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A Short Quiz About 

the U.S. Economy

QUESTION #1:
In which U.S. industries 

are the key employees told 
that at the end of the year, 
they can expect to receive

a 25% pay cut
regardless of how well 
theyôve performed?
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A Short Quiz About 

the U.S. Economy

QUESTION #1:
In which U.S. industries 

are the key employees told 
that at the end of the year, 
they can expect to receive

a 25% pay cut
regardless of how well 
theyôve performed?

ANSWER:
Health Care
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Medicare SGR Is a Big Problem, 

But So Is Lack of Annual Updates

Physician
Practice 
Costs

Physician
Payment
Increases

If SGR Cut
Is Made

23% Effective
Reduction
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A Short Quiz About 

the U.S. Economy

QUESTION #2:
In which U.S. industries 

are businesses forced to sell
their products and services

through an intermediary 
who demands large discounts 

from the supplier
but then marks up those prices 

to the consumer by 18-25%?
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A Short Quiz About 

the U.S. Economy

QUESTION #2:
In which U.S. industries 

are businesses forced to sell
their products and services

through an intermediary 
who demands large discounts 

from the supplier
but then marks up those prices 

to the consumer by 18-25%?

ANSWER:
Health Care
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We Spend As Much on Health 

Insurance Admin/Profit as on Drugs

Admin: $110 billion

Drugs: $117 billion
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A Lot of a Physicianôs Pay Goes To 

Costs of Dealing with Health Plans

Admin: $110 billion

Drugs: $117 billion

Admin: $30 billion
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A Short Quiz About 

the U.S. Economy

QUESTION #3:
In which U.S. industries 

can one set of employees
only get a raise if other

employees take a pay cut,
even when the business is

performing well?
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A Short Quiz About 

the U.S. Economy

QUESTION #3:
In which U.S. industries 

can one set of employees
only get a raise if other

employees take a pay cut,
even when the business is

performing well?

ANSWER:
Health Care
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The SGR Pits Physicians

Against Each Other

PCP Fees

Specialty

Fees

PCP Fees

Specialty

Fees

Physician Payments Capped by the Sustainable Growth Rate
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Most Medicare Spending

Doesnôt Go to Physicians

Physicians:
16%
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All Physicians Should Benefit By 

Lowering Other Medicare Spending

PCP Fees

Specialty

Fees

PCP Fees

Drug
Costs

Hospital &

Post-Acute

Care Costs

Specialty

FeesPhysician

Fees

(Part B)

Total

Healthcare

Costs

(Parts A,

B, and D)

Drug
Costs

(Part D)

Hospital &

Post-Acute

Care Costs

(Part A)

Savings
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A Short Quiz About 

the U.S. Economy

QUESTION #4:
Who is to blame for
the way physicians

are paid and
micromanaged?
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A Short Quiz About 

the U.S. Economy

QUESTION #4:
Who is to blame for
the way physicians

are paid and
micromanaged?

ANSWER:
Physicians
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The Blame Rests With Physicians

ÅPhysicians havenôt defined solutions to control healthcare 
costs without rationing

ÅPhysicians are seen as the drivers of higher costs

ÅPhysicians havenôt defined payment models that will support 
lower-cost, higher-quality care and maintain financial viability 
for physician practices

ÅPhysicians arenôt organized to manage and deliver 
high-value population health care to purchasers and patients
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The Sorry State of 

American Healthcare

High
Healthcare

Costs

Mediocre
Quality

Overworked,
Unhappy

Physicians

Loss of
Independent

Practices

Purchaser-
Provider

Price Wars

Patients
as Pawns

TODAY
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Our Goal Should Be More 

Than the ñTriple Aimò
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Are CAPG Groups the Leaders?
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CAPG Groups Arenôt Doing 

Enough to Change Healthcare
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And Some Providers in Other 

States Are Moving Faster
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Four Things CAPG Groups 

Need for Greater Success

CAPG
Groups
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#1: Improve the Way 

Physicians Are Paid

CAPG
Groups

PCPs Specialists

True
Payment Reform

for Physicians
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#2: Develop Stronger 

Partnerships With Hospitals

CAPG
Groups

Hospitals

PCPs Specialists

Strong
Partnerships

with 
Hospitals

True
Payment Reform

for Physicians
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#3: Stop Relying on HMO Plans

For Payment and Patient Control

CAPG
Groups

Hospitals

PCPs Specialists

Strong
Partnerships

with 
Hospitals
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Payment Reform
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Patient-

Centered
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#4: Partner With Your Other

Real Customers: Employers

CAPG
Groups

Hospitals

PCPs Specialists

Strong
Partnerships

with 
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True
Payment Reform
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Strong
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with 
Employers
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#1: Improve the Way 

Physicians Are Paid

CAPG
Groups

PCPs Specialists

True
Payment Reform

for Physicians
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Everybody Agrees FFS is Bad,

But Most Donôt Really Know Why

Physicians

Health Plan

FFS
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Is FFS an Addiction of Physicians 

That They Canôt Control?

Physicians

Health Plan

FFS

ñI wish I could stop ordering more services, 

but I canôt control myselfò
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Health Plans Cut Fees In Order to 

ñManage Careò (Control Doctors)

Physicians

Health Plan

FFS

Care Mgt/UR
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The Real Problem: FFS Creates 

Barriers to the Care Patients Need

Physicians

Health Plan

FFS

Care Mgt/UR
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The Real Problem: FFS Creates 

Barriers to the Care Patients Need

LACK OF 
FLEXIBILITY

ÅNo payment for 
phone calls or emails 
with patients

ÅNo payment to 
coordinate care 
among providers

ÅNo payment for non-
physician support 
services to help 
patients with self-
management

ÅNo flexibility to shift 
resources across 
silosPhysicians

Health Plan

FFS

Care Mgt/UR
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The Real Problem: FFS Creates 

Barriers to the Care Patients Need

LACK OF 
FLEXIBILITY

ÅNo payment for 
phone calls or emails 
with patients

ÅNo payment to 
coordinate care 
among providers

ÅNo payment for non-
physician support 
services to help 
patients with self-
management

ÅNo flexibility to shift 
resources across 
silos

PENALTY FOR
QUALITY/EFFICIENCY

ÅLower revenues if 
patients donôt make 
frequent office visits

ÅLower revenues for 
performing fewer tests 
and procedures

ÅLower revenues if 
infections and 
complications are 
prevented instead of 
treated

ÅNo revenue at all if
patients stay healthy

Physicians

Health Plan

FFS

Care Mgt/UR



35©  2009-2014 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

So How Are Payers 

Fixing These Problems?

Physicians

Health Plan

Care Mgt/UR

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs
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Most ñPayment Reformsò Donôt 

Really Fix The Problems with FFS

FFS

Shared Savings

Shared Savings

FFS

P4P

FFS

PMPM

Physicians

Health Plan

Care Mgt/UR

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs
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CAPG Groups to the Rescue!

Payment From Plans is NOT FFS

Physicians

Health Plan

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs

Health Plan

CAPG Group

Capitation
P4P/PMPM/SS

Care Mgt/UR
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CAPG Groups Do Care Mgt/UR

Instead of Health Plans!

Physicians

Health Plan

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs

Health Plan

CAPG Group

Capitation
P4P/PMPM/SS

Care Mgt/UR

Care Mgt/UR
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Then CAPG Groups Pay Docsé

éFFS (ñRVUsò) + A Little P4P

Physicians

Health Plan

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs

Physicians

Health Plan

CAPG Group

FFS

Capitation

P4P/Surplus

P4P/PMPM/SS

Care Mgt/UR

Care Mgt/UR
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So EVERYBODY Is Still Paying 

Physicians Fee for Service

Health Plan

FFS
ÅNo payment for 
services that will 
benefit patients
ÅLower revenues 
from reducing 
avoidable costs

Physicians

Health Plan

CAPG Group

FFS

Capitation

P4P/Surplus

P4P/PMPM/SS

Care Mgt/UR

Care Mgt/UR



What Would

ñTrueò Payment Reform 

Look Like?



Example: Oncology



43©  2009-2014 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

What Takes the Time/Expertise

of an Oncology Practice?

6 Months of TreatmentNew
Patient

Post-Tx Follow-Up
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What Generates Revenues for

an Oncology Practice?

6 Months of TreatmentNew
Patient

Post-Tx Follow-Up
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Mismatch Between Revenues

and Patient Care in Oncology

6 Months of TreatmentNew
Patient

Post-Tx Follow-Up
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Condition-Based Payment Being 

Developed for Oncology by ASCO

6 Months of TreatmentNew
Patient

Post-Tx Follow-Up

New

Patient

Payment Tx
Month

Pmt

Tx
Month

Pmt

Tx
Month

Pmt

Tx
Month

Pmt

Tx
Month

Pmt

Tx
Month
Pmt

Non-Tx
Mo. $

Non-Tx
Mo. $

Non-Tx
Mo. $

Higher Payments

For More Complex Pts
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Billable E&M Visits

Unbillable Services

Oncolytic Drugs

ER/Hospital Admits

TODAY

Oncology

Spending

Per

Patient

Chemotherapy
Administration Pmts

Markup on Drugs

Supportive Drugs

Testing & Surveillance

Payment

to

Oncology

Practice

Oncology Payment Today: Visits, 

Infusions, Drugs; No Accountability

No Accountability
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Billable E&M Visits

Unbillable Services

Oncolytic Drugs

ER/Hospital Admits

TODAY

Oncology

Spending

Per

Patient

TOMORROW

Chemotherapy
Administration Pmts

Markup on Drugs

Supportive Drugs

Testing & Surveillance

Payments for:
ÅNew Patient
ÅTreatment
ÅTransition
ÅMonitoring

Cost of Drug Inventory

Pathway Use Adjustments
Utilization/Cost Adjustments

PAYMENT TO
ONCOLOGY
PRACTICE

FOR
PATIENT-

CENTERED
CARE

Quality Adjustments

Oncology Payment Tomorrow:

Patient Centered Care
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Billable E&M Visits

Unbillable Services

Oncolytic Drugs

ER/Hospital Admits

TODAY

Oncology

Spending

Per

Patient

TOMORROW

Chemotherapy
Administration Pmts

Markup on Drugs

Supportive Drugs

Testing & Surveillance

Payments for:
ÅNew Patient
ÅTreatment
ÅTransition
ÅMonitoring

Oncolytic Drugs

ER/Hospital Admits

Cost of Drug Inventory

Supportive Drugs

Testing & Surveillance

Pathway Use Adjustments
Utilization/Cost Adjustments

PAYMENTS
FOR

OTHER
SERVICES

RELATED TO
ONCOLOGY
TREATMENT

PAYMENT TO
ONCOLOGY
PRACTICE

FOR
PATIENT-

CENTERED
CARE

Quality Adjustments

SAVINGS

Accountability for Avoidable 

Oncology-Related Spending
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Detailed Payment Design

for Oncology Payment Model
http://www.asco.org/advocacy/physician-payment-reform
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Detailed Payment Design

for Oncology Payment Model

CAPG Physician Groups

Could Be Doing 

Something Like This

With the Flexibility

Under Capitation

http://www.asco.org/advocacy/physician-payment-reform
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Detailed Payment Design

for Oncology Payment Model

CAPG Physician Groups

Could Be Doing 

Something Like This

With the Flexibility

Under Capitation

But Are You?

http://www.asco.org/advocacy/physician-payment-reform



Example: Primary Care

(and Specialty Neighborhood)
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A Better Way to 

Pay for Primary Care

Employers
West 

Michigan
Payment
Design

Workgroup

Primary
Care

Physicians

SpecialistsUnions

Health
Plans
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Current Payment 

for Primary Care

Payer

Payer

Payer

CURRENT
PAYMENT

PRIMARY CARE
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Current Payment 

for Primary Care

Payer

Payer

Payer

Office Visits for
Preventive Services

Tests & Procedures for
Preventive Services

CURRENT
PAYMENT

PRIMARY CARE
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Current Payment 

for Primary Care

Payer

Payer

Payer

Office Visits for
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

CURRENT
PAYMENT

PRIMARY CARE
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Current Payment 

for Primary Care

Payer

Payer

Payer
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Preventive Services

Office Visits for 
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Preventive Services

Tests & Procedures for
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Tests & Procedures for
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CURRENT
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PRIMARY CARE
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Current Non-Payment

for Primary Care
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Current Non-Payment

for Primary Care
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What Is Not Paid For Is Exactly

Whatôs Needed to Improve Quality
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Payer

Payer

Office Visits for
Preventive Services

Outreach Calls for 
Preventive Services

Office Visits for 
Chronic Disease Issues

Proactive Care Mgt for 
Chronic Disease

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

CURRENT
PAYMENT

NO 
PAYMENT

NO 
PAYMENT

PRIMARY CARE

Preventive Care Quality

Chronic Disease Mgt Quality



62©  2009-2014 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

A Better Approach: Flexible 

Payment Instead of E&M Payment
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Size of Monthly Payment Should 

Differ Based on Patient Health

No Chronic Disease
and 

No Major Risk Factors

PATIENT HEALTH ISSUES
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A Better Benefit Design

For Patients

BENEFIT DESIGN

ÅPatient enrolls as 
a ñmemberò of the 
primary care 
practice, but has 
no restrictions on 
other care

ÅPatient has no 
copays for visits 
related to either 
preventive care or 
chronic disease 
care from this 
practice

ÅPatient only pays 
cost-sharing for 
acute issues

Office Visits for
Preventive Services

Outreach Calls for 
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PROPOSED
PAYMENT

Payer

Payer

Payer

Monthly
Core 

Primary 
Care

Services 
Payment

PRIMARY CARE

Proactive Care Mgt for 
Chronic Disease
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Better Payment for the ñMedical 

Neighborhoodò (Specialists)

SPECIALIST PMT

ÅPayments for 
telephone calls & 
emails for PCP 
consults with 
specialists they 
work with

ÅSharing of the 
monthly core 
payment if the 
specialist is 
co-managing the 
patient with the
PCP

ÅTransfer of 
monthly payment 
to specialist for 
some patients

Office Visits for
Preventive Services

Outreach Calls for 
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PROPOSED
PAYMENT

Payer

Payer

Payer

Monthly
Core 

Primary 
Care

Services 
Payment

PRIMARY CARE

Proactive Care Mgt for 
Chronic Disease
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Accountability for Spending and 

Quality That PCPs Can Control

ACCOUNTABILITY

ÅMonthly payment 
would be adjusted 
up or down based 
on quality and 
avoidable 
utilization

ü Quality of 
preventive care

ü Quality of 
chronic disease 
care

ü Avoidable ER 
utilization

ü High-tech 
imaging

ü Specialty 
referrals

Office Visits for
Preventive Services

Outreach Calls for 
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PROPOSED
PAYMENT

Payer
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Payer

Monthly
Core 

Primary 
Care

Services 
Payment
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Proactive Care Mgt for 
Chronic Disease
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This is Different Than

Current PCMH Programs

Office Visits for
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PMPM for
ñCare Managementò

Current PCMH Model

P4P/Shared Savings

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

Core Primary Care
Services Payment

Performance Adjustment

NEW MODEL
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Itôs Also Different from Traditional 

PCP Capitation Programs

Office Visits for
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PMPM for
ñCare Managementò

Primary Care
Capitation

Current PCMH Model

P4P/Shared Savings P4P

PCP CapitationNEW MODEL

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

Core Primary Care
Services Payment

Performance Adjustment
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P4P

Itôs Better Than 

Current PCMH or Capitation

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

Office Visits for
Preventive Services

Office Visits for 
Chronic Disease Issues

Tests & Procedures for
Preventive Services

Tests & Procedures for
Chronic Disease Mgt

Tests & Procedures for
Acute Issues

Office Visits for
Acute Issues

PMPM for
ñCare Managementò

Core Primary Care
Services Payment

Primary Care
Capitation

Current PCMH Model

P4P/Shared Savings

Performance Adjustment

PCP Capitation

ÅMost practice 
revenue still 
comes from 
office visits

ÅFewer office 
visits = lower 
revenue, even 
with PMPM

ÅPatient still 
discouraged 
from office visits 
by copays

ÅPatients must be
attributed based 
on claims

ÅNo incentive for 
PCP practice to 
see patient for 
acute needs

ÅPayment is the 
same for patients 
with high needs 
as low needs

ÅEmployer is 
paying even if 
patient needs 
few services

ÅPatients must 
enroll for all 
services

ÅPCP practice 
receives 
predictable, 
flexible payment 
for patient mgt

ÅHigher payment 
for patients with
greater needs

ÅEmployer only 
pays more if 
patient needs or 
receives more 
services

ÅPatient enrolls
only for prev. & 
chronic care

NEW MODEL

(PARTIAL CAPITATION)
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A Better Way to 

Pay for Primary Care

CAPG Physician Groups

Could Be Doing 

Something Like This

With the Flexibility

Under Capitation
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A Better Way to 

Pay for Primary Care

CAPG Physician Groups

Could Be Doing 

Something Like This

With the Flexibility

Under Capitation

But Are You?
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Those Are SOME Examples of 

True Payment Reform

CAPG
Groups

PCPs Specialists

True
Payment Reform

for Physicians
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What About the Proceduralists??
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Many Ways to Reduce Tests & 

Services Without Harming Patients


