reasons to do so.31

c. Accountability for Using Guidelines

If the specialty practice bills a payer or patient for a Diag-
nosis Payment, the submission of the bill would mean
the physician attested that they had utilized an appropri-
ate Clinical Practice Guideline or Pathway in determining
the diagnosis. If the physician deviated from the guide-
lines, the practice would only submit the bill if the physi-
cian attests that the deviation was necessary and the
reasons for deviation are documented in the patient’s
clinical record.

This is a much stronger standard of quality than exists in
current fee-for-service and value-based payment sys-
tems. In current payment systems, a physician is paid
for performing diagnosis-related activities regardless of
whether the activities were supported by evidence or
whether all evidence-based steps were followed. Under
the patient-centered Diagnosis Payment, there would be
no payment at all unless the relevant Clinical Practice
Guideline or Pathway was used.

However, the specialty practice should not be expected
to submit documentation to a health insurance plan
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Payment Systems

Fee-for-Service Payment

Fee-for-Service Payment

FIGURE 5
Quality Assurance for Diagnosis
Under Current Payment Systems and Patient-Centered Payment

Current QUALITY OF CARE

Services Delivered Follow
Standard Clinical Practice Guidelines
(or deviate for patient-specific
reasons documented in the
clinical record)

Standard Services Fail to Follow

Clinical Practice Guidelines
Without Justification

Patient-Centered
Payment

Patient-Centered Payment
for Chronic Condition Care

regarding the specific guidelines used or the reasons for
deviation in order to receive payment. This is similar to
the approach that is used in current fee-for-service pay-
ment systems to assure that a physician practice has
delivered the service that it is billing for. When the physi-
cian practice submits a bill for an office visit, it is attest-
ing that it had the visit with the patient and that the phy-
sician spent either a minimum amount of time in con-
junction with the visit or that the decision-making in the
visit involved a minimum level of complexity. The prac-
tice does not have to submit any documentation to the
health plan to prove that a visit occurred or that a specif-
ic amount of time was spent, but it maintains documen-
tation in the clinical record that can be used, if neces-
sary, to show that the billing was done properly.

While it would obviously be possible for a physician to
bill for a Diagnosis Payment without actually following
evidence-based guidelines or documenting the reasons
for a deviation, it is similarly possible today for a physi-
cian to bill for an office visit without actually having deliv-
ered it or for delivering a shorter or less complex visit
than the bill indicated. If a payer has reason to be con-
cerned that a specialist is not using evidence-based
guidelines appropriately, it could request documentation
from that practice and recoup any payments that were
made inappropriately. This is the same as what is done
today in fee-for-service payment systems if there is con-
cern that a physician practice has been billing for ser-
vices that were not delivered.

d. Evaluating Diagnostic Accuracy and
Improving Diagnosis Guidelines

Using SCAMPs to Develop and Improve Evidence

Use of evidence-based guidelines for diagnosis is an
appropriate method of assuring accuracy as long as
there is, in fact, evidence that use of the guidelines in-
creases the likelihood of an accurate diagnosis. Alt-
hough some evidence can be developed through small,
controlled studies with selected patients, it should not
be assumed that the results will apply to more diverse
patient populations without conducting analyses to con-
firm that. Where there is little or no evidence available,

a guideline may not exist or the guideline may not be
appropriate for a specific patient. In these cases, physi-
cians will need to deviate from the guidelines or make a
diagnosis that is not based on guidelines. However, the
accuracy of diagnoses in these cases should ideally be
analyzed in order to better guide decisions in the future.

A Standardized Clinical Assessment and Management
Plan (SCAMP) is a form of Clinical Practice Guideline/
Pathway that is explicitly designed to allow deviations
from guidelines in appropriate situations and to use in-
formation about the circumstances and reasons for devi-
ations and the outcomes of those choices in order to
improve the guidelines.32 SCAMPs have been success-
fully used to improve guidelines for diagnosis in areas
such as evaluating chest pain and diagnosing food aller-
gies.33

Using Registries to Develop and Improve Evidence

In order to use a SCAMP to improve diagnostic accuracy,
there has to be a way of obtaining data to help deter-
mine whether a diagnosis was accurate or not. In most
cases, the data will come from an event that occurs in
the future, such as a subsequent evaluation of the pa-
tient by the same or a different physician, the results of
treatment for the diagnosed condition, the need to treat
a complication of an undiagnosed condition, etc.

Analyses of diagnostic accuracy cannot be performed
using current healthcare claims data (i.e., the data rec-
orded on the bills physicians submit to health plans for
payment) because of the way diagnoses are coded in
claims data:

e |f a physician determines that a patient does not have
a specific disease, there is no way to record that de-
termination when the physician bills for payment,
even though it may well be the most desirable out-
come of the physician’s evaluation. If the physician
rules out one or more diseases as causes of the pa-
tient’s symptoms but cannot assign a definitive diag-
nosis, the billing form will only include codes describ-
ing the patient’s symptoms, not any diagnoses that
the physician determined do not exist.
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e [f a patient’s symptoms could be caused by either one
disease or a combination of two diseases, and only
one disease is coded on a claim form, there is no way
to know whether a determination was made that the
second disease did not exist or whether the specialist
only evaluated the patient with respect to a single
disease.

e |f the physician determines that the patient could
have a particular condition but that a firm diagnosis
cannot be made until additional information is availa-
ble (e.g., until the patient experiences a symptom
again or until after the patient receives treatment on a
trial basis), there is no way to record that on the claim
form. Coding rules require that if a definitive diagno-
sis cannot be determined, only the symptoms should
be recorded.

® |f one physician diagnoses a patient with a particular
disease, but a second physician determines that the
patient does not have the disease, the claims data will
indicate that the patient has the disease, because
there is no way for the second physician to indicate
that the diagnosis code on the initial claim is inaccu-
rate. (The second physician may not even know that
the patient was given the diagnosis by a different phy-
sician.)

® |f one claim is submitted that has a particular diagno-
sis code, and no subsequent claims have that diagno-
sis code, it may or may not mean that the patient no
longer has the disease or that the patient never had
the disease.

A partial solution to this information gap would be to
create a billing code modifier that explicitly indicates that
the diagnosis codes recorded on the claim form were
diagnoses that were excluded, rather than diagnoses
that were made. However, there would still be no good
way to identify situations in which a definitive determina-
tion about a disease was not possible and why.

The most complete information about what was and was
not diagnosed and the reasons why is in the patient’s
clinical record. If physician practices link their electronic
health record systems to a Clinical Data Registry (CDR),
relevant portions of the information can be used to ana-
lyze diagnostic accuracy and to improve evidence-based
guidelines. A CDR is a database that assembles infor-
mation from multiple physician practices in a way that
supports analysis and research on the effectiveness of
different approaches to diagnosis and treatment for pa-
tients with specific characteristics.

A number of CDRs have been created by medical spe-
cialty societies and other groups that are being used for
this purpose. For example, the American College of Car-
diology’s PINNACLE registry was created in 2008 and
has been used for more than a decade to analyze care
processes and outcomes for patients with coronary ar-
tery disease, hypertension, heart failure, and atrial fibril-
lation.34 In 2014, the American College of Cardiology,
the American College of Physicians, the American Diabe-
tes Association, the American Association of Clinical En-
docrinologists and the Joslin Diabetes Center created
the Diabetes Collaborative Registry to play a similar role
for patients with diabetes and prediabetes.35 The PIN-
NACLE registry and the Diabetes Collaborative Registry

are operated in a coordinated way, since many patients
have both diabetes and heart conditions and one of the
goals of effective treatment of diabetes is to prevent
development or exacerbation of heart conditions.

Creating and maintaining registries is an expensive en-
deavor, both for the specialty societies that manage
them and for the physician practices that submit data to
them. Many existing registries have been forced to de-
vote most of their time and resources to calculating nar-
rowly-defined quality measures required by pay-for-
performance programs in order to make it worthwhile for
physicians to participate, rather than expanding and
strengthening the evidence for Clinical Practice Guide-
lines.

Consequently, in order to support a true SCAMP process,
Diagnosis Payments need to be large enough to enable
specialists to participate in CDRs and to spend the time
needed to document not only the reasons for deviations
from guidelines but also the outcomes achieved for the
patients.

3. Adequacy of Payment

The third essential characteristic of a patient-centered
payment system is that the payment amounts are ade-
quate to cover the cost of delivering services in a high-
quality manner. No matter what method is used to pay
for diagnosis, if the payment amount is not sufficient to
cover the time and cost involved in determining a diag-
nosis, the patient may fail to receive an accurate diagno-
sis or may receive harmful or unnecessarily expensive
testing.

a. Challenges in Determining
Adequate Payment Amounts

There is very little information available on what it actu-
ally costs to determine a diagnosis for a patient. Infor-
mation is available on how much is currently being paid
for visits with physicians, but the payment amounts may
or may not be adequate to cover the cost of all of the
time spent by physicians and other practice staff in con-
junction with the visit. Moreover, the cost of a visit is not
the same as the cost of determining a diagnosis. Some
patients may need multiple visits in order for a specialist
to determine a diagnosis, and they may receive services
other than a diagnosis during a visit (e.g., planning of
treatment for the diagnosed condition).

It is generally believed that one of the reasons for high
rates of diagnostic errors today is that current visit-
based payments are inadequate to support effective
diagnostic processes.36 Determining what payment
amount is adequate requires knowing how much it costs
to perform effective diagnostic determinations, but there
will not be enough examples of effective diagnosis pro-
cesses until payments are adequate to support deliver-
ing them.

The only way to resolve this “chicken and egg” problem
will be to begin using Diagnosis Payments with payment
amounts based on best estimates of time and costs
(accepting the reality that those amounts may not be
exactly right), allow specialists to use the payments to
restructure and improve the diagnosis process, gather
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data on how much time is actually needed to deliver high
-quality care, and then refine the amounts over time as
those data become available. This process will likely
take several years to complete. This is similar to what is
done in the current fee-for-service payment system.

Each year, CMS adjusts the Medicare payment amounts
for various physician services based on new information
and evidence about the cost of delivering the services to
patients.

b. Estimated Amounts for Diagnosis Payments

An estimate of the amount needed to support adequate
time for diagnosis can be made by (1) estimating the
cost of operating a hypothetical specialty practice that
exclusively performs diagnoses on patients with symp-
toms relevant to that specialty, (2) estimating the
amount of time involved in carrying out the processes
associated with the three different levels of diagnostic
complexity associated with the Diagnosis Payments, and
then (3) calculating the cost for the specialty practice to
spend that amount of time.

The Cost of Operating a Specialty Practice

Figure 6 shows a hypothetical specialist practice and
what it might cost to operate such a practice.

® The practice has a single physician. In many parts of
the country, there are too few patients to support
more than one specialist, so it is desirable to design a
payment system that will support solo physician prac-
tices as well as larger practices. Moreover, it is rea-
sonable to assume that the costs for practices with
multiple physicians will be roughly proportional to the
number of physicians.37 Although there are some
economies of scale for practices with two or more
physicians, the savings are limited, and there is also
evidence of diseconomies of scale with large practices
as well as the potential for higher prices and greater
challenges in delivering quality care.38

® The physician employs three people: a full-time medi-
cal assistant, a full-time receptionist/office manager,
and someone to do billing on a part-time basis.

® The physician is paid $250,000 per year. Many spe-
cialists earn more than this, but the amounts vary
significantly by specialty and region.3° Since relative-
ly few specialists earn less, this represents a lower
bound on this component of the cost of the practice.

® Other staff are assumed to be paid salaries compara-
ble to national averages for those positions.40 In addi-
tion to salaries, the physician and staff are assumed
to receive health coverage and other basic benefits.41

® The practice rents office space and it pays for comput-
er equipment, an Electronic Health Record (EHR), mal-
practice and liability insurance, and office supplies
and equipment. The amounts a physician practice
would need to spend on these things can vary signifi-
cantly depending on the community where it is locat-
ed and other factors, so the actual costs for an indi-
vidual practice may be higher or lower than the
amounts assumed here. However, since these items
represent a small portion of the total practice expens-
es, differences in the costs will have a limited impact
on the overall cost estimate.

FIGURE 6
Cost of Operating a
Small Specialist Physician Practice

Practice Expenses

Physician $250,000
Medical Assistant $38,000
Receptionist $36,000
Billing $18,000
Benefits $48,400
Total Personnel $390,400
Rent/ Utilities $40,000
EHR & IT $10,000
Liability Insurance $6,000
Supplies/Other $10,000
Total Non-Staff Overhead $66,000
Total Expenses $456,400
Physician Time

Weeks Worked Per Year 48
Hours Worked Per Day 9.5
Administrative Time 0.5
Patient Hours 9.0
Cost Per Patient Hour $211

Using these assumptions, the total annual cost of oper-
ating the hypothetical practice will be about $460,000,
slightly less than twice the salary paid to the physician.
If the specialist earns or is paid a higher salary, the total
cost would be higher by a corresponding amount.

As shown in Figure 6, if one assumes the physician
works 48 weeks per year and spends 9 hours per day on
activities related to patient diagnoses, the cost of time
spent on diagnostic activities is $211 per hour.

Obviously, most specialists will not spend their time ex-
clusively performing diagnoses. However, if only a por-
tion of the physician’s total time is spent determining
diagnoses, then a corresponding portion of the practice
cost should be assigned to diagnostic services, and the
hourly cost would remain the same.

Estimated Cost of Diagnosis

In order to use the cost per hour information from Figure
6 to determine amounts for the payments in Figure 4,
estimates must be made for the amount of time the phy-
sician will spend performing the services associated with
each payment.
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FIGURE 7

Estimated Time and Payment Amounts for Specialist Diaghosis Services

Time Documentation
with & Coordination Total
Patient with Primary Time Estimated Payment
Code Diagnosis Service (Minutes) | Care (Minutes) | (Minutes) Cost Margin | Amount
XX040 |Diagnosis Assistance 0 10 10 $35 3% $37
XX041 |Low Complexity Diagnosis 30 10 40 $141 3% $146
XX042 | Moderate Complexity Diagnosis 45 15 60 $211 3% $218
XX043 | High Complexity Diagnosis 60 20 80 $282 3% $291

Figure 7 assumes that at least 30 minutes with the pa-
tient should be allocated for any set of symptoms that
meet the minimum threshold for a diagnostic visit with
the specialist and that an additional 15 minutes is re-
quired for each higher level of complexity. This time
might be spent in a single visit or multiple visits; for ex-
ample, if a moderate complexity diagnosis requires an
initial 30-minute visit followed by additional testing, and
then the final determination is made in a second 15-
minute visit, the total time spent would be 45 minutes.

It is also assumed that an additional 10-20 minutes will
be needed beyond the time with the patient to document
the findings and communicate them to the patient’s pri-
mary care physician, with longer amounts of time re-
quired for more complex determinations.

If the specialist is providing assistance to a primary care
physician in making a diagnosis or determining whether
to refer the patient to the specialist, it is assumed there
would be no direct time spent with the patient, but in-
stead that up to 10 minutes would be spent in the inter-
action between the specialist and the primary care physi-
cian.

Based on these assumptions, Figure 7 shows estimated
payment amounts determined by multiplying these time
estimates by the hourly cost shown in Figure 6 and add-
ing a small (3%) margin. As noted earlier, if the special-
ist earns a higher annual salary, then the hourly cost of
the practice would be higher and the payment amounts
would need to be correspondingly higher.

If data become available showing that more time is
needed for one or more of these categories of diagnosis
services, the payment amounts should be revised ac-
cordingly. However, physicians should not be required to
spend the exact amount of time shown in order to be
paid for the corresponding service to an individual pa-
tient. If a specialist can perform the tasks needed for a
particular service in a shorter amount of time, they
should be still be paid the standard amount for that ser-
vice. This will offset the higher-than-average amounts of
time spent with other patients.

4. Patient Access and Choice

A patient should be able to receive diagnostic services
from the physician(s) best able to diagnose their symp-
toms accurately and safely. Many patients will be able
to obtain an accurate diagnosis from their primary care
physician, while others will need to see a specialist even
after seeing a primary care physician. No one specialist
will be best at diagnosing all types of patients, even if
the patients have similar symptoms, and some patients
may need to see multiple specialists when they have
symptoms that can result from several different kinds of
diseases or conditions.

In many health insurance plans, patients can only re-
ceive full coverage for services if they are delivered by
physicians who are part of a payer-defined network. The
network is typically defined based primarily on the fee
the physician will accept, rather than the specific types
of expertise they have or the quality of care they will pro-
vide. In addition, many insurance plans have prior au-
thorization systems that may deny coverage for specific
services even if they are delivered by physicians who are
“in-network.” Neither of these approaches is consistent
with patient-centered care and they can prevent patients
from receiving the services they need from the physi-
cians best able to deliver them.

Also, most health insurance plans require patients to
pay a co-payment or co-insurance in order to see a spe-
cialist, and a patient may need to pay the full cost of the
visit if they have not yet paid for enough services during
the year to meet the deductible required under their
insurance plan. Although requiring patients to pay these
various forms of cost-sharing may discourage them from
making unnecessary visits to specialists, it can also dis-
courage patients from seeing specialists when that is
necessary for determining an accurate diagnosis. Since
inaccurate diagnoses can lead to higher-than-necessary
spending on treatments for the wrong disease and for
complications resulting from an undiagnosed disease, it
can be “penny-wise and pound-foolish” to require cost-
sharing for high-quality diagnostic services.
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A patient-centered approach to cost-sharing should:
® Encourage primary care-based diagnosis whenever

possible. Ideally, a patient who is enrolled with a pri-
mary care practice would seek help from that practice
first when they have new (non-emergency) acute
symptoms. Many symptoms can be correctly diag-
nosed by a primary care physician, and primary care
physicians will be better able to diagnose symptoms
accurately if (1) the primary care practice is receiving
Patient-Centered Primary Care Payment that allows
the physician to spend adequate time on new acute
problems, and (2) specialists can receive a Diagnosis
Assistance Payment for helping the primary care prac-
tice make accurate diagnoses and referrals.

Enable diagnostic consultations with specialists when
needed. If the primary care practice determines that
an evaluation by a specialist is needed for an accu-
rate diagnosis, there should be not be a financial bar-
rier to the patient obtaining such an evaluation. In
some cases, even if the primary care physician does
not think a specialist evaluation is necessary, the pa-
tient may be concerned that the diagnosis they re-
ceived is inaccurate; if so, it would be desirable for the
patient to receive a second opinion from an appropri-
ate specialist. If the patient’s symptoms could be due
to two or more very different health problems, they
may need to see two or more specialists until the

has been confirmed by a second physician, there will
likely be little value in additional diagnostic evalua-
tions by other physicians, so the patient should pay
more if they want such evaluations.

The following approach to cost-sharing would support
these goals:

The cost-sharing should be lower for an initial evalua-
tion of symptoms by a primary care physician rather
than a specialist.

There should be no cost-sharing for a diagnostic as-
sistance payment to a specialist who assists the pri-
mary care physician in making a diagnosis or deter-
mining whether a specialist referral should be made.

There should be no cost-sharing for a visit to a spe-
cialist if the patient has visited a primary care physi-
cian or a specialist who was unable to make a diagno-
sis.

There should be low cost-sharing for a visit with a spe-
cialist if a primary care physician has made a diagno-
sis but the patient wants a second opinion.

The cost-sharing amounts should be higher for subse-
quent specialist evaluations of the same symptoms
after a diagnosis has already been made by one spe-
cialist.

The dollar amount of cost-sharing for the patient

cause is identified. should be the same regardless of the level of Diagno-

Encourage accurate diagnosis for complex symptoms. sis Payment paid to the specialist.
If a patient has a more complex or difficult-to-
diagnose set of symptoms, the payment to the physi-
cian will need to be higher because the physician will
need to spend more time on the patient’s case. How-
ever, the patient should not have to pay more in cost-
sharing, since the higher cost and/or uncertainty
about the cost-sharing amount could deter them from

obtaining an accurate diagnosis.

For example, if the cost-sharing for an Acute Care Visit
under Patient-Centered Primary Care Payment is $25,
then the cost-sharing for a Diagnosis Payment to a Spe-
cialist could be $50, unless the patient has had an
Acute Care Visit with a primary care physician for the
same symptoms within the previous 30-60 days that did
not result in a diagnosis, or the patient cannot afford the
cost-sharing amount, in which case the cost-sharing
should be $0. Figure 8 shows an example of a cost-
sharing structure consistent with this approach.

Discourage unnecessary diagnostic evaluations. If a
physician has determined that a patient has (or does
not have) a particular condition, and that diagnosis

FIGURE 8
Patient Cost-Sharing for Diagnosis Payments
Previous Visit Previous Visit Example of
Service & Circumstances With PCP? With a Specialist? Patient Cost-Sharing
Acute Care Visit with
Primary Care Physician (PCP) N/A N/A $25 co-payment
Diagnostic Assistance to PCP N/A N/A $ 0 co-payment

by Specialist

Visit that did not
result in a diagnosis

No previous visit

for same symptoms $ 0 co-payment

Visit that did not
result in a diagnosis

Previous visit that

did not result in a diagnosis $ 0 co-payment

Diagnosis Payment to Specialist No PCP visit No previous visit $50 co-payment
for same symptoms for same symptoms
PCP visit that No previous visit

$25 co-payment

resulted in a diagnosis for same symptoms

Previous visit that

N/A resulted in a diagnosis

100% of payment
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D. Payment for Care Planning

Although some patients who see a specialist for diagno-
sis of symptoms will want or need to receive a care plan
from that specialist, that will not be true in all cases:

e |f the specialist determines the patient does not have
a chronic disease, there may be no need for treat-
ment or care at all.

® The patient’s primary care physician may be able to
develop an appropriate care plan for the patient once
a diagnosis is determined. Indeed, if the primary care
physician is already providing care for other health
issues, they may be in a better position to develop a
care plan that appropriately complements the pa-
tient’s other treatments.

Conversely, the primary care physician may have been
able to accurately diagnose the patient’s condition, but a
specialist may need to develop a care plan because of
the complexity of the patient’s condition or the complexi-
ty of the treatment options available.

In some cases, the specialist who prepares the care plan
may be different from the specialist who diagnoses the
patient’s condition. For example, this could occur if the
patient has been diagnosed by a subspecialist in a dis-
tant community but will be treated by a specialist in their
home community or if a subspecialist in a different com-
munity is asked to develop an appropriate treatment
plan for a complex patient.

In order to ensure that the clinician who develops a care
plan for a patient is paid adequately for doing so, there
need to be Care Planning Payments that are separate
from the Diagnosis Payments used to support the diag-
nostic process.

1. Method of Payment

a. Problems with Current Payments

Currently, there are no billing codes or fees specifically
designed to pay a specialty care practice to identify ap-
propriate treatment options for a patient’s disease and
work with the patient to develop a plan for managing
that disease. As with diagnosis, the work involved in
care planning is currently paid for using the generic
“Evaluation and Management Services (E/M)” fees that
are triggered by a visit between the patient and the phy-
sician. However, because the payment is for an “office
visit,” the payment may not be adequate to support an
appropriate care planning process and there is no assur-
ance that payment will result in a clear plan of care that
will be feasible for the patient to follow.

b. A Patient-Centered Approach to
Payment for Care Planning

In a patient-centered approach to payment, a physician
practice should receive a Care Planning Payment specifi-
cally designed to support development of an appropriate
care plan for the patient. The physician practice would
only bill for a Care Planning Payment when a care plan
tailored to the patient’s needs has been completed and
documented for an individual patient. If the care plan-
ning process requires multiple visits or contacts with the

patient, there should be one Care Planning Payment that
reflects the total expected time for those visits, instead
of separate fees paid for each visit. If the care planning
process can be carried out effectively through tele-
health, the Care Planning Payment should be paid even
if there was no in-person visit with the patient.

Care Planning Payments must be adequate to support
the time required to identify the most current evidence
available about the effectiveness of alternative treat-
ment approaches and to engage in a shared decision-
making process with the patient in determining the best
approach to treatment.

c. Stratifying Payments Based on
the Complexity of Care Planning

More time will be needed to carry out an effective care
planning process for some patients than others:

e Multiple options for treatment and management. If
there are multiple medications or treatment options
available, there may be tradeoffs between effective-
ness in controlling symptoms, problematic side ef-
fects, and/or cost that patients will need to under-
stand in order to make an informed choice.

® Treatments requiring customization based on patient
characteristics. Some types of treatment will be more
effective or more problematic for patients who have
particular genetic characteristics, comorbidities, etc.
that require additional testing to evaluate.

® Barriers to use of treatments and/or self-
management. Some patients may not be able to af-
ford certain treatments or may require extra support
to carry out self-management tasks. Efforts will be
needed to obtain additional assistance for them be-
fore a care plan can be finalized.

e Challenges in understanding treatment options.
Some patients may have cognitive limitations or lan-
guage/literacy barriers that make it difficult for them
to understand treatment options. They will require
additional time from the physician or other practice
staff.

The evaluation and management services (E/M) pay-
ments currently used to pay for office visits are stratified
based on two criteria: (1) the complexity of the “medical
decision-making,” and (2) the amount of time the physi-
cian spends on the patient’s case, including time spent
outside of the face-to-face visit with the patient. As
shown in Figure 9, the criteria used for determining com-
plexity of medical decision-making are applicable to care
planning as well as diagnosis, except that the first criteri-
on would be determined by the number of management
options being evaluated (rather the number of diagno-
ses being considered).42 Since it is unlikely that patients
in the straightforward decision-making category would
require care planning from a specialist rather than their
primary care practice, the three higher categories of
complexity (low, moderate, and high) could be used in
stratifying the Care Planning Payments in a patient-
centered payment system.

However, the time criterion that is used to stratify E/M
payments is problematic for the purposes of care plan-
ning, since it is defined only in terms of time spent by
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FIGURE 9
Classification of Medical Decision-Making Complexity
for Current Evaluation and Management Services Payments

Two of the Following Three Criteria:

Level of Medical Number of Amount and/or Complexity Comorbidities and

Decision-Making Management Options of Data Reviewed Complications
Straightforward Minimal Minimal or None Minimal
Low Complexity Limited Limited Low
Moderate Complexity Multiple Moderate Moderate
High Complexity Extensive Extensive High

FIGURE 10
Payments for Specialty Care Planning Services
CPT/HCPCS
Code Payment Category Service

XX050 Care Planning Assistance Payment

Assistance to a primary care practice in developing a care
plan for a patient

XX051 Low Complexity Care Planning Payment

Development of a care plan requiring
low-complexity decision-making

XX052 Moderate Complexity Care Planning Payment

Development of a care plan requiring
moderate-complexity decision-making

XX053 High Complexity Care Planning Payment

Development of a care plan requiring
high-complexity decision-making

XX054 Payment for Additional Care Planning Time

Significantly higher time spent by practice staff to assist a
patient in making decisions about their care plan

the physician. Patients who require more time in order
to understand the differences in treatment options may
benefit most from spending that time with a nurse or
another member of the practice staff, not with the physi-
cian. Moreover, the cost of the nurse’s time would be
significantly lower than the cost of having the physician
spend the time. To address this, a separate payment
could be made for patients who need additional time,
with the payment amount based on the cost of a nurse’s
time rather than a physician’s time.

Under this approach, there would be three levels of Care
Planning Payment based on the complexity of medical
decision-making, and a fourth payment that would be
paid in addition to the others for patients who require
additional time and assistance from the staff of the phy-
sician practice rather than the physician:

o Low Complexity Care Planning Payment
® Moderate Complexity Care Planning Payment
e High Complexity Care Planning Payment

e Payment for Additional Care Planning Time by Clinical
Staff (15 minutes)

d. Payment for Assistance to
Primary Care Physicians

If a primary care practice will be providing ongoing care
for the condition or if it is already treating the patient for

other conditions, it may be best for that practice to take
the lead in developing a care plan for the patient’s
chronic condition even if the condition has been diag-
nosed by a specialist. However, the primary care physi-
cian may need assistance from a specialist to identify all
of the current treatment options available and to deter-
mine which would be most appropriate for the patient.
Providing this assistance to the primary care physician
requires some of the specialist’s time, but not as much
time as the specialist would need to spend to develop a
care plan themself.

To support this, a Care Planning Assistance Payment
should be created to enable the specialist to provide
assistance to a primary care physician in developing a
care plan for patient.43

e. Billing and Payment for Care Planning Services

This approach to paying for care planning can be easily
operationalized for patients who have insurance by cre-
ating five new billing codes. As shown in Figure 10, each
of the five categories of services would be assigned ei-
ther a CPT® (Current Procedural Terminology) code by
the American Medical Association’s CPT Editorial Panel
or a HCPCS (Healthcare Common Procedure Coding Sys-
tem) Level Il code by the Centers for Medicare and Medi-
caid Services (CMS) HCPCS Workgroup.

The physician who is developing the care plan would
choose the appropriate CPT/HCPCS code(s) based on
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(1) the complexity of the planning required in light of the
number and types of treatment options available and
the patient’s characteristics, and (2) whether the patient
needed significantly more time and assistance by prac-
tice staff in order to understand and choose among the
options available.

If a physician practice bills for one of these codes for a
patient, it would not bill for an E/M payment for any vis-
its that patient made as part of the care planning pro-
cess.

f. Payment for Additional Diagnostic Testing

The Care Planning Payment would support the time
spent by the physician and other practice staff in work-
ing with the patient to develop a plan of treatment for
the patient’s condition. If the physician needs the re-
sults of additional laboratory tests or imaging studies in
order to determine the appropriate type of treatment,
separate payments will need to be made for those tests.

2. Accountability for Quality and Utilization

a. Problems with Current Approaches

Care planning has become increasingly time-consuming
for physician practices and frustrating for both physi-
cians and patients because of rules and requirements
imposed by health insurance plans, such as prior author-
ization (requiring approval from the health plan before a
particular treatment can be used), step therapy
(requiring a less expensive treatment to be used before
a more expensive treatment can be used), and formular-
ies and narrow networks (which limit the types of drugs
or specific providers that can be used to deliver treat-
ments). In some cases, these programs may prevent
patients from receiving inappropriate or unnecessary
treatments, but in many cases, they either delay or pre-
vent patients from receiving the most appropriate treat-
ments, and this can harm the patient. Moreover, these
approaches have significantly increased administrative
costs for both physician practices and health plans, with
no evidence that they have resulted in equivalent or
greater reductions in spending on treatments or in im-
provements in patient outcomes.

b. Use of Clinical Practice Guidelines
and Pathways

The best way to ensure that patients are receiving the
most appropriate treatment for their condition is for phy-
sicians to utilize evidence-based Clinical Practice Guide-
lines (CPGs) in identifying the treatment options that
would be appropriate for a particular patient. A Clinical
Practice Guideline assembles all of the available evi-
dence regarding how to treat a particular condition, with
consideration for the tradeoffs between effectiveness
and safety.44 Evidence-based Clinical Practice Guide-
lines exist for treatment of most common chronic diseas-
es and symptoms and also for many less-common condi-
tions. The same guidelines described in Section 111.C.2.b
for diagnosis of asthma, COPD, diabetes, heart failure,
ischemic heart disease, and other conditions also in-
clude guidelines for how to treat these conditions, and

strong efforts are made to ensure that guideline recom-
mendations are based on what is best for patients.

Since Clinical Practice Guidelines define which treat-
ments are appropriate in various situations, they can
reduce use of unnecessary and inappropriate treatment
in a more patient-centered way than the burdensome
and problematic prior authorization processes typically
used by health insurance plans. In order to reduce vari-
ation when there are multiple treatment choices and the
available evidence does not indicate which option is bet-
ter, a recommended option can be added to the guide-
lines. As discussed earlier in conjunction with diagnosis,
the term “Clinical Pathway” is often used to describe a
set of guidelines that recommend the use of a specific
approach when the evidence is unclear or where multi-
ple options have equivalent benefit but different costs.45

To be successful, CPGs and Pathways must be devel-
oped and refined by clinicians, not by health plans. Clini-
cians will be more likely to utilize and adhere to clinician-
developed guidelines than rules or pathways developed
by payers or other entities where cost considerations
may have taken precedence over patient outcomes in
defining recommendations.46 In addition, a CPG devel-
oped by clinicians can be used for all patients, regard-
less of payer.

Guidelines and Pathways cannot specify what treatment
is appropriate for every patient, however, because there
is not strong evidence as to what approach to treatment
would achieve the best result for some types of pa-
tients.47 In particular, when patients have multiple
chronic conditions, guidelines designed for care of indi-
vidual diseases may not be appropriate. In some cases,
the patient may be unwilling or unable to accept the ser-
vices recommended by evidence, and a different set of
services will be needed. As a result, physicians must
have the ability to deviate from a Guideline or Pathway
in developing a care plan when there are good reasons
to do s0.48

However, as previously discussed in Section II.C.2.d
with respect to diagnosis, a process is needed to assess
the situations in which these deviations occur and the
resulting outcomes in order to determine whether and
how the Guideline/Pathway should be revised. If physi-
cian practices link their electronic health record systems
to a Clinical Data Registry (CDR), relevant portions of the
information can be used to carry out this process. The
Care Planning Payments need to be large enough to en-
able specialists to participate in CDRs and to spend the
time needed to document outcomes for patients.

d. Shared Decision-Making With Patients

Even if guidelines indicate that a particular treatment
would be appropriate for a patient, the decision to incor-
porate it into a patient’s care plan should generally only
be made after engaging in a shared decision-making
process with the patient. In a shared decision-making
process, the patient receives information that objectively
describes the treatment options available in a way they
can understand and that explains the advantages and
disadvantages of each option based on criteria relevant
to the patient, including cost to the patient, risks of side
effects or injury, effectiveness in enabling the patient to
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perform activities important to them, etc.4° If the patient
cannot or should not make a decision based on that in-
formation alone, the patient should be asked to express
their personal goals and preferences so the physician
can make recommendations for treatment based on
those goals and preferences. The physician and patient
should then reach agreement on what the care plan
should be.

e. Written Care Plans

In most cases, optimal care for a chronic disease will
involve multiple activities, including lifestyle changes by
the patient as well as taking medications or receiving
other types of treatment. It may be difficult for patients
to accurately remember all of these activities, particular-
ly if they need to occur at specific times or be carried out
in specific ways, without a written list and description of
each activity. Consequently, the patient should receive a
written care plan. (CMS requires a written care plan in
order for physician practices to bill for Chronic Condition
Management (CCM) payments.)

In addition, the severity of a chronic disease exacerba-
tion and associated complications can often be reduced
if specific actions are taken by the patient when symp-
toms of the exacerbation first appear, such as contact-
ing their physician’s office immediately in order to re-
ceive a different medication or a different dosage of an
existing medication. Since these situations will
(hopefully) occur infrequently, it will be difficult for many
patients to remember exactly what the appropriate re-
sponse is when the situation does occur unless the pa-
tient has a written reference they can consult. These are
often referred to as “action plans” and can be part of the
written care plan. For example, the Guidelines for the
Diagnosis and Management of Asthma developed by the
National Asthma Education and Prevention Program rec-
ommend that every patient receive a “written asthma
action plan that includes two aspects: (1) daily manage-
ment and (2) how to recognize and handle worsening
asthma.”50

f. Accountability for Using Guidelines
and Shared Decision-Making

In order for a specialty practice to bill a payer or patient
for one of the Care Planning Payments listed in Figure
10, the physician should attest that they:

e utilized an appropriate Clinical Practice Guideline or
Pathway to identify appropriate treatment options;

® engaged in a shared decision-making process with the
patient to select a particular approach to treatment
and management of the condition (including a deci-
sion not to treat the condition at all); and

® prepared a written care plan and provided a copy of it
to the patient.

If the care plan deviated from Clinical Practice Guide-
lines, the practice should only submit the bill if the physi-
cian attests that the deviation was necessary or appro-
priate for patient-specific reasons and that the reasons
for the deviation are documented in the patient’s clinical
record. However, the practice should not be expected to
submit documentation to the health insurance plan re-

garding the specific guidelines used or the reasons for
deviation in order to receive payment.

This is similar to the approach that is used in current fee
-for-service payment systems to assure that a physician
practice has delivered the service that it is billing for.
When the physician practice submits a bill for an office
visit, it is attesting that it had the visit with the patient
and that the physician spent either a minimum amount
of time in conjunction with the visit or that the decision-
making in the visit involved a minimum level of complexi-
ty. The practice does not have to submit any documen-
tation to the health plan to prove that a visit occurred or
that a specific amount of time was spent, but it main-
tains documentation in the clinical record that can be
used, if necessary, to show that the billing was done

properly.

While it would obviously be possible for a physician to
bill for a Care Planning Payment without actually follow-
ing evidence-based guidelines or engaging in a shared
decision-making process with the patient, it is similarly
possible today for a practice to bill for an office visit with-
out actually having delivered it or for delivering a shorter
or less complex visit than the bill indicated. If a payer
has reason to be concerned that a particular specialist is
not developing care plans appropriately, it could request
documentation from that practice and recoup any pay-
ments that were made inappropriately. This is the same
as what is done today in fee-for-service payment sys-
tems if there is concern that a practice has been billing
for services that were not delivered. The best method of
ensuring that specialty practices engage in shared deci-
sion-making with patients and provide them written with
care plans is to make sure that patients understand that
they should expect to receive a written care plan and to
have been involved in the process of developing it.

3. Adequacy of Payment

As with diagnosis, having a good method of paying for
care planning is necessary but not sufficient. The
amount of the Care Planning Payment has to be suffi-
cient to cover the time and cost involved in consulting
Clinical Practice Guidelines, engaging in a shared deci-
sion-making process, and preparing a written care plan.

a. Challenges in Determining
Adequate Payment Amounts

As with diagnosis, there is very little information availa-
ble on what it actually costs to develop a care plan for a
newly-diagnosed chronic condition. One of the barriers
to engaging in shared decision-making processes with
patients and preparing written care plans is that pay-
ments for office visits are not adequate to support the
time needed to engage in these processes, particularly
when much of the work can and should be done by nurs-
es who cannot directly bill for services and whose time is
not currently counted in determining which fee can be
billed. It will be impossible to know exactly how much
time is required to carry out these tasks until payments
are adequate to support performing them.

The only way to resolve this “chicken and egg” problem
will be to begin using Care Planning Payments with pay-
ment amounts based on best estimates of time and
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costs (accepting the reality that those amounts may not
be exactly right), allow specialists to use the payments to
restructure and improve the care planning process, gath-
er data on how much time is actually needed to develop
care plans properly, and then refine the payment
amounts over time as those data become available.

This process will likely take several years to complete.
This is similar to what is done in the current fee-for-
service payment system. Each year, CMS adjusts the
Medicare payment amounts for various physician ser-
vices based on new information and evidence about the
cost of delivering the services to patients.

b. Estimated Amounts for
Care Planning Payments

A method of estimating the cost of time spent on a ser-
vice by a specialist physician was developed in Section
I11.C.3 in conjunction with Diagnosis Payments. In order
to estimate the cost of care planning, an estimate is also
needed of the cost of time spent by a nurse, as well as
estimates of the amounts of time the physician and
nurse would spend carrying out the processes associat-
ed with each of the Care Planning Payments.

The Additional Cost of Employing a Nurse

Figure 11 shows what it might cost to employ a nurse at
a hypothetical physician practice in addition to the other
staff and expenses shown in Figure 6. It is assumed
that the nurse is paid a salary comparable to national
averages®! and receives health coverage and other basic
benefits.52 The practice is assumed to require additional
office space for the nurse, additional computer equip-
ment and software for carrying out the nurse’s functions,
additional malpractice and liability insurance, and addi-
tional office supplies and equipment. The amounts a
physician practice would need to spend on these things
can vary significantly depending on the community
where it is located and other factors, so the actual costs
for an individual practice may be higher or lower than
the amounts assumed here. If one assumes the nurse
works 50 weeks per year and spends 7.5 hours per day
on activities related to patient care planning, the cost of
time spent on these activities would be $59 per hour.

Obviously, a nurse at a specialty practice will not spend
all of their time performing activities related to care plan-
ning. However, if only a portion of the nurse’s total time
is spent in this way, then a corresponding portion of the
cost of the nurse should be assigned to care planning
services, and the hourly cost would remain the same.

Estimated Cost of Care Planning

In order to use the cost per hour information from Fig-
ures 6 and 11 to determine amounts for the payments
in Figure 10, estimates must be made for the amount of
time the physician and nurse will spend performing the
services associated with each payment.

Figure 12 assumes that at least 10 minutes of the physi-
cian’s time would be needed for any care plan and that
an additional 10 minutes would be required for each
higher level of complexity in choosing treatment options.
It is also assumed that an additional 5-15 minutes will
be needed for the physician to document the treatment
approach chosen in the clinical record and to communi-

FIGURE 11
Cost of Employing Nursing Staff in a
Small Specialist Practice

Additional Practice Expenses

Registered Nurse $80,000
Benefits $16,000
Total Personnel $96,000
Rent/Utilities $5,000
EHR & IT $4,000
Liability Insurance $3,000
Supplies/Other $2,000
Total Non-Staff Overhead $14,000
Total Additional Expenses $110,000
Nurse Time

Weeks Worked Per Year 50
Hours Worked Per Day 8.0
Administrative Time 0.5
Patient Hours 7.5
Nurse Cost Per Patient Hour $59

cate it to the patient’s primary care physician, with long-
er amounts of time required for more complex plans.

It is assumed that the amount of time the nurse spends
assisting the patient to understand the tradeoffs among
the treatment options would be equivalent to the time
the physician is spending on identifying the treatment
options for the patient and explaining them, and that the
nurse will also spend an additional 10-20 minutes pre-
paring a written care plan. For patients who require sig-
nificantly more time, it is assumed that the nurse would
spend an additional 30 minutes.

If the specialist is providing assistance to a primary care
physician in developing a care plan, it is assumed there
would be no direct time spent with the patient by either
the specialist or nurse, but instead that up to 10
minutes would be spent in the interaction between the
specialist and the primary care physician.

Based on these assumptions, Figure 12 shows estimat-
ed payment amounts determined by multiplying these
time estimates by the hourly costs shown in Figure 6
and Figure 11 and adding a small (3%) margin. As noted
earlier, if the specialist earns a higher annual salary,
then the hourly cost of the practice would be higher and
the payment amounts would need to be correspondingly
higher.
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If data become available showing that more (or less)
time is needed for these different categories of care
planning services, the payment amounts should be re-
vised accordingly. However, physicians and nurses
should not be required to spend the amount of time
shown in order to be paid for the corresponding service
to an individual patient. If the staff in a physician prac-
tice can perform the tasks needed for a particular ser-
vice in a shorter amount of time, they should still be paid
the standard amount for that service.

4. Patient Access and Choice

A patient who has been newly diagnosed with a chronic
condition should have a physician practice with the ap-
propriate expertise develop an evidence-based care plan
for that condition. Requiring a patient to pay cost-
sharing could discourage them from obtaining such a
care plan and result in them receiving inadequate or
inappropriate treatment for their condition. Consequent-
ly, once the patient has been diagnosed with a chronic
condition, there should be no cost-sharing required for
the development of a care plan by either their primary
care practice or a specialist practice.

E. Paying for Condition Management

1. Method of Payment

a. Monthly Payments for Proactive Care

Development of a care plan will trigger the beginning of
what will often be a lifetime of activities needed to man-
age the chronic disease, including both treatments and
lifestyle changes designed to reduce the severity of
symptoms caused by the chronic condition, to prevent
exacerbations of the condition and associated complica-
tions, and ideally to slow the progression of the disease.

® Most patients will need education and assistance
from a physician practice in order to successfully im-
plement a care plan and adhere to it over time.

® Many patients will need prescription medications to
manage their condition, and they may need advice
and assistance from a physician practice about how
to take the medications appropriately and how to
identify and respond appropriately to any problematic
side effects. Some medications can have serious side
effects that require careful monitoring and rapid re-
sponse when problems occur. In some cases, the
medications will have to be administered in the physi-
cian’s office, while in other cases, the patient will ob-
tain their medications from a community pharmacy.
Different approaches to education, symptom monitor-
ing, and response to side effects will be needed de-
pending on all of this.

® Even with the most effective treatment plan, some
patients will experience exacerbations of their condi-
tion during the course of the year, and it will be im-
portant for their physician practice to identify those
exacerbations as quickly as possible and take appro-
priate action in order to avoid more serious problems
from occurring. In some cases, this will require a face
-to-face visit with the patient, and in other cases, a
phone call or telehealth visit will suffice.

\ CHQPR

FIGURE 12
Estimated Time and Payment Amounts for Care Planning Services
Physician Nurse Physician
Time Time Documentation | Written
with with & Coordination | Care Plan Total
Care Planning Patient Patient with Primary (Nurse Time Estimated Payment
Code Service (Minutes | (Minutes) | Care (Minutes) | Minutes) | (Minutes) Cost Margin | Amount
XX050 |Care Planning 0 0 10 0 10 $35 3% $37
Assistance
XX051 |Low Complexity 10 10 5 10 35 $72 3% $75
Care Planning
XX052 | Moderate Complexity 20 20 10 15 65 $140 3% $145
Care Planning
XX053 |High Complexity 30 30 15 20 95 $207 3% $214
Care Planning
XX054 | Additional 0 30 0 0 30 $29 3% $31
Care Planning Time
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® The patient’s care plan will need to be adjusted from
time to time as the patient’s needs change and as
new evidence about the effectiveness of alternative
treatments becomes available.

This combination of education, assistance, monitoring,
response to problems, and adjustments to care plans
must be continuous and proactive. The services needed
cannot be delivered effectively solely through office visits
with the physician; patients need to be contacted be-
tween visits in order to prevent problems from occurring
and to respond quickly when problems occur. In addi-
tion, although development and adjustments to a treat-
ment plan for a chronic condition must generally be
done by a physician or other clinician, services such as
education, assistance, and monitoring can usually be
performed primarily by nurses or other types of staff in
the physician practice.

As a result, effective management of chronic conditions
cannot be supported by typical fee-for-service payments
for office visits. Moreover, it is problematic to pay the
practice for an office visit when an exacerbation occurs
(as is the case in current payment systems), because the
practice is then penalized financially when it is able to
prevent exacerbations from occurring.

The most appropriate way to pay for chronic condition
management is through a monthly Condition Manage-
ment Payment for each patient that gives the physician
practice flexibility to assist each patient in the way that
will be most effective and efficient for that patient. A
monthly payment also encourages preventing exacerba-
tions and avoiding treatment complications, since the
fewer problems the patient has, the less time the prac-
tice will need to spend addressing such problems. The
monthly payment would only be for chronic condition
management, not for any specific drugs, procedures, or
tests the patient needs as part of their care plan; these
other services should be paid for through service-specific
fees.

b. Patients Eligible for
Chronic Condition Management Payments

A patient with any chronic disease that requires a signifi-
cant amount of proactive care should be eligible for a
Condition Management Payment. This would include
diseases such as asthma, COPD, diabetes, epilepsy, and
rheumatoid arthritis, as well as chronic conditions that
often do not receive appropriate attention, such as
chronic migraines, depression, and osteoarthritis. In
addition, conditions such as obesity, smoking, and sub-
stance abuse should be included since they will require
proactive management over an extended period of time.

Trying to precisely define which conditions qualify for the
payment will only add administrative burden for physi-
cian practices and payers, and will be unlikely to lead to
better quality care. It would be better to be inclusive
initially, and then later exclude specific types of condi-
tions if they are being used as the basis for billing for
Condition Management Payments when no significant
regular or proactive services are provided or needed. If
there is evidence that a physician practice is abusing
this flexibility, that practice could be excluded from the
Patient-Centered Payment system rather than over-

complicating the system for practices that are using it
appropriately.

¢. Physician Practices Eligible for
Condition Management Payments

Patients should have the ability to choose which physi-
cian practice will help them in managing their chronic
condition. Some patients will want or need their primary
care practice to do this. Other patients will want or need
to have a specialist practice do so, even if the patient
continues to receive wellness care and occasional acute
care from the primary care practice. There are multiple
reasons for this:

® |n some cases, the patient’s primary care practice
may not have the expertise or resources to appropri-
ately manage the patient’s chronic condition(s), par-
ticularly if the patient has a severe or unusual form of
the condition(s) or if standard treatments are not ef-
fective or have problematic side effects, and so ongo-
ing chronic condition management by a specialist
practice will be necessary.

® |n other cases, a specialist practice may need to pro-
vide services initially until an effective treatment and
management plan is identified, and then a primary
care practice can deliver the services under the plan
on an ongoing basis.

e |n still other cases, a specialist practice that diag-
nosed the patient’s condition or developed a care
plan for it may not be able to provide ongoing man-
agement of the patient’s condition even if it were de-
sirable for it do so, e.g., if the specialist practice is
located in a different city or if it does not have the
capacity to take on management of an additional pa-
tient, and so the patient’s primary care practice will
need to provide the care for the condition on an ongo-
ing basis.

® Some patients who are receiving chronic condition
management services from a primary care practice
may need to temporarily receive those services from a
specialty practice rather than the primary care prac-
tice, such as when the patient experiences an acute
condition that complicates management of the chron-
ic condition (e.g., the patient becomes pregnant and
the medications she had been taking for the chronic
condition would be problematic to continue using dur-
ing her pregnancy).

® A patient might need to switch temporarily from one
physician practice to another for a period of time,
such as when the patient is temporarily living in a dif-
ferent community. In these cases, the patient can
stop receiving chronic condition management ser-
vices from their primary care practice or their current
specialty care practice and then begin receiving them
again when the reason for the change has ended.
Since the payments are monthly, a physician practice
can receive the monthly payments for a particular
patient only during the months when the practice is
actually providing the services to that patient.

The best way to determine which physician practice has
responsibility for providing condition management ser-
vices to a patient is to have the patient explicitly enroll
with that practice to receive those services. This is pref-
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erable to the “patient attribution” systems currently used
by Medicare and health insurance plans to determine
when a physician practice should receive a monthly pay-
ment for a patient.53 This also allows multiple practices
to be involved in delivering different aspects of a pa-
tient’s care.

d. Payments for Patients With Greater Needs

There are at least three types of patients for whom the
monthly Condition Management Payments will need to
be higher because the physician practice will need to
spend significantly more time delivering services to the
patients:

® Patients Receiving Initial Treatment for a Chronic Con-
dition. A physician practice will need to spend a signif-
icant amount of time with a patient who has been
newly diagnosed with a chronic condition in order to
provide education and assistance to the patient in
implementing the care plan developed for the condi-
tion and to make any revisions to the care plan based
on (1) any problems the patient experiences in imple-
menting the care plan, and (2) whether the care suc-
ceeds in improving the patient’s health.

A higher Initial Condition Management Payment will
be needed during at least the first month of care in
order to support this additional time. For some chron-
ic conditions, and for patients with complex needs,
the Initial Condition Management Payment may need
to continue for several months to allow adequate time
for the care plan to be fully implemented (e.g., if dos-
ages need to be phased in), to assess the efficacy of
the treatment(s), to identify any adverse side effects,
and, if necessary, to make modifications to the care
plan and test their feasibility and effectiveness. When
a care plan has been established that is expected to
continue for an extended period of time and there is
no longer a need for transitional assistance to the
patient in implementing it, Initial Condition Manage-
ment Payments can end and the practice can then
begin receiving the standard monthly Condition Man-
agement Payments appropriate for the patient.

e Patients With Comorbidities or Barriers to Care. Some
patients have a combination of health conditions or
have other characteristics (often referred to as “social
determinants of health”) that make the patient more
susceptible to serious exacerbations or complications.
Significantly different or more intensive approaches
may be needed for preventing and responding to dis-
ease exacerbations and complications of treatment
for these patients. A higher monthly Condition Man-
agement Payment for a Complex Patient will be need-
ed to enable adequate time to be spent in providing
the more intensive level of care management and
assistance these patients require.

Patients should not be considered to have a complex
condition simply because they have multiple chronic
diseases; many patients have comorbidities that a
physician practice routinely manages in a coordinated
way. For example, a high percentage of patients with
diabetes also have hypertension and/or hyperlipidem-
ia; the appropriate treatment for patients with diabe-
tes includes management of hypertension and hyper-

lipidemia, so a patient who has two or more of these
conditions should not be classified as having a com-
plex condition solely on that basis.

On the other hand, a patient who has no chronic dis-
eases other than diabetes, but who has other charac-
teristics that make standard approaches to treatment
and management of diabetes very difficult or impossi-
ble (e.g., poverty, blindness, deafness, paralysis,
homelessness, illiteracy, etc.) will require significantly
more time and assistance, so such a patient would
generally be appropriate for this “complex patient”
category even though they only have one chronic dis-
ease. A patient who has two chronic diseases that co-
occur less frequently and where the standard ap-
proaches to treating each disease can be in conflict
would also be appropriate for this category.54 This is
true even if the physician practice is only directly re-
sponsible for care of one of the diseases, because of
the extra time needed to coordinate services deliv-
ered by the practice(s) managing the other disease(s).

Because of the diversity of factors that can make de-
livery of care more difficult, it is not feasible to estab-
lish a fixed set of eligibility rules for this category; in-
stead the physician managing the patient’s condition
would need to make the determination as to whether
an individual patient was appropriate for this category
and document the basis for that determination.
(Patients with an advanced illness can also be includ-
ed in this category, but ideally, they should receive
comprehensive, multi-disciplinary palliative care ser-
vices, either from the primary care practice or a pallia-
tive care provider, that are supported by payments
specifically designed for palliative care.)

e Patients Receiving Complex Treatment Regimens.
Some patients will need to receive medications that
can have dangerous side effects, multiple treatments
that must be carefully sequenced or timed, or treat-
ments that are difficult to use correctly. The staff of
the physician practice will need to spend significantly
more time assisting these patients, and a higher
monthly Condition Management Payment for Complex
Treatment will be needed to support this time.

As with patient complexity, a variety of factors can
contribute to making a particular patient’s treatment
more complex, and some patients will find the same
treatment regimen more difficult to adhere to than
others. Consequently, the physician managing the
patient’s condition should be able to make the deter-
mination as to whether the treatment regimen for an
individual patient is appropriate for this category and
document the basis for that determination.

e. Billing and Paying for Condition Management

Higher payments for the types of patients described
above can be easily operationalized by creating separate
billing codes for each type of patient, as shown in Figure
13.

Each of these categories would be assigned either a
CPT® (Current Procedural Terminology) code by the
American Medical Association’s CPT Editorial Panel or a
HCPCS (Healthcare Common Procedure Coding System)

\ CHQPR

Center for Healthcare Quality and Payment Reform (www.CHQPR.org)

24



FIGURE 13
Monthly Payments for Chronic Condition Management

CPT/HCPCS Patient Treatment Regimen
Code Phase of Care Complexity Complexity Time Period
XX030 Initial Condition Management 1-3 Months
XX031 (Ongoing) Condition Management Monthly
XX032 (Ongoing) Condition Management Complex Monthly
XX034 Initial Condition Management Complex 1-3 Months
XX035 (Ongoing) Condition Management Complex Monthly
XX036 (Ongoing) Condition Management Complex Complex Monthly

Level Il code by the Centers for Medicare and Medicaid
Services (CMS) HCPCS Workgroup. The physician who is
overseeing the patient’s treatment and management
would choose the appropriate CPT/HCPCS code based
on the phase of care, the complexity of the patient, and
the complexity of treatment.

Only one of these codes would be billed for an individual
patient in any given month. A different code could be
used during a month if the patient’s needs changed dur-
ing that month (e.g., the patient developed a new prob-
lem that made care of the chronic condition more com-
plex or the patient’s treatment had to be changed to a
more complex regimen).

If a physician practice bills for one of the Condition Man-
agement Payment codes for a patient during a month, it
would not bill for evaluation and management services
(E/M) fees for any visits that patient makes related to
that chronic condition during that month. If the practice
bills for a monthly payment, it should be expected to see
the patient as often as needed during the month in order
to provide good care for the chronic condition. (If the
physician practice sees the patient for a different rea-
son, then it could bill for an office visit for that.)

Only one physician practice could bill for one of these
codes for the same chronic condition during a single
month, but if a patient had two different chronic condi-
tions that were being managed by two different special-
ists, each specialist could receive a monthly payment for
managing one of the conditions.

This approach is both simpler and more effective than
the approach to “risk adjusting” payments typically used
by Medicare and health insurance plans. In most cur-
rent risk-adjusted capitation and care management pay-
ments, Medicare or the health plan assigns a “risk
score” to the patient and adjusts the monthly payment in
proportion to that risk score. This approach is problem-
atic, however, because risk scores are generally based
only on the types of chronic conditions the patient is di-
agnosed with, not on other characteristics that may
make the patient more complex in terms of chronic con-
dition management, and there are no adjustments for
the complexity of the treatment regimen nor for patients
who are receiving treatment for the first time. Moreover,
this risk adjustment approach cannot be implemented
directly in the standard billing and claims payment sys-
tems currently used by physician practices and health

insurance plans, because the health plan has to calcu-
late the risk score for each patient and multiply that by a
default fee in order to determine the actual payment
amount, so the physician practice cannot determine in
advance what the payment will be.

2. Accountability for Quality and Utilization

Flexible, monthly Condition Management Payments with
higher payment amounts for patients with greater needs
enable a specialty practice to deliver proactive, team-
based care to a patient with a chronic condition, but they
do not assure that the patient will receive appropriate or
high-quality care. Consequently, a patient-centered pay-
ment system also needs effective mechanisms for en-
suring that each patient receives the most appropriate
services for their specific condition, that the patient does
not receive inappropriate or unnecessary services, and
that services are delivered in the most effective way pos-
sible.

a. Problems with Current Approaches

As discussed in Section Il, a number of different “value-
based” payment systems have been created to encour-
age or require high-quality care and reduce unnecessary
services, but these approaches have been ineffective in
improving the overall quality of care for patients with
chronic conditions, they are administratively burden-
some, and they can make it more difficult for patients
with complex and difficult-to-manage conditions to ob-
tain the type of care they need.

In addition, in an effort to prevent physician practices
from ordering or delivering unnecessary and unneces-
sarily-expensive services, many health insurance compa-
nies require a physician to obtain “prior authorization”
from the insurance company before the company will
pay for certain kinds of medications, tests, or proce-
dures ordered or delivered by the physician. These prior
authorization processes are extremely problematic55 for
several reasons:

e |f there is no clear evidence to guide the physician’s
decision about which services to use, there is also no
clear evidence to guide the health insurance compa-
ny’s decision, and the insurance company has far less
information about the patient’s symptoms, history,
and characteristics to inform its decision than the
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physician does. As a result, there will still be variation
in what services are delivered, but the variation will be
driven by differences in the prior authorization rules
and decisions made by different health plans and dif-
ferent health plan employees, rather than differences
in patient needs.

® Seeking prior authorizations from health plans and
challenging inappropriate denials by the health plans
requires the physician practice to spend a large
amount of time and money5¢ that does nothing to im-
prove patient care. It also requires the health plan to
spend money on staff to review and decide on prior
authorization requests. There is no evidence that the
savings, if any, from reductions in unnecessary ser-
vices exceeds the costs incurred by both payers and
physician practices to carry out these processes.

® Most prior authorization requests are ultimately ap-
proved, so the process merely delays the delivery of
care the patients would have received anyway. In
some cases, these delays can lead to bad outcomes
for patients.

Clearly, a better, more patient-centered approach is
needed to ensure high-quality care and to reduce utiliza-
tion of unnecessary services.

b. Ensuring Patients Receive Appropriate,
Evidence-Based Care

The best way to ensure that each patient receives appro-
priate services is for the physician practice receiving the
Condition Management Payment to deliver services con-
sistent with an evidence-based Clinical Practice Guide-
line (CPG) or a Clinical Pathway:

® As discussed in Section Ill.D, each patient who is diag-
nosed with a chronic condition should have a written
care plan designed specifically for that patient based
on the recommendations in an evidence-based Clini-
cal Practice Guideline or Pathway. Since health plan
prior authorization programs are supposed to author-
ize or deny services based on evidence about the ef-
fectiveness of the service rather than its cost, there
would be no need for a health plan to review and ap-
prove a service that was selected based on evidence-
based guidelines.

® When the patient begins treatment, they should re-
ceive the services specified in that care plan. If the
services are ineffective in controlling the patient’s
symptoms or preventing exacerbations of the disease,
if the treatments have problematic side effects for the
patient, or if the patient is unable or unwilling to use
the treatments or implement the necessary lifestyle
modifications recommended by the CPG, then the
physician practice will need to modify the care plan.
Modifications should be based on both the evidence
and on what services are feasible and effective for the
individual patient. These kinds of changes are most
likely to occur during the initial treatment phase of
care, but could also occur after a care plan has been
working successfully for a period of time if the pa-
tient’s characteristics or needs change. If the physi-
cian makes the changes after consulting current evi-
dence-based guidelines, there would be no need for
prior authorization from a health plan.

e [f a new treatment is developed that is more effective
than the treatment the patient is currently receiving,
or if new evidence becomes available regarding the
effectiveness of the services a patient is currently
receiving, the physician practice should use a shared
decision-making process with the patient to deter-
mine whether changes should be made to the pa-
tient’s care plan. This can occur at any time.

Requiring that the physician practice utilize evidence-
based guidelines in implementing a care plan in order to
receive Condition Management Payments is a far more
efficient and effective way to ensure that patients re-
ceive appropriate services than either current quality
measurement systems or utilization control programs
such as prior authorization:

® Quality measures generally focus only on one or two
services or outcomes that the “average” patient is
expected to receive or achieve, not the full range of
services that are appropriate for an individual patient
or the services or outcomes that are most feasible
and appropriate for patients with more complex
needs. Moreover, there is generally no mechanism
for adjusting the quality measure calculation to reflect
the subset of patients who need different services
when standard therapies are ineffective or cause
problematic side effects.

® Since prior authorization, step therapy, and similar
requirements focus solely on reducing the use of ex-
pensive treatments, they do nothing to ensure that
patients who need specific treatments are receiving
them.

Operationalizing a requirement to use evidence-based
guidelines can be done by requiring the physician prac-
tice to attest to two things in order to bill a payer for one
of the monthly Condition Management payments listed
in Figure 13:

® The physician practice would attest that the patient
for whom the bill is being submitted has a written
care plan that was developed using the most current
Clinical Practice Guideline or Pathway; if the care plan
deviates from the recommendations in those guide-
lines, the physician would attest that the deviation
was necessary and the reasons for the deviation are
documented in the patient’s clinical record.

® The practice would attest that the patient received all
of the services specified in the care plan during the
month, unless the patient was unable or unwilling to
use the services and the circumstances are docu-
mented in the patient’s clinical record.

This is the same approach that is used in current fee-for-
service payment systems to assure that a physician
practice has delivered the service that it is billing for.
For example, when the physician practice submits a bill
for an office visit, it is attesting that it had the visit with
the patient and that the physician spent either a mini-
mum amount of time in conjunction with the visit or that
the decision-making in the visit involved a minimum lev-
el of complexity. The practice does not have to submit
any documentation to the health plan to prove that a
visit occurred or that a specific amount of time was
spent, but it maintains documentation in the clinical
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record that can be used, if necessary, to show that the
billing was done properly.

c. Assessing Patient Needs and Outcomes

Although following the written care plan ensures that all
planned treatments and other services are delivered to
the patient each month, the physician practice also
needs to ensure that the patient receives appropriate
services when problems arise and that the services de-
livered address those problems. This requires that the
physician practice proactively monitor the patient’s con-
dition to identify problems and follow up with the patient
to assess the outcomes of the services delivered.

Consequently, in addition to using an evidence-based
Clinical Practice Guideline or Pathway to develop and
modify Care Plans, the physician practice needs to use a
Standardized Assessment, Information, and Networking
Technology (SAINT) to help it monitor the patient’s chron-
ic conditions. A SAINT provides a systematic way for a
patient to provide the physician practice with actionable
information about any physical and emotional problems
the patient is having and whether the services the prac-
tice is providing to the patient are addressing the issues
that are of most concern to the patient.57

A successful SAINT will have the following characteris-
tics:s8

e Easy to Use and Affordable for the Physician Practice.
The SAINT must allow the physician practice to both
collect and access information about patients’ needs
in a way that does not require a large amount of time
by the physician and other practice staff and does not
require a significant upfront or ongoing cost in terms
of equipment and software.

® Provides Timely, Actionable Information to Guide Care.
The information provided by the SAINT needs to tell
the practice whether the patient has a problem now,
rather than what problems may have existed in the
past, and the information needs to be specific enough
to allow the practice to determine what initial action to
take in response.

e Enables and Encourages Patient Participation. Ideal-
ly, the physician practice would receive information
from all of the patients in the practice on a regular
basis. Because the information describes problems
and priorities from the patients’ perspective, patients
have to be both willing and able to provide the infor-
mation to the physician practice. This not only means
the SAINT has to be easy for patients to use, but pa-
tients need to feel that submitting the information will
actually result in better care, and they must not be
concerned that the information will be inappropriately
shared or misused in any way.59

How’s Your Health is a SAINT that meets all of these
criteria:

® |t operates through a web-based platform
(www.HowsYourHealth.org) that is free for physician
practices and easy for patients to use.

® |t generates a summary measure called the What Mat-
ters Index (WMI) that identifies which patients are
experiencing problems and assesses key patient out-
comes.60 The WMI has been shown to predict health

care spending as well or better than other commonly-
used risk stratification/prediction tools.61

® |t enables patients to identify specific risk factors,
concerns about their health, and problems they have
had getting appropriate help so the physician practice
can better plan how to assist them.62

® The detailed information submitted by the patient can
remain confidential and the patient can decide what
information to share with the physician practice or
other healthcare providers.

Although How’s Your Health was designed for primary
care practices, it can also be used by a specialty care
practice to manage patients with chronic diseases.
How’s Your Health provides information similar to other
methods of surveying patient-reported outcomes, but in
a more cost-effective way. It also provides more immedi-
ate information about the patient’s experience of care
more cost-effectively than the Consumer Assessment of
Healthcare Providers and Systems (CAHPS) survey cur-
rently used to assess patient experience®3 and it avoids
the problems associated with patient “satisfaction” rat-
ings.64

d. Tying Payments to Outcomes

Most patients will achieve good outcomes if their physi-
cian practice delivers services consistent with evidence-
based Clinical Practice Guidelines. However, for pa-
tients with unique needs, there may be no clear evi-
dence as to what should be done, or the evidence-based
treatment may turn out to be ineffective or problematic
for the patient. In addition, proactive outreach and care
management services can be delivered in multiple ways,
and even if a specialty practice is delivering these ser-
vices to patients, it may not be delivering them in the
most effective way. Using a SAINT to assess how pa-
tients are doing will enable the physician practice to
identify when current approaches to services are not
working, but it does not assure that the practice will ac-
tually use the information to identify problems in care
delivery and make improvements.

For many chronic diseases, the clearest signal that a
patient may be receiving the wrong treatments or that
care management services are not being delivered ef-
fectively to the patient is if the patient has to be hospital-
ized for an exacerbation or complication of their chronic
condition. It is impossible for any physician practice to
prevent all such hospitalizations, partly because it is
impossible to prevent all exacerbations and complica-
tions, and partly because the need for hospitalization
will depend on what the patient does or does not do
when an exacerbation occurs. However, if the patients
at a particular physician practice have a significantly
higher rate of hospitalizations than similar patients at
other practices, it is reasonable to believe that the prac-
tice is not delivering treatment and care management
services as effectively as possible.

Some value-based payment systems attempt to encour-
age improved performance by increasing or decreasing
all of the payments to the physician practice based on
the overall rate of hospitalizations for patients in the
practice.t5 However, this approach is problematic for
several reasons:
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® The hospitalization measure often includes all hospi-
talizations for any reason, not just those related to the
chronic condition that the physician practice is man-
aging, which means the practice can be penalized if
its patients have other health problems that require
hospital treatment.

® Although exacerbations are more likely among some
patients with a chronic disease than others, the hospi-
talization rates are typically not adjusted for all of
these differences among patients. As a result, one
physician practice may have a higher hospitalization
rate than other practices because of differences in
the patients it is caring for, not because it is delivering
care less effectively.

® The bonuses and penalties are based on hospitaliza-
tion rates in a prior year, so a practice that is deliver-
ing poor-quality care today could actually be paid
more than other practices (assuming it had performed
better in the past), and vice versa.

® The amount paid for services to an individual patient
is based on the average hospitalization rate for all
patients, not based on the care the individual patient
received. As a result, an individual patient (and their
payer) will have to pay for services even if they had to
be hospitalized because their care failed to address
their needs, and they may even have to pay more for
those services if most other patients were able to
avoid being hospitalized and the practice qualified for
higher payments based on that performance.

® The increase in payment based on good performance
may be too small to pay for the additional services the
practice must deliver or the different approach to ser-
vice delivery it needs to use in order to achieve good
outcomes for higher-need patients.

A patient-centered approach to outcome-based payment
should be structured very differently:

® There should be no payment for ongoing chronic con-
dition management during a month in which hospitali-
zation occurs. Following the initial months of treat-
ment, the physician practice should not bill for a Con-
dition Management Payment for a patient during a
month in which the patient was hospitalized for an
exacerbation of the chronic condition or a complica-
tion of treatment for that condition. This is not a
“penalty” per se, but rather a reflection of the fact that
much of the patient’s care during that month was pro-
vided by the hospital, not the physician practice. This
should not apply to the Initial Condition Management
Payments, however, since a new patient could experi-
ence disease exacerbations requiring hospitalization
until the physician practice is able to find a treatment
and care plan that will work effectively for the patient.

® Monthly Condition Management Payments should be
set at levels that will generate sufficient revenue dur-
ing the year to cover the expected cost of effective
care, assuming that some hospitalizations will occur
no matter what the physician practice does. In the
payment categories in Figure 13, the payment
amounts in the categories for patients with higher
needs and patients receiving more complex treat-
ments would be higher both because the patient will

need more proactive services and because the risk of
hospitalization will be higher.

e. Quality Assurance in Patient-Centered Payment
vs. Current Payment Systems

In summary, under Patient-Centered Payment for Care of
Chronic Conditions, the physician practice would only be
able to bill for and be paid for a monthly Condition Man-
agement Payment if three criteria were met:

® The practice had delivered (or ordered) all of the ser-
vices during the month that were recommended for
the patient by an appropriate Clinical Practice Guide-
line or Pathway, and it did not deliver or order any
services that were not recommended by such guide-
lines, unless there was a patient-specific justification
for deviating from the guidelines that was document-
ed in the patient’s clinical record.

® The practice used a SAINT to monitor the patient’s
health in order to identify any problems the patient
was having and to provide appropriate services in
response.

® The patient was not hospitalized during the month for
an exacerbation of their chronic disease or for a com-
plication of the treatment they were receiving for the
disease.

If any one of those criteria is not met for a particular pa-
tient during the month, the physician practice would not
receive a Condition Management Payment for that pa-
tient for that month.

This is a much higher standard of quality than exists
under the current fee-for-service system or any current
value-based payment system. Under current payment
systems, the practice would be paid for an office visit or
for care management services even if:

e the patient failed to receive all of the services recom-
mended by evidence and there was nho documented
justification for this;

® the patient received unnecessary or unnecessarily-
expensive services;

® the practice did nothing to proactively monitor the
status of the patient’s health; and/or

® the patient was hospitalized for an exacerbation of
their disease or a complication associated with their
treatment.

This also provides much greater assurance of quality
than existing approaches to quality measurement and
performance-based payment. Current quality measures
assess only specific types of services for specific types
of patients, whereas Clinical Practice Guidelines have
much broader standards as to what services are appro-
priate and necessary. Moreover, under current perfor-
mance-based payment systems, a patient or their insur-
ance plan still pays for services to a patient even if those
services did not meet the standards specified in quality
measures, whereas under Patient-Centered Payment,
there would be no payment for the patient unless evi-
dence-based services were delivered to that patient.
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f. Improving Clinical Practice Guidelines

Using evidence-based guidelines for condition manage-
ment will result in better outcomes for patients as long
as there is evidence available as to what services will
improve outcomes for the patients. As with diagnosis,
evidence developed through small, controlled studies
with selected patients may not apply to more diverse
patient populations, and if there is little or no evidence
available, a guideline may not exist or the guideline may
not be appropriate for a specific patient. In these cases,
physicians will need to deviate from the guidelines.
However, the outcomes of treatment and management
in these cases should ideally be analyzed in order to
better guide decisions in the future.

As discussed in Section III.C.2 in conjunction with diag-
nosis, a Standardized Clinical Assessment and Manage-
ment Plan (SCAMP) is a form of Clinical Practice Guide-
line/Pathway that is explicitly designed to allow devia-
tions from guidelines in appropriate situations and to
use information about the circumstances and reasons
for deviations and the outcomes of those choices in or-
der to improve the guidelines.66

The outcome information derived from the SAINT will
support this approach. Portions of the outcome infor-
mation provided by the patient should be combined with
information in the patient’s clinical record and submitted
to a Clinical Data Registry (CDR) so that it can be ana-
lyzed and used to improve evidence-based guidelines.
As described in more detail in Section Ill.C, a CDR is a
database that assembles information from multiple phy-
sician practices in a way that supports analysis and re-
search on the effectiveness of different approaches to
diagnosis and treatment for patients with specific char-
acteristics.

Since creating and maintaining registries is an expensive
endeavor both for the specialty societies that manage
them and for the physician practices that submit data to
them, in order to support a true SCAMP process, the
Condition Management Payments need to be large
enough to enable specialists to participate in CDRs and
to spend the time needed to document not only the rea-
sons for deviations from guidelines, but also the out-
comes for the patients.

3. Adequacy of Payment

a. Challenges in Determining
Adequate Payment Amounts

The amounts of the Condition Management Payments
have to be sufficient to cover the time and cost involved
for both the physician and other practice staff to provide
high-quality services and support to patients in each of
the categories of Condition Management Payments de-
scribed in Figure 13. Many of the most important as-
pects of care for a chronic condition are not delivered in
office visits with physicians, particularly the support pro-
vided to patients by nurses and other practice staff who
cannot directly bill for services and whose time is not
currently counted in determining which fee can be billed.
Unfortunately, there is very little published research
available on how much time is currently spent on these
activities, how much time is needed to provide high-
quality care for a patient with a chronic disease, and
how much more time is needed for patients who have a
complex condition or are receiving a complex treatment
regimen.

It will likely be impossible to know exactly how much
time is required to carry out these tasks until payments
are adequate to support performing them. As with the
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Diagnosis Payments and Care Planning Payments, the
only way to resolve this “chicken and egg” problem will
be to begin using Condition Management Payments with
payment amounts based on best estimates of time and
costs (accepting the reality that those amounts may not
be exactly right), allow specialty practices to use the pay-
ments to deliver high-quality care management services,
gather data on how much time is actually needed to do
this, and then refine the payment amounts over time as
those data become available.

b. Time Needed for Care of Established Patients
With Non-Complex Conditions

The only published estimate of the time required for care
of patients with chronic conditions was based on the
amount of time that a primary care physician would need
to spend in order to follow clinical guidelines for care of
such patients.6” The study estimated that a physician
with a typical primary care patient panel (2,500 patients)
would need to spend 2,484 hours per year on chronic
disease care for the subset of patients who had one or
more chronic conditions.6® Assuming that 45% of the
patients in the total patient panel had at least one
chronic condition®® (i.e., 1,125 patients), this translates
into an average of 2.2 hours per chronic condition pa-
tient per year (the equivalent of about six 20-minute vis-
its).

Another study estimated that 25-47% of this time could
be delegated to a nurse (or other non-clinician staff
member).70 If one assumes that a nurse is available and
that 40% of the required time is delegated to the nurse,
the physician would spend a total of about 72 minutes
per year per patient, and the nurse would spend about
48 minutes per year.

These estimates are likely too low for truly patient-
centered chronic care, for the following reasons:

e Additional time would be needed for the physician to
consult, apply, and document the use of Clinical Prac-
tice Guidelines for each patient and to communicate
with the patient’s primary care physician. It seems
reasonable to assume that the physician would need
to spend at least 10-15 minutes each year on these
tasks for each patient with a chronic condition.

® Since the estimates were based on what the physi-
cian would be expected to do in office visits and what
portion of those tasks could be delegated to a nurse,
the estimates did not include any provision for addi-
tional time that should be spent by a nurse or other
member of the practice staff in (1) proactively contact-
ing patients to monitor their symptoms, or (2) re-
sponding to calls from patients between visits to ask
about worrisome symptoms, how to use medications,
etc. It seems reasonable to assume that the nurse or
other staff would need to spend an average of at least
an additional hour per patient per year to perform
these tasks.

In combination, these estimates imply that providing
quality care for a group of patients with a chronic condi-
tion would require the physician, nurse, and other prac-
tice staff to spend an average of at least 3.5 hours per
patient per year, or about 17 minutes per patient per
month. This average amount is not intended to repre-

sent the amount of time needed for each individual pa-
tient; some patients will need more time than this, while
others will need less. The amount of time an individual
patient needs may vary from year to year as well as from
month to month.

This estimate of average time is consistent with the
amount of time that the staff of a diabetes clinic at an
academic medical center reported spending managing
the care of patients with diabetes.”® Physicians and
nurse practitioners spent an average of about 1.2 hours
per patient per year, and nurses and other clinic staff
spent about 2 hours per patient per year, for a total of
3.2 hours per patient per year. The study noted that
there was no payment for the time spent by the nurses
and other clinic staff helping patients in between physi-
cian visits.

c. Time Needed for Care of Established Patients
With Complex Conditions

Patients with complex conditions and those receiving
complex treatments will require more time from both the
physicians and from the nurses and other care manage-
ment staff. However, there are no data available on how
much time is needed to provide effective chronic condi-
tion management services to such patients, so assump-
tions will need to be made about the additional time
needed.

Time Needed for Physician Services

Current Medicare payments for office visits with estab-
lished patients are 40% higher if more complex medical
decision-making is required, and the payment is twice as
high for a visit requiring high-complexity decision-making
than for a visit with low-complexity decision making.”2
Assuming similar ratios apply to the differences in the
average monthly time spent by physicians in providing
condition management services to patients, one can
estimate that the physician would spend about 2 hours
per year for patients with a complex condition or com-
plex treatment, and about 3 hours per year for patients
with both a complex condition and complex treatment.

Additional time would be needed for the physician to
consult, apply, and document the use of a Clinical Prac-
tice Guideline or Pathway for each patient and to com-
municate with the patient’s primary care physician and
any other specialists involved with the patient’s care. It
seems reasonable to assume that the physician would
need more time to do this for a complex patient than for
a non-complex patient, e.g., about 5 minutes per month.

Time Needed from Other Practice Staff

Currently, Medicare will pay an additional fee to a physi-
cian practice if a nurse or other member of the practice
staff spends the following amounts of time during a
month providing care management services to the fol-
lowing types of patients:

® 30 minutes for a patient with one “complex chronic
condition expected to last at least 3 months and that
places the patient at significant risk of hospitalization,
acute exacerbation/decompensation, functional de-
cline or death.” The condition must require “frequent
adjustments in the medication regimen” and/or the
“management of the condition is unusually complex
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due to comorbidities.” (CMS refers to this as “Principal
Care Management.”)73

® 20 minutes of time for a patient with “multiple (two or
more) chronic conditions expected to last at least 12
months, or until the death of the patient.” The condi-
tions must “place the patient at significant risk of
death, acute exacerbation/decompensation, or func-
tional decline.” Although CMS describes this as “Non-
Complex” Chronic Care Management, many of the
patients defined earlier as having a “complex condi-
tion” would meet the CMS eligibility criteria. Medicare
pays an even higher fee if at least 40 minutes of time
is spent.74

® 60 minutes of time for a patient with “multiple (two or

more) chronic conditions expected to last at least 12
months, or until the death of the patient” that “place
the patient at significant risk of death, acute exacer-
bation/decompensation, or functional decline,” if
“moderate or high complexity medical decision mak-
ing” is required. (CMS refers to this as “Complex
Chronic Care Management.”)7s

CMS has not provided any rationale for the minimum
times of 20 minutes and 30 minutes of care manage-
ment services the practice staff must deliver during the
month in order to be paid for the services, nor has it pro-
vided any rationale as to why less time is required for
management of patients with two chronic diseases than
those who have one disease.”® When CMS first pro-
posed a fee for chronic care management services to
patients with two or more conditions, it planned to make
one payment for a three-month (90 day) period, and non-
physician staff would have been required to provide a
minimum of 60 minutes of services to the patient over
the course of the three months.”” However, CMS decid-
ed to modify the proposal and pay separate fees for
each month of care management rather than a single
fee for three months. When this was done, the 60-
minute minimum for three months was converted into a
minimum of 20 minutes each month.7®8 Requiring a min-
imum of 20 minutes each month is far more restrictive
than requiring a minimum of 60 minutes every 90 days.
For example, if the staff in a physician practice spend 25
minutes on care management for a patient each month
for two months and 10 minutes in the third month, the
practice would only qualify for fees in the first two
months, even though 60 minutes in total was spent over
the course of 90 days. Spending 30 minutes each

month for two months would only qualify for the one pay-
ment each month, but spending 40 minutes one month
and 20 minutes the next month would qualify for an ad-
ditional payment for the extra 20 minutes in the first
month, even though the total time spent is the same
over the two-month period. This creates a perverse in-
centive for the practice staff to spend more time with a
patient than is actually necessary in order to qualify for
payment, or even to delay spending all of the extra time
a patient needs until a subsequent month in order to
qualify for payment in that month.

A more patient-centered approach would be to use 30
minutes per month as an estimate of the average time
needed per month to provide care management for pa-
tients with a complex condition or complex treatment, to
provide a payment each month that is adequate to sup-
port that amount of time on average, and to require that
the patient receive the care management services they
need without requiring any specific amount of time be
spent on that during the month. Since patients with
both a complex condition and complex treatment will
need more time than patients with only one of those
characteristics, it could be assumed that an average of
40 minutes per month would be needed for them.

Total Time for Established Patients
With Complex Conditions

Figure 15 shows these estimated times for patients with
complex chronic conditions and/or complex treatments
as well as the estimated times for patients with non-
complex conditions discussed earlier. The combination
of physician and nursing time would average 45 minutes
per month for a patient who has either a complex condi-
tion or who receives a complex treatment regimen -
which is about three times as much as for patients with
non-complex conditions - and 60 minutes per month for
the patients with both complex conditions and complex
treatments.

d. Time Needed for Initial Management of
Patients With Chronic Conditions

The time estimates above represent the time required
for ongoing management of the patient’s condition after
a feasible and effective treatment and care plan has
been identified. As discussed earlier, much more time
will generally be needed during the initial month of treat-

FIGURE 15
Estimated Time Needed to Deliver Ongoing Condition Management Services
Physician Nurse Physician Average
Time Time Documentation Total
Treatment with with & Coordination Time
Patient Regimen Patient Patient with Primary | Per Month
Phase of Care Complexity | Complexity | (Minutes | (Minutes) | Care (Minutes) | (Minutes)
(Ongoing) Condition Management Non-Complex 7 9 1 17
(Ongoing) Condition Management Complex 10 30 5 45
(Ongoing) Condition Management Complex 10 30 5 45
(Ongoing) Condition Management Complex | Complex 15 40 5 60
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ment, or even the first several months of treatment, than
in later months because of the need to (1) provide pa-
tients with education about their condition, about the
treatment they will be receiving, and about the steps
they need to take in self-management, and (2) to moni-
tor and make adjustments to the initial care plan based
on whether it is feasible for the patient to adhere to it
and whether it is effective in controlling the patient’s
condition. Patients who are receiving a complex treat-
ment regimen will likely require an even higher amount
of time.

Time Needed for Physician Services

It is reasonable to expect that the patient’s physician
would see them at least once during the month after
treatment begins. An office visit during this period would
likely qualify as at least “moderate complexity” and
therefore require at least 30 minutes of the physician’s
time (i.e., a Level 4 Evaluation & Management Services
visit). A visit with a patient receiving a complex treat-
ment regimen would likely qualify as “high complexity”
and require 45 minutes of time, i.e., 50% more. If the
initial treatment period needs to extend longer than a
month, then it could similarly be assumed that the physi-
cian would see the patient once during each of those
months, either in person or through a telehealth visit.

Additional time would be needed for the physician to
consult, apply, and document the use of Clinical Practice
Guidelines for each patient and to communicate with the
patient’s primary care physician and any other special-
ists involved with the patient’s care. This will likely take
a significant amount of time during the initial month of
treatment, particularly if adjustments are being made in
treatment and care management services, so it seems
reasonable to assume that the physician would spend
about 10 minutes during the month on these tasks in
addition to the time spent with the patient.

Time Needed from Other Practice Staff

During the initial month(s), the nurse or other practice
staff should be providing the patient with extensive edu-
cation about their condition, about the treatment(s) they
are receiving, and about self-management approaches.
As a result, far more time will need to be spent with the
patient than in later months. If the nurse spends an
average of 15 minutes per week with the patient, that
would total 60 minutes for the month. If one assumes
that a patient with a complex treatment regimen re-
quires 50% more time, that would represent 90 minutes
for the month.

Total Time for Patients Receiving
Initial Condition Management

Figure 16 shows these estimated times for patients dur-
ing the initial month of treatment (or the initial months, if
more than one month is needed). The combination of
physician and nursing time would total 100 minutes (i.e.,
one hour and 40 minutes) during the month, and 145
minutes (i.e., two hours and 25 minutes) for a patient
who is beginning a complex treatment regimen.

e. Cost of Delivering
Condition Management Services

Figure 17 summarizes the estimated times that would
be spent by physicians and other practice staff providing
condition management services for patients in each of
the categories in Figure 13.

Estimates of the dollar cost associated with the time
spent by physicians and by nurses were developed in
Sections IV.C.3 and IV.D.3 in conjunction with Diagnosis
Payments and Care Planning Payments. These can be
used to translate the estimated times in Figure 17 into
estimates of the amounts needed for the Condition Man-
agement Payments. Although many aspects of care
management services can be provided by staff other
than a nurse (e.g., diabetes educators, social workers,
pharmacists, behavioral health specialists, and medical
assistants), small practices will not have enough pa-
tients to support teams with more specialized skills.
Payments that are adequate to support time spent by a
nurse will generally also be adequate to support a staff
with more diverse skKills, but the reverse may not be true.
Consequently, the cost and payment estimates here will
be based on the costs of employing a nurse to carry out
tasks that are not performed by the physician. (Section
III.H.3 shows how the payments could support different
types of staff in a larger practice.)

Many patients with a stable chronic condition could have
their treatment and care directed by a nurse practitioner
rather than a physician, which would result in a lower
hourly cost for the clinical component of the time in-
volved in these patients’ care. However, a small special-
ty practice, such as a practice in a rural area, may not
have enough patients to require the time of two clini-
cians, particularly if the practice has one or more nurses
and the physician can delegate an appropriate portion of
their care management tasks to the nurse. Payments
that are adequate to support a practice with two physi-
cians will also be adequate to support a practice with a

FIGURE 16
Estimated Time Needed to Deliver Initial Condition Management Services
Physician Nurse Physician Average
Time Time Documentation Total
Treatment with with & Coordination Time
Patient Regimen Patient Patient with Primary | Per Month
Phase of Care Complexity | Complexity | (Minutes | (Minutes) | Care (Minutes) | (Minutes)
Initial Condition Management 30 60 10 100
Initial Condition Management Complex 45 90 10 145
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physician and a nurse practitioner, but the reverse is not
true. As a result, the cost and payment estimates here
will assume that all care that cannot be delegated to a
nurse will be performed by a physician.

Based on these assumptions, Figure 18 shows estimat-
ed amounts for Condition Management Payments deter-
mined by multiplying the time estimates in Figure 17 by
the hourly costs for physicians and nurses and adding a
small (3%) margin. As noted earlier, if the specialist
earns a higher annual salary, then the hourly cost of the
practice would be higher and the payment amounts
would need to be correspondingly higher.

It is important to recognize that these payment amounts
are designed to support all of the “evaluation & manage-
ment services” the practice provides, including any visits
the physician has with the patient (whether an in-person
visit in the physician’s office or a telehealth visit) as well
as what are traditionally called care management ser-
vices. A physician practice receiving one of the pay-
ments in Figure 18 for a particular patient would not bill
that patient or their health insurance plan separately for
any individual visits with the patient or for any other spe-
cific types of care management services for which sepa-
rate fees are currently paid.

FIGURE 17
Estimated Time Needed to Deliver Condition Management Services
Physician Nurse Physician Average
Time Time Documentation Total
Treatment with with & Coordination Time
Patient Regimen Patient Patient with Primary Per Month
Phase of Care Complexity | Complexity | (Minutes | (Minutes) | Care (Minutes) | (Minutes)
Initial Condition Management 30 60 10 100
(Ongoing) Condition Management 7 9 1 17
(Ongoing) Condition Management Complex 10 30 5 45
Initial Condition Management Complex 45 90 10 145
(Ongoing) Condition Management Complex 10 30 5 45
(Ongoing) Condition Management Complex | Complex 15 40 5 60
FIGURE 18
Estimated Time and Payment Amounts for Condition Management Services
Estimated
Total Costof | Total | Costof | Costof
Treatment | Physician | Physician | Nurse Nurse | Services
Patient Regimen Time Time Time Time Per Payment
Phase of Care Complexity | Complexity | (Hours) | ($/Hour) | (Hours) | ($/Hour)| Month | Margin | Amount
Initial - 0.67 $211| 1.00 $59 $200 3% $206
Condition Management
(Ongoing) 0.13 $211 0.16 S59 $36 3% S37
Condition Management
(Ongoing) Complex 0.25 $211| 0.50 $59 $82 3% $85
Condition Management
Initial Complex 0.92 $211| 1.50 $59 $282 3% $290
Condition Management
(Ongoing) Complex 0.25 S211 0.50 S59 $82 3% $85
Condition Management
(Ongoing) Complex | Complex 0.33 $211| 0.67 $59 $110 3% $113
Condition Management
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f. Adjusting Payments for
Expected Hospitalization Rates

As discussed in Section IIl.E.2, the physician practice
could be held accountable for outcomes by not paying it
a Condition Management Payment in a month in which
the patient is hospitalized. However, it is highly likely
that at least some patients will be hospitalized no matter
how good the care they receive from the physician prac-
tice. The care should be viewed as successful if it avoids
the high rates of hospitalization commonly experienced
by patients with chronic conditions, particularly patients
with complex conditions, even if it does not prevent all
hospitalizations.

However, since the payments defined in the preceding
section were intended to just cover the practice costs
with a small profit margin, failure to receive the pay-
ments for a small percentage of patients during a month
that they are hospitalized would cause a financial loss
for the practice. Consequently, an adjustment must be
made to the payments so that the physician practice still
receives adequate payment to cover its costs if its pa-
tients are hospitalized at the lowest rate likely to be
achieved. This can be done simply by dividing the pay-
ment calculated in the previous section by the percent-
age of patient-months in which hospitalizations would be
expected not to occur.

For example, Figure 19 shows a hypothetical specialty
care practice providing condition management services
for an average of 1,400 patients per month. For simplic-
ity, it will be assumed that all of the patients have com-
pleted the initial phase of treatment and that none of
the patients have complex needs or are receiving com-
plex treatments. The estimated annual cost of providing
condition management services to these patients is
$621,000 (based on an assumption that one FTE physi-
cian and 1.5 FTE nurses would be needed to provide

ongoing treatment and care management for these pa-
tients).

If one assumes that even with effective condition man-
agement services, 5% of the patients will be hospitalized
for an exacerbation of their condition once during the
course of the year, then paying $37 per month per pa-
tient (the amount calculated in Figure 18) during only
95% of the months would result in a financial loss for
the practice. Consequently, the monthly payment would
need to be increased to $40 per month in order to gen-
erate enough revenue to cover the practice’s cost.

As shown in Figure 19, the higher payment would only
cover the practice’s costs if the actual hospitalization
rate for the patients in the practice is at or below the
expected level. If the patients in the practice are hospi-
talized at a significantly higher rate (10% instead of 5%),
the practice would lose money. There would also be a
financial incentive for the practice to take extra steps to
help its patients avoid hospitalizations; as shown in Fig-
ure 19, reducing the hospitalization rate below the ex-
pected level of 5% would result in a higher profit margin
for the practice.

Patients with more complex conditions will be more like-
ly to experience circumstances requiring hospitalization,
so larger adjustments would be needed to the payments
for care of those patients. Figure 20 shows the adjusted
amounts assuming that 10% of patients with complex
conditions or complex treatments would ordinarily be
expected to be hospitalized during the year and that
15% of patients with both complex conditions and com-
plex treatments would be hospitalized.” No adjustment
would be needed to the Initial Condition Management
Payments because it would be inappropriate to hold phy-
sician practices accountable for patient hospitalization
rates during this initial period of time.

FIGURE 19
Impact of Hospitalization Rates on Practice Revenue
from Condition Management Payments
Hospitalization Rate
As Expected As Expected High Low
Total Patients Per Month 1,400 1,400 1,400 1,400
Hospitalization Rate 5% 5% 10% 1%
Condition Management Payment
Unadjusted Payment Per Patient $37
Adjusted Payment Per Patient $40 $40 $40
Annual Condition Management Revenue $593,000 $638,400 $604,800 $665,280
Annual Condition Management Cost $621,000 $621,000 $621,000 $621,000
Net Revenue ($28,000) $17,400 ($16,200) $44,280
% Margin -4.5% +2.8% -2.6% +7.1%
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FIGURE 20
Condition Management Payments Adjusted for Expected Rates of Hospitalization

Expected
Unadjusted % of Adjusted
Treatment Payment Patients Payment
Patient Regimen Amount Admitted Amount

Code Phase of Care Complexity | Complexity Per Month to Hospital Per Month
XX030 | Initial Condition Management $206 $206
XX031 |(Ongoing) Condition Management $37 5% $40
XX032 |(Ongoing) Condition Management Complex $85 10% $94
XX034 |Initial Condition Management Complex $290 $290
XX035 | (Ongoing) Condition Management Complex $85 10% $94
XX036 | (Ongoing) Condition Management Complex Complex $113 15% $133

4. Patient Access and Choice

a. Choice of Physician Practice

A patient should be able to receive chronic condition
management services from the physician practice that is
best able to address the patient’s needs. Patients who
have severe conditions, uncommon conditions, multiple
chronic conditions, patients for whom standard treat-
ments are not effective or have problematic side effects,
and patients who face barriers in using standard ap-
proaches to care may need specialized expertise or ser-
vices that only certain physician practices can provide.

In many health insurance plans, patients can only re-
ceive full coverage for services if they are delivered by
physicians who are part of a payer-defined network, and
the network is defined primarily based whether the phy-
sicians will accept discounted fees for traditional ser-
vices. This can prevent patients from receiving the ser-
vices that will be most effective for them. Instead, pa-
tients should be able to select any physician practice
that is willing to accept the patient-centered payment
amounts and deliver evidence-based care in return.

b. Patient Cost Sharing

For patients with insurance, there should ideally be no
co-payments or co-insurance for the monthly Condition
Management Payments, nor should they be subject to a
deductible. The goal of these services is to prevent
chronic condition exacerbations from occurring, and
since the savings to the payer (i.e., Medicare or a health
insurance plan) from not having to pay for hospital treat-
ment of exacerbations will likely exceed the cost of the
monthly condition management services, it would be
undesirable to create cost barriers that could discourage
patients from enrolling to receive these services.

If it is necessary to charge cost-sharing, it would be pref-
erable to charge a small co-payment for the initial month

of condition management services, and then no cost-
sharing for the rest of the year. This would be more effi-
cient for both the physician practice and the patient than
billing and collecting small amounts every month (e.g.,
20% co-insurance on the $40 monthly payment would
be $8 every month). This approach could also help en-
sure that only patients who have a chronic disease
needing proactive care management would enroll for the
services, while encouraging patients to continue receiv-
ing the services once they started. If this one-time cost-
sharing amount is less than or equal to the cost-sharing
that would be charged for an office visit with the physi-
cian, then the patient would not have a financial incen-
tive to choose a single office visit with the physician ra-
ther than enrolling for ongoing condition management
services.

Unfortunately, under federal law, Medicare beneficiaries
are required to pay 20% of the cost of any physician fee
unless the service is specifically classified as a required
preventive care service. Paying cost-sharing every
month could deter Medicare beneficiaries from enrolling
for ongoing condition management services, and a re-
quirement to pay more for higher-intensity services
would financially penalize higher-need patients who re-
quire more assistance from the physician practice to
successfully manage their condition. To avoid this prob-
lem, Congress would need to amend the current statute.

35 Patient-Centered Payment for Care of Chronic Conditions

\ CHQPR




F. Payment for Administration
of Medications

For most patients with a chronic disease, their primary
treatment will consist of one or more oral medications
that the patient will obtain from a community pharmacy.
Patients will need education from the practice about how
and when to take these medications, and some will need
advice and/or assistance from the practice regarding
what to do if a medication dose is skipped, if circum-
stances (such as travel) make it difficult to follow the
standard schedule, or if problematic side effects arise.
The monthly Condition Management Payments de-
scribed in the previous section enable the physician
practice to have sufficient staff available to provide the
education patients need and to respond to questions
and concerns in a timely fashion.

For some patients, the appropriate medications cannot
be taken orally, and they will need to be injected or in-
fused by a physician or a nurse. This procedure has to
be performed in person, either in the practice office, in a
hospital or other infusion center, or in the patient’s
home. If the physician practice performs the procedure,
it can bill and be paid for the injection or infusion proce-
dure using fees that are already available. The fees paid
by Medicare for these procedures are supposed to be
set at levels adequate to cover the time spent by the
physician or nurse in performing the procedure and the
equipment involved in doing so.

Although current billing codes for the injection or infu-
sion procedure can continue to be used, a different ap-
proach is needed to pay for the drugs that are used. In
order to administer drugs to patients, the physician prac-
tice has to purchase an inventory of the drugs it expects
to be using, and Medicare and health insurance plans
pay the practice for the drugs after they are adminis-
tered to individual patients. This process is commonly
referred to as “buy and bill.” It is beneficial for patients
because the physician practice can immediately admin-
ister needed drugs without waiting for the drugs to be
shipped to the patient or the practice from an outside
pharmacy, but it requires that the practice pay for the
drugs and wait for reimbursement, and it requires the
practice to set up and staff an internal pharmacy to ac-
quire, store, and dispense the drugs, as well to have
adequate nurses and other staff to administer the drugs
to the patients.

Unfortunately, the methodology used by Medicare and
most commercial payers to pay a physician practice for
the drugs it has purchased is very problematic. Under
the typical approach, which is referred to as “ASP+x%,”
the payment the practice receives for a drug is equal to
(1) the most recent national figure for the “Average
Sales Price” (ASP) of the drug, plus (2) an additional
amount equal to a percentage of the ASP amount.8® The
x% component is intended to cover the additional ex-
penses that the practice incurs (1) to purchase and store
medications, such as the costs of hiring pharmacists and
buying medication storage equipment, and (2) to cover
the loss in revenue the practice experiences if a medica-
tion vial is accidentally broken and cannot be used or if a
patient needs less than a full vial of a drug for their treat-
ment.

In many cases, even with the x% add-on, the total
amount will be less than what the practice had to pay to
obtain the drug from a manufacturer or wholesaler, par-
ticularly for small practices that are not eligible for the
same quantity discounts and rebates offered to larger
practices and health systems. Moreover, the payment
amount will almost always be less than the current price
of a drug when the price of the drug has increased,
since the ASP amount is calculated based on the prices
of drugs in sales that occurred two quarters earlier. As a
result, in many cases, a physician practice will lose mon-
ey if it gives patients the medications they need. In oth-
er cases, the ASP+x% amount could be significantly
higher than the acquisition cost of the drug (for example,
if the drug price has recently been reduced, the ASP
amount would be based on the earlier, higher price),
which means the physician practice would lose money
by not administering the drug, even though it may not be
the best drug for the patients.81

The potential for large losses and profits on drugs ad-
ministered in physician practices should be eliminated
by replacing the current ASP+x% payment for drugs with
a new Practice-Administered Drug Cost (PADC) Payment
that has three components:

1. Payment for Drug Acquisition Cost. The practice
needs to receive a payment equal to the practice’s
actual cost of acquiring the drug the patient re-
ceives. This would ensure that the physician prac-
tice has no financial incentive to avoid using the
drug that will work best for the patient. Since the
practice would be required to follow a Clinical Prac-
tice Guideline or a Clinical Pathway in prescribing
medications, the practice would only use a more
expensive drug if evidence supported doing so.

2. Payment for Wastage/Breakage Losses. An addi-
tional payment equal to a small percentage (e.g., 1-
2%) of the drug cost is needed to cover the expens-
es associated with wastage and breakage. Since
these costs are proportional to the cost of the drug,
this payment component would need to be propor-
tional to the drug cost, but since the percentage
would be very small and designed to cover a specif-
ic cost the practice could incur, it would not create
a financial incentive to use a more expensive drug.

3. Payment for the Costs of Pharmacy Operations. An
additional fixed monthly payment for each patient
enrolled for ongoing condition management is
needed in order to cover the costs of operating the
practice’s pharmacy. The cost of operating a prac-
tice pharmacy will be proportional to the number of
patients treated, not the cost of the drugs used, so
the payment should be a per-patient payment, not
a percentage of drug costs. The amount should be
based on (1) the estimated cost of operating a
pharmacy in a physician practice and (2) the aver-
age number of patients enrolled for condition man-
agement in a practice that has enough patients to
support the staff and equipment necessary for ad-
ministration of drugs. The practice should receive
this payment for all patients who are enrolled for
chronic condition management, not just those re-
ceiving infused or injected medications, in order to
ensure there is no financial incentive to use in-
fused or injected medications on patients who do
not need them.
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In addition to changing the method of paying the physi-
cian practice for the drugs, physician practices should
not be expected to collect large cost-sharing payments
for the drug from patients. For example, Medicare will
currently only pay the physician practice 80% of the
ASP+x% amount; the practice must collect the remaining
20% from the patient unless the patient has supple-
mental insurance to cover that. If a patient cannot af-
ford to pay that amount, the physician practice can incur
a significant financial loss when it administers a very
expensive drug. If this type of cost-sharing is required,
then the percentage used in the second component of
the PADC Payment would need to be increased in order
to create a pool of funds at the practice that it can use to
cover patient bad debt.

G. Payment for Practice-Based Testing

If a patient needs basic laboratory tests in order for their
physician to monitor their chronic condition or evaluate
their medication dosage levels, it would be desirable for
the patient to have the ability to obtain those tests at the
physician practice rather than having to go to a hospital
or separate laboratory, particularly if the patient needs
to visit the practice for other reasons.

There are fees currently available for the laboratory tests
that physician practices can perform, but some of the
fees may not be adequate to cover the costs of the
equipment and supplies with the volume of tests that
would typically be performed in a small physician prac-
tice. Information should be gathered from physician
practices to determine the average cost of providing
common tests that would be desirable to perform on
site, and if those costs are higher than current fees,
higher fees for the tests should be paid to practices that
are receiving the Condition Management Payments.
Because the practice would be following Clinical Practice
Guidelines in ordering tests, and because the payments
for the tests would be based on the estimated costs of
performing the tests, there should not be any concern
about the tests being overused if the payments are in-
creased above current levels.

H. Adequacy of Overall Payments for
Practices

1. Practices Caring for Higher-Need Patients

A good payment system must ensure that a physician
practice or other healthcare provider will receive ade-
quate revenue to support the costs of providing high-
quality care to all types of patients, particularly the pa-
tients who have the greatest needs. Otherwise, provid-
ers will be forced to “cherry pick” the subset of patients
for whom payments are adequate, which would limit
access for higher-need patients and cause disparities in
outcomes.

The Problems with Fee-for-Service Payment

In theory, fee-for-service payment can do a good job of
adjusting a practice’s revenue based on the needs of its
patients, since the practice will receive additional fees
when patients with higher needs receive additional ser-
vices. However, under the current fee-for-service sys-
tem:

® physician practices are paid primarily based on the
number of visits the patient makes, so if the practice
can successfully manage a patient’s chronic condition
with fewer visits, the practice will lose money.

e the fee for a visit is the same regardless of the pur-
pose of the visit and regardless of whether the prac-
tice needs to spend more time before or after the visit
because of the complexity of the patient’s needs.
Since higher-need patients will require more time be-
fore, during, and/or after visits than other patients, a
practice that has more high-need patients will not be
able to see as many patients in total, and its revenues
will be reduced under current visit-based payment
systems.

e current fees for chronic care management services
require that a specific minimum amount of time be
spent providing services to the patient during the
month (e.g., Medicare requires that at least 30
minutes be spent on a particular patient’s care during
the month in order to bill for a “Principal Care Man-
agement” payment). If the practice has to spend
more or less time on care of an individual patient dur-
ing a month, the payment will be less than the cost of
the time that is actually spent.

As a result, the fees paid will generally be less than the
actual cost of delivering services to higher-need pa-
tients.

In addition, prior to the COVID-19 pandemic, physician
practices were only paid for a visit if the patient was
seen in person in the physician’s office. Although many
visits began occurring though video or telephone con-
tacts with patients in their own homes, the law and regu-
lations that authorize this are set to expire after the for-
mal public health emergency associated with the pan-
demic ends. This will make it more difficult for physician
practices to receive adequate payment for caring for
patients, particularly higher-need patients.
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The Problems With Population-Based Payment

Under population-based payment systems, the practice

receives a single monthly payment for each patient (i.e.,
capitation) instead of fees for individual services. While
this provides greater flexibility than service-specific fees,
the monthly payment will only be adequate if it is appro-
priately “risk-adjusted” for differences in patient needs.

However:

® typical risk adjustment systems only consider the
types of diseases a patient has, and they ignore many
other patient characteristics, including “social deter-
minants of health,” that can have equal or bigger im-
pacts on the time and costs incurred by a physician
practice.

® standard risk adjustment systems only consider
chronic diseases diagnosed in the past, not the pa-
tient’s current health problems. For example, even
though a physician practice will likely spend more
time with a patient during the months just before and
after they are diagnosed with a chronic condition than
in the following years, standard risk adjustment sys-
tems pay in exactly the opposite way - they pay more
in the year after the year in which the condition is di-
agnosed.

As a result, population-based payment systems can pe-
nalize physician practices for providing services to many
of the highest-need patients.

The Strengths of Patient-Centered Payment

Patient-Centered Payment for Care of Chronic Conditions
would do a better job of aligning payments with the cost
of caring for individual patients than either the current
fee-for-service system or population-based payments,
because the payments are designed to match the specif-
ic types of services patients need - diagnosis, care plan-
ning, and condition management - and to match the
amount of time required to deliver those services to dif-
ferent kinds of patients. Under Patient-Centered Pay-
ment, the physician practice has the flexibility to deliver
services to patients in whatever way works best for the
patient - through a face-to-face office visit, a video visit
in their own home, or a telephone call. Moreover, a visit
or call could be with the physician, nurse, or someone
else on the practice team - whomever is best able to
help the patient.

In addition, any physician practice must adjust the num-
ber of patients it enrolls for care based on the needs of
those patients. If a larger percentage of its patients
have complex conditions, the practice will have to enroll
fewer patients in total (per physician) to reflect the larger
amount of time per patient that the physician and other
practice staff will need to devote to their care.82 Under
Patient-Centered Payment, the smaller number of pa-
tients will not reduce the practice’s revenue because the
practice will receive bigger payments for the higher-need
patients.

Figure 21 shows two different hypothetical specialty
practices providing services for patients with chronic
conditions. The second practice has a larger proportion
of patients who have complex conditions or are receiving
complex treatments; that practice also has fewer pa-

tients in total because of the greater amount of time it
would have to spend with the higher-need patients. Un-
der the Patient-Centered Payment structure, since the
payments would be higher for the higher-need patients,
the second practice would not lose money by serving
fewer patients.

This approach helps physicians, nurses, and other prac-
tice staff avoid the “burnout” caused when the time re-
quired to do everything patients need exceeds the length
of a normal workday. As shown at the bottom of Figure
21, the physician and nurse in each practice would be
able to spend the amount of time needed with all pa-
tients in an average of 8-9 hours per day.

2. Practices Focusing on Specific Services

In addition to differences in the complexity and needs of
the patients, some specialty practices may focus on de-
livering specific subsets of services. For example, in a
community where patients have access to high-quality
primary care practices that are paid adequately and ap-
propriately to manage the care of patients with chronic
conditions, specialists can choose to focus primarily on
diagnosis, treatment planning, and initial treatment of
patients, with the ongoing management of chronic con-
ditions for most patients handled by the patients’ prima-
ry care practices.

Figure 22 shows two hypothetical specialty practices.
The first practice primarily manages ongoing care for a
group of patients, whereas the second practice focuses
primarily on diagnosis, care planning, and initial treat-
ment of patients (with ongoing care managed by a pri-
mary care practice). The second practice sees many
more different patients during the course of a year, but it
sees each of them for at most a few months. The first
practice sees a smaller number of individual patients,
but most of those patients receive services from the
practice on a year-round basis. Under the Patient-
Centered Payment system, both practices would receive
adequate revenues to cover their costs with manageable
workloads for the physician and practice staff.

3. Practices With Different Numbers and
Types of Staff

In rural areas, the number of patients who have a partic-
ular chronic condition, even a common chronic condi-
tion, may be not be large enough to support the work of
more than a single specialist. If payments are not de-
signed in a way that will sustain a solo specialist prac-
tice, the patients in these communities will be unable to
receive appropriate specialty care without traveling long
distances. Even in larger communities where there are
enough patients to support a larger practice, the pay-
ment system should allow physicians to form smaller
practices if they wish to do so, rather than forcing them
to consolidate because the payments are not adequate.

The examples in Figures 21 and 22 show that the Pa-
tient-Centered Payment amounts that were defined in
earlier sections would be adequate to support a very
small practice - one physician, a nurse, and a medical
assistant (MA) - as well as larger practices.

(Continued on page 42)
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FIGURE 21

Revenues and Expenses at Hypothetical Physician Practices
With Lower-Complexity and Higher-Complexity Patients

Specialist Practice A

Specialist Practice B

Lower-Complexity Patients

Higher-Complexity Patients

Months Months
Payment Per Per
Practice Revenue Amount Patients | Patient Total Patients Patient Total
Diagnosis Payments
Assistance to PCP $37 178 $6,586 146 $5,402
Low Complexity $146 267 $38,982 73 $10,658
Moderate Complexity $218 356 $77,608 219 $47,742
High Complexity $291 89 $25,899 292 $84,972
Care Planning Payments
Assistance to PCP $37 80 $2,964 66 $2,431
Low Complexity $75 160 $12,015 66 $4,928
Moderate Complexity $145 481 $69,687 263 $38,106
High Complexity $214 80 $17,141 263 $56,239
Initial Management
Non-Complex $206 392 1.0 $80,663 230 1.0 $47,259
Complex Treatment $290 168 1.0 $48,804 230 1.0 $66,717
Ongoing Management
Non-Complex $40 269 11.4 $122,726 138 11.4 $62,914
Complex Patient $94 34 10.8 $34,153 83 10.8 $84,040
Complex Treatment $94 17 10.8 $17,077 28 10.8 $28,013
Complex Patient & Tx $133 17 10.2 $22,819 28 10.2 $37,434
Total Revenue $577,125 $576,856
Practice Expenses Unit Cost FTE Total FTE Total
Physician $250,000 1.0 $250,000 1.0 $250,000
Nurse $80,000 1.0 $80,000 1.0 $80,000
Other Staff 2.5 $92,000 2.5 $92,000
Benefits $64,400 $64,400
Non-Staff Overhead $80,000 $80,000
Total Expenses $566,400 $566,400
Profit/Loss $10,725 $10,456
+2% +2%
Physician Hours Per Day 8.7 8.6
Nurse Hours Per Day 8.0 8.4
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FIGURE 22

Revenues and Expenses at Hypothetical Physician Practices
Providing Different Subsets of Chronic Condition Care

Specialist Practice C

Specialist Practice D

Mostly Ongoing Condition Mgt

Mostly Diagnosis & Initial Care

Months Months
Payment Per Per
Practice Revenue Amount Patients | Patient Total Patients Patient Total
Diagnosis Payments
Assistance to PCP $37 115 $4,255 300 $11,100
Low Complexity $146 173 $25,185 450 $65,700
Moderate Complexity $218 230 $50,140 600 $130,800
High Complexity $291 58 $16,733 150 $43,650
Care Planning Payments
Assistance to PCP $37 52 $1,915 135 $4,995
Low Complexity $75 104 $7,763 270 $20,250
Moderate Complexity $145 311 $45,023 810 $117,450
High Complexity $214 52 $11,075 135 $28,890
Initial Management
Non-Complex $206 290 1.0 $59,559 189 1.0 $38,843
Complex Treatment $290 124 1.0 $36,035 81 1.0 $23,501
Ongoing Management
Non-Complex $40 530 11.4 $241,644 43 11.4 $19,699
Complex Patient $94 66 10.8 $67,247 10.8 $5,482
Complex Treatment $94 33 10.8 33,623 10.8 $2,741
Complex Patient & Tx $133 33 10.2 44,931 3 10.2 $3,663
Total Revenue $645,125 $516,764
Practice Expenses Unit Cost FTE Total FTE Total
Physician $250,000 1.0 $250,000 1.0 $250,000
Nurse $80,000 15 $120,000 0.5 $40,000
Other Staff 2.5 $92,000 2.5 $92,000
Benefits $72,400 $56,400
Non-Staff Overhead $87,000 $73,000
Total Expenses $621,400 $511,400
Profit/Loss $23,725 $5,364
+4% +1%
Physician Hours Per Day 9.2 8.5
Nurse Hours Per Day 6,9 9.1
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FIGURE 23

With Different Types of Staff Teams

Revenues and Expenses at Hypothetical Larger Physician Practices

Specialist Practice E Specialist Practice F
All Physicians and RNs Multiple Types of Staff on Team
Months Months
Payment Per Per
Practice Revenue Amount Patients | Patient Total Patients Patient Total
Diagnosis Payments
Assistance to PCP $37 2,320 $85,840 2,320 $85,840
Low Complexity $146 3,480 $508,080 3,480 $508,080
Moderate Complexity $218 4,640 $1,011,520 4,640 $1,011,520
High Complexity $291 1,160 $337,560 1,160 $337,560
Care Planning Payments
Assistance to PCP $37 580 $21,460 580 $21,460
Low Complexity $75 1,160 $87,000 1,160 $87,000
Moderate Complexity $145 3,480 $504,600 3,480 $504,600
High Complexity $214 580 $124,120 580 $124,120
Initial Management
Non-Complex $206 2,030 1.0 $417,199 2,030 1.0 $417,199
Complex Treatment $290 870 1.0 $252,421 870 1.0 $252,421
Ongoing Management
Non-Complex $40 1,392 11.4 $634,752 1,392 11.4 $634,752
Complex Patient $94 174 10.8 $176,645 174 10.8 $176,645
Complex Treatment $94 87 10.8 $88,322 87 10.8 $88,322
Complex Patient & Tx $133 87 10.2 $118,024 87 10.2 $118,024
Total Revenue $4,367,543 $4,367,543
Practice Expenses Unit Cost FTE Total FTE Total
Physician $250,000 8.0 $2,000,000 7.0 $1,750,000
Nurse Practitioner $120,000 0.0 1.0 $120,000
RN $80,000 6.0 $480,000 4.0 $320,000
Social Worker $80,000 0.0 1.0 $70,000
Nutritionist $70,000 0.0 1.0 $70,000
Pharmacist $160,000 0.0 1.0 $160,000
Medical Assistant $38,000 8.0 $304,000 5.0 $190,000
Community Health Wkr $38,000 0.0 2.0 $76,000
Other Staff 8.0 $288,000 8.0 $288,000
Benefits & Overhead $1,066,400 $1,080,800
Total Expenses $4,138,400 $4,124,800
Profit/Loss $229,143 $242,743
+6% +6%
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(Continued from page 38)

The calculations of payment amounts were based on
using a Registered Nurse (RN) to provide most of the
care planning and care management services that the
physician does not provide. Although various aspects of
care planning and care management for patients could
be performed by social workers, pharmacists, and nutri-
tionists as well as a nurse, none of those individuals
could carry out all of the tasks required for all patients.
Consequently, if a small practice only has enough pa-
tients to support one clinical staff member (in addition to
the physician and MA), that individual would likely need
to be an RN.

However, if a larger practice has enough patients to re-
quire hiring multiple nurses, it would have the flexibility
under Patient-Centered Payment to hire different types
of staff if it wished to do so. Figure 23 shows how a
practice with 11,000 - 12,000 patients would need
about 6 RNs if it only used RNs, but it could also hire a
combination of RNs, social workers, nutritionists, and
pharmacists instead, as long as there were enough pa-
tients whose needs could be met by individuals with
those skills instead of RNs. In addition, the second prac-
tice has a large enough number of patients to enable it
to hire a combination of physicians and nurse practition-
ers and/or physician assistants, not just physicians.

. Summary of Patient-Centered
Payment for Chronic Condition Care

Figure 24 summarizes all of the elements of Patient-
Centered Payment for Care of Chronic Conditions.
Although there are multiple separate payments targeted
at different subsets of services and different types of
patients, all of the payments are necessary to give a phy-
sician practice adequate flexibility and resources to de-
liver high-quality care to each individual patient. If only a
subset of the payments is implemented, the quality of
care for all patients would be reduced, because the phy-
sician practice would not be able to employ the appropri-
ate staff and it could be forced to deliver fewer services
or less effective services than necessary for more pa-
tients than it can effectively manage.

As shown in Figure 25, the payments received by a spe-
cialty practice would depend on the specific phases of
care that would be managed by the patient’s primary
care practice vs. the specialist practice. For example:

® a primary care physician who identified new symp-
toms that could potentially indicate the presence of a
chronic disease might refer the patient to the special-
ist for diagnosis (or receive assistance from the spe-
cialist in making the diagnosis), and if the specialist
determines that the patient does have the chronic
disease, the primary care practice would develop the
care plan and provide the services needed to manage
the condition. In this case, the specialist practice
would bill for and be paid a Diagnosis Payment (or
Diagnosis Assistance Payment), but not a Care Plan-
ning Payment or Condition Management Payments.

® a primary care practice that is managing a patient’s
chronic condition might temporarily transfer care to a
specialist practice (e.g., if the patient develops an
acute condition that makes management of the
chronic condition more complex, or if the patient is
living in a different community temporarily) and then
the primary care practice would resume responsibility
later. In this case, the specialist practice would bill for
and be paid Condition Management Payments during
the time the patient is receiving services from that
practice.

In each phase of care, the Patient-Centered Payment
would be higher for a patient with greater needs, as
shown in Figure 26. The higher payments would support
the additional time that the physician practice would
need to spend with higher-need patients. In addition,
the Diagnosis Payments and Initial Condition Manage-
ment Payments would be much higher than the monthly
Condition Management Payments, reflecting the im-
portance of these two initial phases of care in determin-
ing future outcomes and the significant amount of time
needed to complete these phases with an accurate diag-
nosis and an effective care plan.

\ CHQPR

Center for Healthcare Quality and Payment Reform (www.CHQPR.org)

42



FIGURE 24

Patient-Centered Payment for Care of Chronic Conditions

Estimated
Type of Billing Frequency of Accountability Amount of
Service Code Payment Category Payment for Quality Payment
XX040 |Diagnosis Assistance $37
Follow
_ ) XX041 |Low Complexity Diagnosis evidence-based $146
Diagnosis Once per patient | guidelines for
XX042 | Moderate Complexity Diagnosis diagnosis and $218
. . . testing
XX043 |High Complexity Diagnosis $291
XX050 | Care Planning Assistance $37
Use
XX051 |Low Complexity Care Planning evidence-based $75
Once per patient guidelines for
Care XX052 |Moderate Complexity Care Planning treatment $145
Plannin
g XX053 | High Complexity Care Planning and $214
management
Each extra to design the
XX054 |Additional Care Planning Time 30 minutes of care plan $31
clinical staff time
Monthly for
XX030 |Initial Condition Management Y Follow $206
Chronic 1-3 months evidence-based
Condition . guidelines for
Treatment XX031 Condition Ma nagemgnt Monthly treatment and $40
and (Non-Complex Condition and Treatment) (except months management and
Management i i ;
g X032 Condition Management for when. patient s monitor $94
Complex Chronic Condition hospitalized ) patient needs
Initial Condition Management Monthly for
Chronic XX034 (with Complex Treatment) 1-3 months Follow $290
Condition evidence-based
Treatment Condition Management guidelines for
and XX035 (with Complex Treatment) Monthly treatment and $94
Management (except months | management and
(Complex Condition Management for when patient is monitor
Treatment) XX036 | Complex Chronic Condition hospitalized ) patient needs $133
(with Complex Treatment)
IXXXO Eractlce‘;/?cd|I:n|:|)rl1r |ste;red DrLth :%st I:ayment - Follow evidence- g(c:th:lsmon cost
ayment for Drug Acquisition Los When drug is based guidelines ug
ini for choosi
: Practice-Administered Drug Cost Payment - administered or C_ oo_smg ~1% of drug
Injected or JXXX1 medications -
Infused Payment for Wastage/Breakage Losses acquisition cost
Medications
Meet standards Based on
Practice-Administered Drug Cost Payment - for operation of
. harmac
XX060 Payment for Pharmacy Operations Costs Monthly specialty P . y
operation cost
pharmacy
Test or When procedure Payment based
Other ; ; on cost of
Varies |Standard CPT code for procedure or test ortestis d
Procedure performed procedure
or test
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FIGURE 25
Payments in Each Phase of Care Under

Patient-Centered Payment for Care of Chronic Conditions

Relative Magnitude of Individual Payments in

Patient-Centered Payment for Care of Chronic Conditions
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|V The Costs and Benefits of
" Patient-Centered Payment

A. Impacts on Payer Spending for
Physician Practice Services

The patient-centered payments described in Section Il
are designed to provide adequate payments to physician
practices that deliver high-quality diagnosis, treatment
planning, and condition management services to pa-
tients who have a chronic condition. Although this ap-
proach would do a better job of supporting these ser-
vices than current fee-for-service payments or value-
based payments, it is not obvious from the analyses in
Section Ill whether payers or patients would have to
spend more on specialist physician services for patients
with chronic conditions under the Patient-Centered Pay-
ment system than they do today.

In general, under Patient-Centered Payment for Care of
Chronic Conditions, spending on services delivered by
physician practices for care of chronic conditions would
be higher than it is today for some patients and lower for
others, for several reasons:

e Medicare and other payers currently pay fees for
some of the physician services that would be support-
ed by the patient-centered payment system for some
patients, but not for all of the services or for all pa-
tients who need them. As a result, in some cases,
spending under Patient-Centered Payment for a par-
ticular patient would be higher than what a physician
practice would be paid under current payment sys-
tems, but in other cases it would be similar or lower.

® Most current fees are tied specifically to office visits
with patients, and the care management fees paid by
Medicare and some payers are tied to minimum
amounts of time spent on care management services
for a patient during a month. Because of this, a physi-
cian practice that delivers services in a way designed
to maximize current fee-for-service payments could be
paid more for some patients under the current fee
structure than it would be paid under the patient-
centered payment system.

® The fees paid by Medicare and most other payers are
not specifically designed to support the greater
amount of time needed by patients who have complex
conditions or barriers to accessing healthcare ser-
vices. Because the patient-centered payment
amounts would be higher for patients with higher
needs, spending is likely to be higher on many of
those patients than under current payment systems.

e Since many Medicaid programs pay fees to physician
practices that are much lower than Medicare rates, it
is likely that paying the patient-centered payment
amounts for chronic condition care would increase
Medicaid spending on these physician practice ser-
vices. Conversely, some private insurance plans pay
specialty physician practices much higher fees than

Medicare does, and for them, the patient-centered
payment amounts could represent a reduction in
spending.

More specific comparisons for the Medicare program
are provided below.

1. Diagnosis Payments

Figure 27 compares the Diagnosis Payments under Pa-
tient-Centered Payment to current Medicare payments
for office visits with new patients, under two different
scenarios: (1) the physician’s diagnosis work is complet-
ed with a single patient visit with medical decision-
making complexity similar to the Diagnosis Payment,
and (2) a follow-up visit with the patient is also required
(with equal or lower complexity). The Diagnosis Pay-
ments would likely be about 28-30% higher than Medi-
care payments if only one visit is made, but 17-29% low-
er if two visits are required. Since a subset of patients
will likely require a follow-up visit with the specialist to
complete the diagnosis process, this suggests that on
average, spending will be similar. With the Patient-
Centered Diagnosis Payments, however, there will be no
financial incentive for a practice to bring a patient back
for a second visit if it is not necessary.

As shown in Figure 27, the Diagnosis Assistance Pay-
ment would be about the same as what Medicare pays
for an 11-20 minute interprofessional consultation.
Medicare only pays half as much if the consultation lasts
10 minutes or less, which provides a perverse incentive
for a physician to spend unnecessary time on the con-
sultation. In contrast, the Diagnosis Assistance Payment
would not require that any specific minimum amount of
time be spent.

2. Care Planning Payments

Figure 28 compares the Care Planning Payments under
Patient-Centered Payment to current Medicare pay-
ments for office visits with established patients, under
scenarios similar to those used above for Diagnosis Pay-
ments, i.e., (1) the care planning work is completed with
a single patient visit with decision-making complexity
similar to the Care Planning Payment, or (2) a follow-up
visit with the patient is also required to complete the
plan for a patient with a more complex condition. As
Figure 28 shows, the Low Complexity Care Planning Pay-
ment would be 19% lower than the current Medicare
payment (since most of the care planning work for these
patients could likely be done by a nurse). The Moderate
Complexity Care Planning Payment and the High Com-
plexity Care Planning Payment would be 12-17% higher
than Medicare payments if only one visit is made, but 22
-35% lower if two visits are required. Since a subset of
patients will likely require a follow-up visit, this suggests
that on average, those Care Planning Payments will be
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FIGURE 27
Spending on Diagnosis of Chronic Conditions
Under Current Payment Systems and Patient-Centered Payment

Patient-
Centered
Medicare Spending Payment Difference
Total Total
2022 per per
CPT Medicare Fee Schedule Fee Visits | Patient Patient $ %
XX041 Low Complexity Diagnosis
1 [99203 |Level 3E/M Visit - New Patient $113.85| 1] $114 | $146|  $32| +28%
99203 |Level 3 E/M Visit - New Patient $113.85 1 $114
2 99213 |Level 3 E/M Visit - Established Patient $92.05 1 $92
Total $206 $146| ($60)[ -29%
XX042 Moderate Complexity Diagnosis
1 [99204 |Level 4 E/M Visit - New Patient $169.57 | 1] $170 | $218|  $48] +29%
99204 |Level 4 E/M Visit - New Patient $169.57 1 $170
2 99213 |Level 3 E/M Visit - Established Patient $92.05 1 $92
Total $262 $218| ($44)| -17%
XX043 High Complexity Diagnosis
1 [99205 |Level 5 E/M Visit - New Patient $224.25| 1] $224 | $291|  $67| +30%
99205 |Level 5 E/M Visit - New Patient $224.25 1 $224
2 99214 |Level 4 E/M Visit - Established Patient $129.77 1 $130
Total $354 $291| ($63)] -18%
XX040 Diagnosis Assistance
1 99447 |Interprofessional Assessment (11-20 minutes) $36.68 1 $37 $37 $0 +1%
2 99246 |Interprofessional Assessment (5-10 minutes) $18.69 1 $19 $37 $18 +98%

similar to current Medicare payments. As with the Diag-
nosis Payments, the Care Planning Payments will not
create a financial incentive for a practice to bring a pa-
tient back for a second visit if it is not necessary.

The comparisons in Figure 28 are based on the current
fees for “established” patients, i.e., a patient who has
made a visit to the practice at least once before. If a
primary care physician has already diagnosed the pa-
tient and refers the patient to the specialist practice for
development of a care plan, then the patient would be
treated as a “new patient” for the specialist practice un-
der the current fee-for-service system, and the practice
would be paid higher amounts for these visits, similar to
what is shown in Figure 27. However, there would be no
difference in the Patient-Centered Payment amount,
since it is designed to support the time involved in care
planning regardless of whether the practice also made
the diagnosis of the condition. In these cases, the Pa-

tient-Centered Payment amounts would be virtually iden-
tical to current fees.

As shown in Figure 28, the Care Planning Assistance
Payment would be about the same as what Medicare
pays for an 11-20 minute interprofessional consultation.
Medicare only pays half as much if the consultation lasts
10 minutes or less, which provides a perverse incentive
for a physician to spend unnecessary time on the consul-
tation. In contrast, the Care Planning Assistance Pay-
ment would not require that any specific minimum
amount of time be spent.
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FIGURE 28

Spending on Care Planning for Chronic Conditions
Under Current Payment Systems and Patient-Centered Payment

Patient-
Centered
Medicare Spending Payment Difference
Total Total
2022 per per
CPT Medicare Fee Schedule Fee Visits | Patient Patient $ %
XX051 Low Complexity Care Planning
1 [99213 |Level 3 E/M Visit - Established Patient $92.05 | 1] $92 | $75| ($17)| -19%
XX052 Moderate Complexity Care Planning
1 [99214 [Level 4 E/M Visit - Established Patient $129.77 1] $130 | $145|  $15] +12%
99214 |Level 4 E/M Visit - Established Patient $129.77 1 $130
2 99213 |Level 3 E/M Visit - Established Patient $92.05 1 $92
Total $222 $145| ($77)[ -35%
XX053 High Complexity Care Planning
1 [99215 |Level 5 E/M Visit - Established Patient $183.07 | 1] $183 | $214|  $31] +17%
99215 |Level 5 E/M Visit - Established Patient $183.07 1 $183
2 99213 |Level 3 E/M Visit - Established Patient $92.05 1 $92
Total $275 $214| ($61)] -22%
XX050 Care Planning Assistance
1 99447 |Interprofessional Assessment (11-20 minutes) $36.68 1 $37 $37 $0 +1%
2 99246 |Interprofessional Assessment (5-10 minutes) $18.69 1 $19 $37 $18 +98%

3.

Condition Management Payments

Comparing spending for the Condition Management Pay-
ments under Patient-Centered Payment to spending in
the current fee-for-service payment system is much more
complicated, because there are currently multiple fees
that a practice could potentially receive during a month
depending on exactly how it delivers services to the pa-
tient. Under the Medicare payment system:

If the patient sees the physician during the month, the
practice can receive an evaluation and management
services (E/M) payment for the visit. Under the tem-
porary regulations established during the COVID-19
Public Health Emergency, the same amount would be
paid for an office visit, a video visit in the patient’s
home, or a telephone call, but if these regulations
expire, the fees would only be paid for an office visit.

If the patient sees a nurse instead of the physician,
the practice would not be eligible for a visit payment.

If the patient sees the physician more than once dur-
ing the month, the practice would receive an addition-
al payment for each visit.

e |f the practice provides at least 30 minutes of care

management services to the patient during the
month, if the patient has agreed to pay cost-sharing
for those services during that month, and if the pa-
tient’s chronic condition meets specific eligibility crite-
ria, the practice can receive a “Principal Care Manage-
ment” payment. If less than 30 minutes of services
are provided during the month, there is no payment,
even if the amount of time over several months aver-
ages 30 minutes or more per month.

If the practice provides 60 minutes of care manage-
ment services during the month, it can receive an ad-
ditional Principal Care Management (PCM) payment.
However, if it only provides 31-59 minutes of services,
it will only receive the single PCM payment, even if the
amount of time over several months averages 60
minutes or more per month.

If the practice provides 20 minutes of care manage-
ment services to the patient during the month, and if
(a) the patient has two or more chronic conditions, (b)
the patient has agreed to pay cost-sharing for the ser-
vices during the month, and (c) no other physician is
providing similar services to the patient, the practice
can receive a “Non-Complex Chronic Care Manage-
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ment” payment. If the practice provides 40 minutes
of services, it can receive an additional payment, but
there is no additional payment if only 21-39 minutes
of services are delivered.

Figure 29 shows that the Initial Condition Management
Payment amounts under Patient-Centered Payment
would be similar to fee-for-service spending for non-
complex patients if the patient was eligible and agreed
to receive the care management services and pay the
cost-sharing amounts required by Medicare; the pay-
ment would be higher for patients who would not have
agreed to pay cost-sharing for care management.
Spending would be similar for the complex patients if
one assumes those patients would either agree to re-
ceive care management services or make an additional
visit to the practice during the initial month of treatment.

Figure 30 shows that the Condition Management Pay-
ment amounts after the initial treatment period would be
similar to what a practice could potentially receive under
fee-for-service payments if the practice has frequent vis-
its with the patients, if most of the patients agree to re-
ceive care management services from the practice, and
if the practice spends 30 minutes providing care man-
agement services to the patients in most months. Con-

versely, spending under Patient-Centered Payment
would be significantly higher than fee-for-service spend-
ing for a patient who does not make many visits to the
practice or does not agree to pay cost-sharing for care
management services.

Although it is reasonable to expect that complex patients
would need to be seen more often and receive more
extensive care management services than non-complex
patients, the patients may not be able or willing to have
frequent visits with the physician or to pay for monthly
care management services. Consequently, under fee-for
-service payment, the practice would be forced to either
lose money or provide less support than many complex
patients would need. In contrast, under Patient-
Centered Payment, the practice would be paid to provide
evidence-based care to the patient, even if it did so in
ways that would not qualify for fee-for-service payments.

Figure 30 also shows that the Condition Management
Payments provide a far more predictable revenue
stream for the practice and more predictable spending
for the payer than fee-for-service payments. Under the
current payment system, the practice’s revenue for a
patient with a chronic condition could vary significantly

FIGURE 29
Spending on Initial Condition Management for Chronic Conditions
Under Current Payment Systems and Patient-Centered Payment

Patient-Centered
Medicare Spending Payment Difference
Patients | Months Total Total
Medicare Visits | Enrolled with per per
Fee 2022 per for Minimum | Patient Patient
CPT Schedule Fee Year |Care Mgt| Time per Year | Months | per Year $ %
XX030 Initial Condition Management - Non-Complex Treatment
Level 4 E/M Visit
1 99214 Established Patient $129.77 1 $130 1 $206 $76 +58%
Level 4 E/M Visit
99214 | e iablished Patient | $129-77 1 $130
2 Principal Care Mgt
99426 30 minutes/month $63.33 100% 1 $63
Total $193 1]  $206| $13]  +6%
XX034 Initial Condition Management - Complex Treatment
Level 5 E/M Visit
99215 | eqiablished Patient | $183-07 1 $183
2 Level 3 E/M Visit
99213 | Eciaplished Patient | $92:09 1 $92
Total $275 1] $290| $15]  +5%
Level 5 E/M Visit
99215 | gqiablished Patient | $183-07 1 $183
Principal Care Mgt
5 99426 30 minutes/month $63.33 100% 1 $63
Principal Care Mgt
99427 Extra 30 minutes $48.45 100% 1 $48
Total $295 1] $290| ($5)]  -2%
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FIGURE 30
Spending on Ongoing Condition Management for Chronic Conditions
Under Current Payment Systems and Patient-Centered Payment

Patient-Centered
Medicare Spending Payment Difference
Patients | Months Total Total
Medicare Visits | Enrolled with per per
Fee 2022 per for Minimum | Patient Patient
CPT Schedule Fee Year |Care Mgt| Time per Year | Months | per Year $ %
XX031 Condition Management - Non-Complex
Level 3 E/M Visit
1 99213 Established Patient $92.05 3 $276 12 $480 $204 +74%
Level 3 E/M Visit
99213 | Eiaplished Patient | $92:09 2 $184
2 Principal Care Mgt
99426 30 minutes/month $63.33 70% 8 $355
Total $539 12]  $480| ($59)] -11%
XX032 Condition Management - Complex Patient
Level 4 E/M Visit
1 99214 Established Patient $129.77 6 $779 12 $1,128 $349 +45%
Level 4 E/M Visit
99214 | £ oiaplished Patient | $129-77 4 $519
Principal Care Mgt
5 99426 30 minutes/month $63.33 80% 10 $507
Principal Care Mgt
99427 Extra 30 minutes $48.45 80% 3 $116
Total | $1,142 12| $1,128| ($14)] -1%
XX035 Condition Management - Complex Treatment
Level 5 E/M Visit
1 99215 Established Patient $183.07 4 $732 12 $1,128 $396 +54%
Level 5 E/M Visit
99215 | Eraplished Patient | $183-07 1 $183
Level 4 E/M Visit
99214 | £ oiablished Patient | $129-77 2 $260
2 Principal Care Mgt
99426 30 minutes/month $63.33 80% 10 $507
Principal Care Mgt
99427 Extra 30 minutes $48.45 80% 5 $194
Total | $1,143 12 $1,128| ($15)] 1%
XX036 Condition Management - Complex Patient and Complex Treatment
Level 5 E/M Visit
1 99215 Established Patient $183.07 6 $1,098 12 $1,596 $498 +45%
Level 5 E/M Visit
99215 | Eraplished Patient | $183-07 3 $549
Level 4 E/M Visit
99214 | Eoiablished Patient | 12977 2 $260
Principal Care Mgt
2 99426 30 minutes/month $63.33 80% 12 $608
Principal Care Mgt
99427 Extra 30 minutes $48.45 80% 6 $233
Total $1,649 12 $1,596 ($53) -3%
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from month to month based on whether the patient had
a visit with the practice, whether the patient agreed to
pay for care management services, and whether the
practice spent 30 minutes or more to deliver care man-
agement services to the patient. The practice’s payment
during a month would depend on how much time was
spent, not on the quality of care provided. In contrast,
under the Patient-Centered Payment system, the prac-
tice would be paid the same amount for a patient every
month as long as the practice delivered all of the ser-
vices to that patient that are specified under an evi-
dence-based Clinical Practice Guideline or Pathway, re-
gardless of the exact amount of time that was required.

4. Overall Payments

The combined impact of all of these differences can be
assessed by comparing how much a specialist physician
practice would receive in total for all of the different
types of patients with chronic conditions who are receiv-
ing services from the practice under Patient-Centered
Payment for Chronic Condition Care and under current
fee-for-service payments.

Figure 31 shows the amounts of revenue that would be
received under both Patient-Centered Payment and
standard Medicare payments for some of the hypothet-
ical practices that were used as examples in Section
lll.LH. The fee-for-service revenue calculations are based
on assumptions that some but not all patients would
enroll to receive the monthly Principal Care Management
(PCM) service paid for by Medicare and that not all of the
patients who were enrolled would need or receive the 30

minutes of services every month that are required to
receive the PCM payment.

In general, physician practices could expect to receive
higher revenues under Patient-Centered Payment and
thereby avoid the losses that could occur under fee-for-
service payments. This means that the payer (Medicare
or a health plan paying Medicare rates) would likely
spend more overall under Patient-Centered Payment on
physician practice services for care of chronic condi-
tions, but with a higher standard of quality than under
the current payment system.

FIGURE 31
Revenues and Expenses at Hypothetical Specialty Practices
Under Current Payment Systems and Patient-Centered Payment

\ CHQPR

Specialist Specialist Specialist Specialist

Practice A Practice B Practice C Practice D
Lower-Complexity Higher-Complexity Mostly Ongoing Mostly Diagnosis

Patients Patients Condition Mgt & Initial Care

Expenses Expenses Expenses Expenses
Total Practice Expenses $566,400 $566,400 $621,400 $511,400

Fee-for-Service Payment Revenue Revenue Revenue Revenue
Total Visit Fees $392,601 $411,367 $395,599 $410,374
Total Care Mgt Payments $136,086 $147,534 $238,748 $32,056
Total Revenue $528,687 $558,901 $634,347 $442,431
($37,713) ($7,499) $12,947 ($68,969)

Profit/Loss

7% -1% +2% -13%

Patient-Centered Payment Revenue Revenue Revenue Revenue
Total Revenue $577,125 $576,856 $673,174 $516,764
$10,725 $10,456 $51,774 $5,364

Profit/Loss

+2% +2% +8% +1%
Difference in Revenue +9% +3% +6% +17%
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B. Impacts on
Total Healthcare Spending

The previous section focused narrowly on how much
more or less a payer would spend on the services deliv-
ered by the physician practice to patients with a chronic
condition. However, the vast majority of what Medicare
and health insurance plans spend for patients with
chronic conditions does not go to the physician practice
that is managing the chronic condition, but to pharma-
ceutical companies for the drugs used to treat the chron-
ic condition, to hospitals where the patients are treated
for exacerbations of their condition, and to post-acute
care providers following hospital stays.

There is a significant amount of avoidable spending in
other areas in each phase of care, as shown in Figure
32. This avoidable spending would likely decrease un-
der Patient-Centered Payment because it would support:

® More accurate diagnosis. With an explicit focus on
supporting accurate diagnosis, patients will be less
likely to receive treatments for a disease they do not
have and be more likely to receive effective treat-
ments for the diseases they do have.

e Evidence-based treatment. With an explicit focus on
developing written care plans consistent with evi-
dence-based guidelines, patients will be less likely to
receive unnecessary and unnecessarily-expensive
medications and other treatments.

e Better prevention and management of exacerbations
and complications of treatment. With better ability by
physician practices to provide education to patients,
to proactively monitor patients’ health, and to respond
rapidly to problematic symptoms, patients will be less
likely to experience disease exacerbations and less
likely to need treatment for exacerbations in Emergen-
cy Departments and hospitals.

The reduction in avoidable spending has the potential to
offset increases in spending on the services delivered by

physician practices described in the previous section,
resulting in a reduction in total spending for payers.

However, the fact that a reduction in total spending is
likely does not mean that a physician practice’s eligibility
to receive Patient-Centered Payment should be contin-
gent on a decrease in total spending occurring. Total
healthcare spending for patients with chronic conditions
depends not only on the quality of the care they receive
for the chronic condition, but also on the characteristics
of the patients, the ways that other services (including
services for other health problems) are delivered and
paid for, and the cost-sharing requirements for services
under their health insurance. For example,

® For patients diagnosed with a chronic condition at an
early stage, improved chronic condition care could
cause an increase in total healthcare spending, be-
cause those individuals would be more likely to be
prescribed and use medications and other treatments
to successfully prevent the progression of the disease.
Greater use of these services and medications is im-
portant for achieving lower spending and better health
outcomes for the patients in the long run, but ade-
quate payments to support current services to the
patients can increase total healthcare spending in the
short run.

e |f the prices of medications increase, or if the health
insurance plan increases the amounts it pays for tests
or procedures, then total spending on the patients’
care could increase even if patients receive fewer of
those services.

e |f a specialist makes a more accurate diagnosis or
develops a more cost-effective care plan, but the pa-
tient’s primary care practice does not provide appro-
priate condition management or the patient is unwill-
ing to take appropriate actions to manage their condi-
tion, spending may increase for reasons beyond the
control of the specialist.

Moreover, if total spending on a group of patients with
chronic conditions does decrease, it does not necessari-

FIGURE 32
Types of Avoidable Spending in Current Services for Patients with Chronic Conditions
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ly mean that the patients are receiving better care; fail-
ure to deliver necessary services to a patient could re-
duce spending in the short term but result in higher
spending in the future because the chronic condition
could progress to a more severe stage more quickly.
Payment models that make payments explicitly or implic-
itly contingent on whether there is a reduction in total
healthcare spending, such as shared savings programs,
can create perverse incentives to undertreat patients in
ways that produce short-term savings but result in higher
spending in the long run.

The right way to evaluate the effectiveness of a payment
model is not based on whether spending decreases but
whether the payments provide sufficient resources to
cover the costs of delivering high-quality care to patients,
and whether the accountability component ensures that
every patient is receiving appropriate, high-quality care.
Unfortunately, in the Medicare program, Congress re-
quired that the Center for Medicare and Medicaid Inno-
vation (CMMI) focus on projects that will reduce total
Medicare spending. Moreover, CMMI is prohibited from
continuing or expanding a demonstration project unless
the CMS Office of the Actuary certifies that total spend-
ing will not increase. As a practical matter, the Actuary
will never certify a CMMI model unless an evaluation
shows that it actually reduced total Medicare spending.
Consequently, unless Congress changes the statute, it is
unlikely that CMMI would ever implement a demonstra-
tion program using true Patient-Centered Payment.83

C. Impacts on Productivity
and Employer Costs

Better care for patients with chronic conditions can also
have a beneficial impact on worker productivity. Work-
ing-age individuals who have poorly managed chronic
conditions are likely to either have absences from work
or to have what is often called “presenteeism,” i.e., the
individual is on the job but is not functioning efficiently
or effectively. Analyses have estimated that for many
types of common health problems, the cost of lost
productivity from both absenteeism and presenteeism is
much greater than the amount spent on healthcare ser-
vices to treat them.84

Patient-Centered Payment for Care of Chronic Conditions
can help physician practices improve worker productivity
in several different ways:

® The physician practice can be organized to respond
quickly when a patient has a new health problem or
an exacerbation of an existing problem, rather than
forcing a patient to suffer with symptoms for days or
even weeks before being diagnosed and treated.

® The practice will have the flexibility and resources to
provide services to patients in a way that is conven-
ient for the patient’s work schedule and responsibili-
ties. The patient will not be forced to miss work in
order to come to the physician’s office for something
that could have been addressed over the phone or
through a telehealth visit, and the patient will not be
forced to make multiple short visits to address what
could be addressed in a single visit of adequate
length.

Current Payment Systems

Avoidable
Hospitalizations
for Disease
Exacerbations

Unnecessary &
Unnecessarily-Expensive
Tests & Treatments

Treatments for
Wrong Diagnosis

Fee-for-Service
Payments to
Physician Practices for
Chronic Condition
Care

FIGURE 33
Impact of Patient-Centered Payment on Total Healthcare Spending
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® The practice will be accountable for delivering the evi-
dence-based services to each patient that are most
likely to successfully address their health problems,
and the practice will have adequate time and staff to
help patients understand and use those services.

® The practice will also be accountable for monitoring
how well patients are doing so it can modify treat-
ments (or the diagnosis) when the evidence-based
services are not working well for a particular patient.

In addition, if a worker does not have a chronic disease,
but they have a child who does, better management of
the child’s condition will help the parent avoid missing
work.

Higher worker productivity has a direct economic benefit
for employers, both by reducing costs (e.g., avoiding the
need to hire temporary workers) and increasing reve-
nues (through the ability to deliver more products or ser-
vices). The resulting higher profits experienced by the
employer will offset at least some and potentially all of
the higher amounts spent to support high-quality chronic
condition care for its employees and their families. The
employees also receive an economic benefit; hourly
workers will have higher incomes if they miss fewer
hours of work, and employees can be paid more if they
increase the profitability of their employer.

The monetary benefits of higher productivity may well
offset any net cost of higher payments for chronic condi-
tion care. However, the benefits of higher productivity
accrue to the employer and employees, not to the em-
ployees’ health insurance plan. The cost of higher
spending on physician services will be passed on directly
to self-insured employers, but for small businesses and
individuals that purchase health insurance directly, high-
er payments for these services will need to come out of
the premiums collected by the health insurance compa-
nies. The benefits of improved productivity received by
the small businesses and workers would help to offset
any increase in insurance premiums they might need to
pay to support higher payments to physician practices by
the health insurance plan.

Current Payment Systems
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V Implementing
" Patient-Centered Payment

A. Operationalizing
Billing and Payment

Two actions will be needed in order to enable physician
practices to bill for and receive Diagnosis Payments,
Care Planning Payments, and Condition Management
Payments:

(1) creating billing codes for each of the payment cate-
gories shown in Figure 24, and

(2) assigning adequate payment amounts to those
billing codes.

1. Creation of Billing Codes and Rules

For patients who have insurance coverage, a physician
practice is currently paid by submitting a claim form
each month to the patient’s health insurance plan, with
billing codes on the form describing the services deliv-
ered. Under Patient-Centered Payment, the appropriate
codes for the new payments shown in Figure 24 (i.e., the
Diagnosis Payment, the monthly Condition Management
Payment, etc.) would be submitted on a claim form when
the practice delivered the services associated with one
or more of those payments to the patient during the
month and did so in a way that was consistent with an
evidence-based Clinical Practice Guideline.

Ideally, these codes should be part of the standard set
of CPT (Current Procedural Terminology) codes that de-
scribe the services physicians deliver. To accomplish
this, the American Medical Association’s CPT Editorial
Panel would need to establish a formal definition for
each of the patient-centered chronic condition care ser-
vices (e.g., diagnosis of symptoms, care planning, or
condition management) and assign a specific CPT code
to that definition.

When the CPT Editorial Panel creates a new CPT code, it
will also specify which other CPT codes should not be
used for the same patient during the same period of
time. These rules are then incorporated into the Nation-
al Correct Coding Initiative (NCCI) Procedure-to-
Procedure (PTP) Column One/Column Two Correct Cod-
ing edit fileds to ensure a claim containing the ineligible
codes would not be paid.

Under Patient-Centered Payment for Care of Chronic
Conditions, a practice that bills for services using the
codes for Diagnosis Payments, Care Planning Payments,
and Condition Management Payments should not also
bill for services using existing Evaluation and Manage-
ment Services CPT codes for Office or Other Outpatient
Visits, for Principal Care Management Services, or for
Chronic Care Management Services. However, the prac-
tice should be able to continue billing for other Evalua-
tion and Management Services codes when appropriate;
for example, the CPT codes for Initial Hospital Care and
Subsequent Hospital Care would still be used if the phy-

sician is managing the care of a patient during a hospi-
tal stay.

2. Assigning Adequate Payment Amounts

It is not enough to create billing codes; if the amounts
paid for the codes are not adequate, a physician prac-
tice will not be able to deliver high-quality care. Conse-
quently, once the CPT codes for Patient-Centered Pay-
ment for Care of Chronic Conditions are defined, an ade-
quate payment amount needs to be assigned to each
code.

The amount that Medicare and most health plans cur-
rently pay for a service delivered by a physician is deter-
mined through a two-step process: (1) the CPT code for
the service is assigned a Relative Value Unit (RVU)
amount and (2) each year, the RVU amount is multiplied
by an annual Conversion Factor to determine the dollar
amount of the payment.

a. Assigning RVUs to Payment Categories for
Chronic Condition Care

RVUs for new billing codes are developed by the Ameri-
can Medical Association/Specialty Society RVS Update
Committee, commonly known as the “RUC.” When the
CPT Editorial Panel creates a new CPT code, the RUC
develops a recommendation on the number of RVUs
that should be assigned to that code. The RUC also re-
views and makes adjustments to the RVU amounts for
existing CPT codes when there is reason to believe they
are no longer accurate.8é In most cases, the Centers for
Medicare and Medicaid Services (CMS) uses the RVU
values recommended by the RUC in determining Medi-
care payments, but it is not obligated to do so, and in
some cases, it assigns a different number of RVUs to a
CPT code than what the RUC has recommended.

Initially, it will be impossible for either the RUC or CMS to
determine exactly what RVU amounts are “right” for the
Patient-Centered Payment CPT codes. There is very little
data on how much time and cost is involved in delivering
high-quality care for chronic conditions because the cur-
rent payment system prevents physician practices from
delivering evidence-based services in the most effective
way. The estimates in Section Ill can be used initially,
but after the services are being delivered, the amounts
will need to be revised based on information from physi-
cian practices about the actual time and costs required.

This is exactly the process that is currently used by the
RUC to assign and update RVUs for all new CPT codes.
When a new type of physician service is defined and a
CPT code is assigned, the RUC engages in a process to
estimate what the appropriate RVU amount for that ser-
vice should be, using whatever data it can obtain and
making informed assumptions in order to fill the gaps in
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data. After the service is being delivered, the RUC col-
lects data on the actual time and costs involved and de-
termines whether and how to revise the RVU value.

Determining an Appropriate Conversion Factor

As soon as estimates are made of the time and costs
associated with delivering the services associated with
the new CPT codes in order to assign the RVU amounts,
the information on times and costs should also be trans-
lated into:

® an estimate of the optimal number of patients for
whom a physician practice could provide high-quality
chronic condition care;

® an estimate of the total number of RVUs for the new
services the practice would deliver to those patients;
and

® an estimate of the total amount of revenue that the
practice would need to receive to cover its costs for
the services delivered to those patients.

These estimates could be made using calculations simi-
lar to those shown in Section Ill. The appropriate Conver-
sion Factor can then be determined by dividing the esti-
mated total revenue needed by the estimated total RVUs
for the services that would be delivered.8”

Although these types of calculations are not typically
carried out by the RUC, the RVU values the RUC assigns
will be of little benefit if they are not converted into ade-
quate payment amounts. Consequently, it would be de-
sirable if the RUC also recommended what the Conver-
sion Factor should be in order to ensure payments are
adequate.

Each year, the Conversion Factor will need to be updated
based on inflation, and the RVUs and Conversion Factor
should be periodically re-evaluated to ensure they reflect
the current costs of delivering evidence-based services.

Setting an Appropriate Conversion Factor
for Medicare Payments

In the Medicare program, the Centers for Medicare and
Medicaid Services (CMS) establishes a new conversion
factor each year through regulation, using a methodology
specified in statute. The Medicare conversion factor was
originally supposed to be increased every year by an Up-
date Factor designed to reflect inflation (as measured by
the Medicare Economic Index). However, Congress now
specifies the annual Update Factor in law, and it is no
longer based on actual inflation amounts.88 Unfortu-
nately, this has caused the actual payments to physician
practices for most services to be inappropriately low. As
a result of both the low annual updates and budget neu-
trality requirements, the Medicare Conversion Factor in
2021 was almost 9% lower than it was two decades ear-
lier in 2001, even though the amounts that physician
practices have to pay for staff, insurance, supplies, and
office space increased during that time.

Because of this, the Conversion Factor that is needed to
ensure adequate amounts for Patient-Centered Payment
in Medicare is likely to be significantly higher than the
standard Conversion Factor used by CMS. Consequent-
ly, for physician practices participating in Patient-

Centered Payment, CMS will need to make an adjust-
ment to the payment amounts that would be determined
using its standard Conversion Factor. CMS already
makes a number of “policy adjustments” to payment
amounts after multiplying RVUs by the standard Conver-
sion Factor, including reductions for non-participating
physicians, bonuses for physicians practicing in Health
Professional Shortage Areas, and increases or decreas-
es specified under the Quality Payment Program based
on performance in the Merit-Based Incentive Payment
System and participation in Alternative Payment Models.
Adjustments to ensure adequate amounts for Patient-
Centered Payment could be made through a similar pro-
cess.

Setting an Appropriate Conversion Factor for
Health Insurance Plan Payments

Health insurance plans are not required to use the Medi-
care Conversion Factor and they frequently use different
conversion factors for different physician practices. If
the Conversion Factor needed to create adequate
amounts for Patient-Centered Payment is higher than
what the plan is currently using to pay a physician prac-
tice, the health plan would need to make an adjustment
to that plan’s Conversion Factor, similar to what is de-
scribed for Medicare.

Some payers pay for services using fee schedules that
bear no relation to the RVU structure. These payers
would need to establish amounts for each payment cate-
gory in Patient-Centered Payment based on the results
of the analysis of costs described above.

B. Making Patient-Centered Payments
Available to Physician Practices

It does little good to define the CPT codes, appropriate
RVU amounts, and adequate Conversion Factor neces-
sary for implementation of Patient-Centered Payment for
Care of Chronic Conditions if health insurance plans,
Medicare, and Medicaid programs are not willing to use
them to pay physician practices. Moreover, it will be
difficult to justify doing the work needed to carry out
these preparatory steps properly if there is little or no
confidence that the work will actually be used by payers
to improve the way physician practices are paid.

Every person who has a chronic condition should have
the ability to receive high-quality care for that condition
regardless of what type of insurance they have. Conse-
quently, every payer - every commercial insurance plan,
every Medicare Advantage plan, every Medicaid Man-
aged Care Organization, every state Medicaid agency,
and Original (fee-for-service) Medicare - should agree to
make Patient-Centered Payment for Care of Chronic Con-
ditions available to any physician practice providing ser-
vices to the patients insured by that payer so that all
patients with a chronic condition have the opportunity to
receive high-quality care.

Making Patient-Centered Payment available to all physi-
cian practices does not mean that a payer should re-
quire that every practice be paid in this way. Some prac-
tices may not be willing or able to immediately change
the way they deliver care consistent with the expecta-
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tions of Patient-Centered Payment for Care of Chronic
Conditions. There is no need to hold back the practices
that are willing to change, or to delay payments for prac-
tices that are already delivering high-quality care and
losing money doing so. Most physician practices that
manage the care of patients with chronic conditions
want a better payment system than they have today, and
most practices will likely want to participate once they
see that a payer is implementing Patient-Centered Pay-
ment properly.

Moreover, once patients with chronic conditions see how
much better care can be under a better payment system,
they will want to receive the kind of care that practices
can deliver when they participate in the Patient-Centered
Payment system. As long as patients have a choice of
which physician practices to use, the patients can switch
to a practice that delivers patient-centered care, which
will help to encourage practices to begin using Patient-
Centered Payment for Care of Chronic Conditions. In
addition, if patients have a choice of insurance plans,
they can choose a plan which will pay their physicians
using Patient-Centered Payment.
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