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How Do You Control the 

Growth in Healthcare Spending?

HEALTH
CARE

SPENDING

$

HEALTH
CARE

SPENDING

HEALTH
CARE

SPENDING

HEALTH
CARE

SPENDING



3©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Cut
Provider Fees

Typical Cost Control Strategy #1:

Cut Provider Fees for Services
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Shift Costs
to Patients

Typical Cost Control Strategy #2:

Shift Costs to Patients
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Typical Cost Control Strategy #3:

Delay or Deny Care to Patients
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Typical Strategies Benefit Payers

But Harm Patients
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A Better Way:

Value-Based Care for Patients
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Reduce 
Avoidable
Services

Most Value-Based Care Involves 

Reducing Avoidable Spending

Improve
Necessary
Services
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Avoidable Spending is Bad

for Both Patients and Payers
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Avoidable Spending is Bad

for Both Patients and Payers
CHRONIC DISEASE

•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease
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Avoidable Spending is Bad

for Both Patients and Payers

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease
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Avoidable Spending is Bad

for Both Patients and Payers

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease

CANCER TREATMENT
•Progression of disease before diagnosis
•Use of unnecessarily-expensive drugs
•ED visits/admits for complications
•Fruitless treatment at end of lifeSPENDING

ON
NECESSARY
SERVICES

AVOIDABLE
SPENDING

$
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Avoidable Spending is Bad

for Both Patients and Payers

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease

CANCER TREATMENT
•Progression of disease before diagnosis
•Use of unnecessarily-expensive drugs
•ED visits/admits for complications
•Fruitless treatment at end of life

SURGERY
•Unnecessary surgery
•Use of unnecessarily-expensive implants
• Infections and complications of surgery
•Overuse of inpatient rehabilitation
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SPENDING

$
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Reducing Avoidable Spending is 

a Win-Win for Payers & Patients
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Barriers in the Payment System

Create a Win-Lose for Providers
Lower
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Barrier #1: Inadequate Payments 

for Higher-Value Services
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Avoidable spending often occurs because
there are no payments (or inadequate payment)
for alternative, higher-value services:

•Services other than office visits, such as
phone calls, e-mails, etc.
•Services delivered by non-clinicians, e.g., 
nurses, community health workers, etc.
•Communication between physicians to 
ensure accurate diagnosis & coordinate care
•Non-medical services, e.g., transportation
•Palliative care for patients at end of life

LOW $ FOR
HIGH-VALUE
SERVICES

Delivering these services can reduce
avoidable services and improve value
for payers and patients, but will cause 
financial losses for healthcare providers
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Barrier #2: “Avoidable Spending” 

is Part of Providers’ Revenue
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Providers Use the Revenue to 

Pay for the Costs of Services
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The Majority of Provider Costs 

Are Fixed (in the Short Term)
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Physician Practice Fixed Costs
• Office space lease
• Office staff (MA, receptionist)
• Insurance

Hospital Fixed Costs
• 24/7 (standby) staff

(ED, radiology, labs, maternity, etc.)
• Equipment leases

Variable Costs
• Drugs
• Medical Devices & Supplies
• Part-Time Staff
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SPENDING
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SPENDING

When Healthcare Providers 

Reduce Avoidable Services…
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CURRENT
SPENDING

ON
NECESSARY

SERVICES

AVOIDABLE
SERVICES

…Variable Costs Decrease, 

But Fixed Costs Do Not
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CURRENT
SPENDING

ON
NECESSARY

SERVICES

AVOIDABLE
SPENDING

Revenues Decrease in Direct

Proportion to Service Volume…
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…Resulting in Financial Loss 

for Healthcare Providers
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CURRENT
SPENDING
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AVOIDABLE
SPENDING

Unfunded Costs of High-Value 

Services Increase Losses
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SPENDING
ON
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SERVICES

AVOIDABLE
SPENDING

SAVINGS

Win-Lose: Savings for Payers,

Losses for Providers
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Payment Reforms Are Needed to

Remove Barriers to Better Care
BARRIER #1

BARRIER #2



Do Current 
“Value-Based Payments” 

Remove the Barriers
to Value-Based Care??
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Typical Value-Based Payment: 

No Change in Standard Fees…
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“Value-Based” Payment (Shared Savings/ACO)
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Under typical 
Shared Savings payments 

and Accountable 
Care Organizations (ACOs),

physicians and hospitals
are still paid the

same amounts for the
same services as under
standard fee-for-service

payments, and they 
receive no new payments

or higher payments for
high-value services
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…If Payers Save $$ This Year…
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…If Payers Save $$ This Year…

Providers (May) Get $+ Next Year
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a bonus paid

based on 
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quality/cost
performance
in a previous

year
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Payment Barriers Still Prevent 

Delivery of High-Value Services
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If Provider Qualifies for a 

Shared Savings Bonus…
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…Bonus Payment is Generally

Less Than Added Costs & Losses
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Result: “Value-Based” Payments 

Are Typically Still a Win-Lose
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Even Worse: Bonuses Can Be Paid 

for Reducing Necessary Services

SPENDING
ON

NECESSARY
SERVICES

AVOIDABLE
SPENDING

$

SPENDING
ON

NECESSARY
SERVICES

SAVINGS

YEAR 1

SPENDING
ON

NECESSARY
SERVICES

YEAR 2

P4P/Shared Svgs

AVOIDABLE
SPENDING

SAVINGS

AVOIDABLE
SPENDING

“Value-Based” Payment (Shared Savings/ACO)

Win for
Payers:
Lower

Spending

Loss for
Patients:

Worse
Care &
Access



36©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Reduce 
Avoidable
Services

Payment
for High-

Value
Services

A Win-Win-Win Requires True 

Payment Reform, Not “Incentives”
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How Should We Pay

for Primary Care?

• What exactly is wrong with the current payment system?

• What is the best method for paying primary care practices?

• How much should primary care practices be paid?

• How should the quality of primary care be assessed?

• What has to be done to implement a better payment system?



A Very Short Course

in the Economics

of Primary Care



39©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

A Hypothetical PCP:

How Do They Spend Their Time?
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Assume 9 Hours Per Day

for Patient Care Activities
PHYSICIAN TIME

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Excludes time spent on 
administration of the practice itself
~ 0.5 – 1.0 hour/day; 
Total time per day: 9.5-10 hours
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Not All Patient Care

Occurs During a Patient Visit
PHYSICIAN TIME

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Activities per PCP per Day

Related to Previous Visits

• 23.7 phone calls
• 26% administrative,

e.g., prior authorization

• 12.1 prescription refills

• 16.8 email messages

• 19.5 lab reports

• 11.1 imaging reports

• 13.9 consultation reports

• 97 total = 10+ per hour

Baron RJ.  “What’s Keeping Us So Busy in Primary Care? 

A Snapshot from One Practice.” 

New England Journal of Medicine 362(17): 1632-1636 (2010)

Dyrbye LN et al. “Providing Primary Care in the United States: The Work No One Sees.”  

Archives of Internal Medicine 172(18): 1420-1421 (2012)

Doerr, E et al.  “Between-Visit Workload in Primary Care.”  

Journal of General Internal Medicine 25(12):1289-92 (2010)

Chen MA et al.  “Patient Care Outside of Office Visits: A Primary Care Physician Time Study.”  

Journal of General Internal Medicine 26(1): 58-63 (2010)

Gottschalk A, Flocke SA.  “Time Spent in Face-to-Face Patient Care and Work Outside the Examination Room.” 

Annals of Family Medicine 3(6): 488-493 (2005)

Gilchrist V et al.  “Physician Activities During Time Out of the Examination Room.” 

Annals of Family Medicine 3(6): 494-499 (2005)
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Physicians Are Only Paid for Time 

Spent Seeing Patients in Visits
PHYSICIAN TIME

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Patient Visit Hours 7.2

Traditionally, time spent following 
patient visits is assumed to be 
covered by the payment for the visit
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Assume Two Visits Per Hour

PATIENT VISITS

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Patient Visit Hours 7.2

Visits Per Hour 2

Visits Per Day 14
2 visits/hour ≠ two 30 minute visits;

In addition to time spent talking to or 

examining the patient, 5-15 minutes will 

be spent on EHR charting & ordering

Overhage JM, McCallie Jr. D.  “Physician Time Spent Using the Electronic Health Record 

During Outpatient Encounters: A Descriptive Study.”  

Annals of Internal Medicine 172:169-174 (2020)

Tai-Seale M et al.  “Electronic Health Record Logs Indicate That Physicians Split Time 

Evenly Between Seeing Patients and Desktop Medicine.”  

Health Affairs 36(4): 655-662 (2017)

Gottschalk A, Flocke SA.  “Time Spent in Face-to-Face Patient Care and Work Outside the 

Examination Room.”  

Annals of Family Medicine 3(6): 488-493 (2005)

2 Visits Per Hour 
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How Much is a PCP 

Paid for an Office Visit?
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Patient Visit Hours 7.2

Visits Per Hour 2

Visits Per Day 14

Average $ per Office Visit $87

Medicare Office Visit Payments 2020

CPT Patient Minutes Payment

99201 New 10 $46.56 

99202 New 20 $77.23 

99203 New 30 $109.35 

99204 New 45 $167.10 

99205 New 60 $211.12 

99211 Existing 5 $23.46 

99212 Existing 10 $46.20 

99213 Existing 15 $76.15 

99214 Existing 25 $110.43 

99215 Existing 40 $148.33 

Prior to 2021, Medicare payments 
for Level 4 & 5 office visits 
had to be justified based on the 
number of problems addressed and the 
complexity of physician decision-making.
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Annual Revenue Generated 

By Each Primary Care Physician
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Patient Visit Hours 7.2

Visits Per Hour 2

Visits Per Day 14

$ per Office Visit $87

Visit Revenue Per Year $304,500

Net Procedure Revenue $0

Total Revenue $304,500

For simplicity, this assumes 

no procedure revenue; 

many primary care 

physicians do not perform 

procedures at all; if they 

do, it will reduce the time 

available for visits.
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Is the PCP Making a 

$300,000 Salary?
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 1.8

Patient Visit Hours 7.2

Visits Per Hour 2

Visits Per Day 14

$ per Office Visit $87

Visit Revenue Per Year $304,500

Net Procedure Revenue $0

Total Revenue $304,500



47©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

No: The Physician’s Fees Also 

Have to Pay The Practice Staff
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 1.8 Receptionist $36,000

Patient Visit Hours 7.2 Billing $18,000

Visits Per Hour 2 Physician & Staff Benefits $48,400

Visits Per Day 14 Subtotal Personnel $140,400

$ per Office Visit $87

Visit Revenue Per Year $304,500

Net Procedure Revenue $0

Total Revenue $304,500
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In Addition to Staff, Fees Have to 

Cover Office Overhead Costs
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 1.8 Receptionist $36,000

Patient Visit Hours 7.2 Billing $18,000

Visits Per Hour 2 Physician & Staff Benefits $48,400

Visits Per Day 14 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $87 EHR & IT $6,000

Visit Revenue Per Year $304,500 Malpractice/Liability Insurance $6,000

Net Procedure Revenue $0 Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $304,500
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More Than 50% of Revenues Are

Typically Used to Cover Expenses
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 1.8 Receptionist $36,000

Patient Visit Hours 7.2 Billing $18,000

Visits Per Hour 2 Physician & Staff Benefits $48,400

Visits Per Day 14 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $87 EHR & IT $6,000

Visit Revenue Per Year $304,500 Malpractice/Liability Insurance $6,000

Net Procedure Revenue $0 Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $304,500 Total Expenses $202,400
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The Physician Gets What’s Left

PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 1.8 Receptionist $36,000

Patient Visit Hours 7.2 Billing $18,000

Visits Per Hour 2 Physician & Staff Benefits $48,400

Visits Per Day 14 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $87 EHR & IT $6,000

Visit Revenue Per Year $304,500 Malpractice/Liability Insurance $6,000

Net Procedure Revenue $0 Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $304,500 Total Expenses $202,400

Net Physician Salary $102,100
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Not Enough for Med. School Debt; 

How Does PCP Get Paid More?
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 1.8 Receptionist $36,000

Patient Visit Hours 7.2 Billing $18,000

Visits Per Hour 2 Physician & Staff Benefits $48,400

Visits Per Day 14 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $87 EHR & IT $6,000

Visit Revenue Per Year $304,500 Malpractice/Liability Insurance $6,000

Net Procedure Revenue $0 Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $304,500 Total Expenses $202,400

Net Physician Salary $102,100
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See More Patients

for Shorter Times
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time

Patient Visit Hours

Visits Per Hour 3

Visits Per Day

$ per Office Visit

Visit Revenue Per Year

Total Revenue

3 Visits Per Hour Instead of 2



53©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

More Visits Requires 

More Time Outside of Visits, Too
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 2.3

Patient Visit Hours 6.7

Visits Per Hour 3

Visits Per Day 20

$ per Office Visit

Visit Revenue Per Year

Total Revenue

3 Visits Per Hour Instead of 2

More Visits => More Follow-Up Time

More Visits Per Day
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Payments Are Lower for 

Shorter Visits But Higher Per Hour
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 2.3

Patient Visit Hours 6.7

Visits Per Hour 3

Visits Per Day 20

$ per Office Visit $80

Visit Revenue Per Year

Total Revenue

3 Visits Per Hour Instead of 2

Less Complex Visits => Lower Payment

More Visits Per Day
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On Balance, the Practice

Will Get a Lot More Revenue
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0

Non-Visit Patient Care Time 2.3

Patient Visit Hours 6.7

Visits Per Hour 3

Visits Per Day 20

$ per Office Visit $80

Visit Revenue Per Year $400,000

Total Revenue $400,000
More Visits => More Revenue

Even with Lower Average Fee Per Visit
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But This is Still Not a

Competitive Physician Salary 
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 9.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.3 Receptionist $36,000

Patient Visit Hours 6.7 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 20 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $400,000 Malpractice/Liability Insurance $6,000

Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $400,000 Total Expenses $202,400

Net Physician Salary $197,800
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The Only Solution:

Work Longer Hours
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0

Non-Visit Patient Care Time 2.0

Patient Visit Hours 8.0

Visits Per Hour

Visits Per Day

$ per Office Visit

Visit Revenue Per Year

Total Revenue

More Time for Visits During the Day

Shift Charting & Email to Evening
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More Daytime Hours for Visits

= More Patient Visits Per Day
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0

Non-Visit Patient Care Time 2.0

Patient Visit Hours 8.0

Visits Per Hour 3

Visits Per Day 24

$ per Office Visit

Visit Revenue Per Year

Total Revenue

More Time for Visits During the Day

More Visits Per Day

Shift Charting & Email to Evening
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More Patient Visits =

More Revenue
PRACTICE REVENUES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0

Non-Visit Patient Care Time 2.0

Patient Visit Hours 8.0

Visits Per Hour 3

Visits Per Day 24

$ per Office Visit $80

Visit Revenue Per Year $480,000

Total Revenue $480,000

More Time for Visits During the Day

More Visits Per Day

More Revenue Per Year

Shift Charting & Email to Evening
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Finally, a More Competitive Salary

for the Primary Care Physician…
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $480,000 Malpractice/Liability Insurance $6,000

Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $480,000 Total Expenses $202,400

Net Physician Salary $277,600
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…But Patients Will Have to Wait

a Long Time for an Appointment
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $480,000 Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 0.0 Supplies/Other $10,000

Subtotal Non-Personnel $62,000

Total Revenue $480,000 Total Expenses $202,400

Net Physician Salary $277,600
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Leaving Schedule Slots Open

Reduces the Physician’s Salary
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $480,000 Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 1.0 Supplies/Other $10,000

Lost Revenue Per Year ($20,000) Subtotal Non-Personnel $62,000

Total Revenue $460,000 Total Expenses $202,400

Net Physician Salary $257,600
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Allow Patients to Visit by Video

Instead of Coming to the Office?
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

% Telehealth 20%

Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 1.0 Supplies/Other $10,000

Lost Revenue Per Year ($20,000) Subtotal Non-Personnel $62,000

Total Revenue Total Expenses $202,400

Net Physician Salary
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$0 for Telehealth Visits Pre-2020

Would Cut PCP’s Salary By 1/3
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

% Telehealth 20%

$ per Telehealth Visit $0 Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $384,000 Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 1.0 Supplies/Other $10,000

Lost Revenue Per Year ($20,000) Subtotal Non-Personnel $62,000

Total Revenue $364,000 Total Expenses $202,400

Net Physician Salary $161,600
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Payment for Telehealth Visits 

Enabled Them to Occur in 2020
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

% Telehealth 20%

$ per Telehealth Visit $80 Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $480,000 Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 1.0 Supplies/Other $10,000

Lost Revenue Per Year ($20,000) Subtotal Non-Personnel $62,000

Total Revenue $460,000 Total Expenses $202,400

Net Physician Salary $257,600
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Can the Patients Get High-Quality

Primary Care From This Practice?
PRACTICE REVENUES PRACTICE EXPENSES

Days Worked Per Year 250

Hours/Day for Patient Care 10.0 Medical Assistant $38,000

Non-Visit Patient Care Time 2.0 Receptionist $36,000

Patient Visit Hours 8.0 Billing $18,000

Visits Per Hour 3 Physician & Staff Benefits $48,400

Visits Per Day 24 Subtotal Personnel $140,400

% Telehealth 20%

$ per Telehealth Visit $80 Rent/Utilities $40,000

$ per Office Visit $80 EHR & IT $6,000

Visit Revenue Per Year $480,000 Malpractice/Liability Insurance $6,000

Open/Unfilled Slots/Day 1.0 Supplies/Other $10,000

Lost Revenue Per Year ($20,000) Subtotal Non-Personnel $62,000

Total Revenue $460,000 Total Expenses $202,400

Net Physician Salary $257,600
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The PCP Has Nearly 6,000 Visits

With Patients During the Year 

Visits

Per 

Physician

Per Year

5,750

Visits

Per

Day

Days

Per

Year

23 250
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A PCP With That Many Visits

Will Have About 2,500 Patients 

Visits

Per 

Physician

Per Year

5,750

Visits

Per

Day

Days

Per

Year

23 250

Patients 

Per 

Physician

2,500

Visits

Per 

Patient

Per Year

2.3
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Three Types of Things the PCP 

Should be Doing for Those Patients

Patients 

Per 

Physician

2,500

Preventive Care

Acute Care

Chronic Care
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Estimated Time Per Patient for 

Evidence-Based Care

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

2,500

Preventive Care .71

Acute Care .36

Chronic Care 40% .99 Yarnall KSH et al.  “Family Physicians as Team Leaders: ‘Time” 
to Share the Care.”  Preventing Chronic Disease 6(2), A59. 
Centers for Disease Control (2009).

Østbye T et al.  “Is There Time for Management of Patients With 
Chronic Diseases in Primary Care?” Annals of Family Medicine
3(3): 209-214 (2005).

Yarnall KSH et al.  “Primary Care: Is There Enough Time for 
Prevention?”  American Journal of Public Health 93(4): 635-641 
(2003).
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The PCP Would Have to Spend 

20+ Hours Per Day To Do That

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

Hours 

Per 

Physician 

Per Day

2,500

Preventive Care .71 7.1

Acute Care .36 3.6

Chronic Care 40% .99 9.9

Total Time 20.6
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Actually, It Would Take

24 Hours/Day to Do It Right

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

Hours 

Per 

Physician 

Per Day

2,500

Preventive Care .79 7.9

Acute Care .63 6.3

Chronic Care 40% 1.06 10.6

Total 24.8

Longer Visits for
Adequate Acute Care 

&
More Time to Consult

Evidence-Based
Guidelines
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Some Things Could Be Delegated 

to a Nurse (If There Was One)

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

% Time 

Delegated 

to RN

2,500

Preventive Care .79 60%

Acute Care .73 0%

Chronic Care 40% 1.06 40%

Total

Altschuler J, Margolius D, Bodenheimer T, Grumbach K.  “Estimating a Reasonable Patient Panel Size for 

Primary Care Physicians With Team-Based Task Delegation.” Annals of Family Medicine, 10(5): 396-40
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But The Time Demand on the 

Physician Would Still Be Too High

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

% Time 

Delegated 

to RN

Hours 

Per 

Physician 

Per Day

2,500

Preventive Care .79 60% 3.2

Acute Care .73 0% 6.3

Chronic Care 40% 1.06 40% 6.4

Total 15.9
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The Only Solution is to Manage 

A Lot Fewer Total Patients…

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

% Time 

Delegated 

to RN

Hours 

Per 

Physician 

Per Day

1,250

Preventive Care .79 60% 1.6

Acute Care .73 0% 3.6

Chronic Care 40% 1.06 40% 3.2

Total 8.4

Same Day Visits 0.5

Total 8.9
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…As Well as Hiring a Nurse 

to Help the Physician

Patients 

Per 

Physician

Hours 

Per 

Patient

Per Year

% Time 

Delegated 

to RN

Hours 

Per 

Physician 

Per Day

RN 

Hours

Per Day

1,250

Preventive Care .79 60% 1.6 2.4

Acute Care .73 0% 3.6 0.0

Chronic Care 40% 1.06 40% 3.2 2.2

Total 8.4 4.6

Same Day Visits 0.5

Total 8.9
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A PCP Can’t Afford That Under

The Current Payment System
PRACTICE REVENUES PRACTICE EXPENSES

Total Patients 1,250 Nurse (Part-Time or Shared) $40,000

Average Visits Per Patient 2.3 Medical Assistant $38,000

Total Visits Per Year 2,875 Receptionist $36,000

Payment Per Office Visit $87 Billing $18,000

Visit Revenue $250,125 Physician & Staff Benefits $56,400

Subtotal Personnel $188,400

Rent/Utilities $45,000

EHR & IT $10,000

Malpractice/Liability Insurance $9,000

Supplies/Other $12,000

Subtotal Non-Personnel $76,000

Total Revenue $250,125 Total Expenses $264,400

Net Physician Salary ($14,275)
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Financial Realities for 

Primary Care Practices
I’m a family doctor…With the 1800 patients that I take care of, here’s what my day 

looks like:  I see 20-25 patients – with an average of 3 problems per appointment.  I 
respond to 25-30 calls or emails, review 30 reports - from labs, radiologists, ER, 

specialists, physical therapists, home care providers.  I write or refill 20-25 
prescriptions.  For all of these I document what I’ve done … I write referral notes to 

specialists, email consultants with questions, complete forms for patients.

People think my day ends when the last patient walks out the door, but for me it 
feels like that’s when I start my second job.  It continues late into the night and 

extends onto weekends, and does not generate any income.  As hard as I work, I 
still can’t get to everything my patients need, especially the ones who are complex 
…I work with an excellent staff that includes a medical assistant, a receptionist, and 
an office coordinator, but all of the follow up and complex care coordination is on my 

shoulders.

So, I decided to hire a nurse.  In family medicine we don’t hire nurses; we can’t 
afford to.  But I decided I couldn’t afford not to.  I want to take care of my patients the 
right way, and only a nurse can help me do that. I’ll be taking home less money, and 
that is very hard to swallow, but I just can’t do my job the way it should be done 

without help.  
Patty Kellner

Family Physician
Cleveland October 2011
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Five Problems (At Least) 

With Primary Care Today
PROBLEM

Short 
office visits

Schedule filled 
with office 
visits

Poor 
preventive 
care

Poor chronic 
disease 
management

Overworked, 
underpaid PCP
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Negative Impacts on Patients

PROBLEM IMPACT ON PATIENTS

Short 
office visits

• Inaccurate diagnosis
• Multiple visits required
• Unnecessary tests, Rx, referrals

Schedule filled 
with office 
visits

• Long wait for appointments
• Inability to see consistent physician
• Use of urgent care and EDs

Poor 
preventive 
care

• Failure to prevent illness
• Higher cost of delayed treatment

Poor chronic 
disease 
management

• Poor health
• Avoidable complications
• Frequent ED visits

Overworked, 
underpaid PCP

• Too few PCPs
• Employment of PCPs 

by large health systems
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Higher Healthcare Costs and 

Lower Worker Productivity
PROBLEM IMPACT ON PATIENTS IMPACT ON EMPLOYERS

Short 
office visits

• Inaccurate diagnosis
• Multiple visits required
• Unnecessary tests, Rx, referrals

• Spending on unnecessary 
and avoidable services

• Employees miss work for 
multiple visits and 
unnecessary services

• Loss of productivity at work 
due to failure to prevent 
health problems or resolve 
them promptly

Schedule filled 
with office 
visits

• Long wait for appointments
• Inability to see consistent physician
• Use of urgent care and EDs

Poor 
preventive 
care

• Failure to prevent illness
• Higher cost of delayed treatment

Poor chronic 
disease 
management

• Poor health
• Avoidable complications
• Frequent ED visits

Overworked, 
underpaid PCP

• Too few PCPs
• Employment of PCPs 

by large health systems

• Higher utilization of testing, 
etc. by employed PCPs

• Higher prices for services
delivered by consolidated 
health systems
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Are the Problems Caused by

“Fee for Service” Payment?
PROBLEM

Short 
office visits

Schedule filled 
with office 
visits

Poor 
preventive 
care

Poor chronic 
disease 
management

Overworked, 
underpaid PCP
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The Problem is No Fees or

Inadequate Fees for Quality Care
PROBLEM CAUSE

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time
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The Problem is No Fees or

Inadequate Fees for Quality Care
PROBLEM CAUSE

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time

PRE-2020 CAUSE

No
telehealth 
visits

• No fee for 
telehealth 
visits with 
patient in 
their home
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The Solution: 

Fix the Problems with Current FFS
PROBLEM CAUSE

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time

PRE-2020 CAUSE

No
telehealth 
visits

• No fee for 
telehealth 
visits with 
patient in 
their home

TODAY SOLUTION

Many
telehealth 
visits

• Medicare 
now pays 
the same 
fee for a 
telehealth 
visit with a 
patient in 
their home 
as for an 
office visit
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The Solution: 

Fix the Problems with Current FFS
PROBLEM CAUSE SOLUTION

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

• Pay higher fees for visits to 
address new acute problems 
accurately and appropriately

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

• Pay higher fees for acute visits 
that are scheduled in a timely 
fashion

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time
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The Solution: 

Fix the Problems with Current FFS
PROBLEM CAUSE SOLUTION

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

• Pay higher fees for visits to 
address new acute problems 
accurately and appropriately

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

• Pay higher fees for acute visits 
that are scheduled in a timely 
fashion

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

• Pay a monthly fee for each 
patient to assure all preventive 
care is received

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

• Pay a monthly fee for each 
patient with chronic disease to 
provide patient education and 
proactive care management 

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time
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The Solution: 

Fix the Problems with Current FFS
PROBLEM CAUSE SOLUTION

Short 
office visits

• Fee amounts are too low for 
adequate time during visit

• Pay higher fees for visits to 
address new acute problems 
accurately and appropriately

Schedule filled 
with office 
visits

• Fee amounts are too low to 
allow open slots on schedule

• Pay higher fees for acute visits 
that are scheduled in a timely 
fashion

Poor 
preventive 
care

• No fee for outreach to encourage 
and arrange preventive care

• Pay a monthly fee for each 
patient to assure all preventive 
care is received

Poor chronic 
disease 
management

• No fee for time with nurses, 
only visits with physicians

• No fees for education and virtual 
care, only office visits

• Pay a monthly fee for each 
patient with chronic disease to 
provide patient education and 
proactive care management 

Overworked, 
underpaid PCP

• All revenue comes from fees for 
activities performed by physician, 
but fees are less than the value 
of the physician’s time

• Pay adequately for high-quality 
care that meets patient needs

• Give the PCP flexibility to use 
other staff to deliver services in 
the most effective/efficient way
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How Much Should We Pay

for High-Quality Primary Care?
Primary Care 

Service
Payment
Amount

Preventive Care ?????

Acute Care ?????

Chronic Care ?????
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How Much Does it Cost to Deliver

High-Quality Primary Care?
Primary Care 

Service
Payment
Amount

Cost of 
Quality Care

Preventive Care ????? ?????

Acute Care ????? ?????

Chronic Care ????? ?????

Payments should 
be based on what it 
costs to deliver 
high quality care.

Adequacy of 
payments cannot 
be determined by 
the % increase
from payments in 
the past, or 
what % of total 
spending is going 
to primary care.
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Start With the Time That Patients 

Needs for High-Quality Care…

Patients 
Per 

Physician

Hrs Per 
Patient

Per Year

% Time 
Delegated 

to RN

Hours Per 
Physician 
Per Day

RN 
Hours

Per Day

1,250

Preventive Care .79 60% 1.6 2.4

Acute Care .73 0% 4.1 0.0

Chronic Care 40% 1.06 40% 3.2 2.2

Total 8.9 4.6
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Translate the Time Patients Need

Into the Cost for the Practice

Patient Panel
Total Cost

Per Year
Cost 

Per Patient

1,250 Patients

Preventive Care $111,000 $7.40 Per Month

Acute Care 1.25 Acute Visits/Year $220,000 $141 Per Acute Event

Chronic Care 40% of Patients $184,000 $30.60 Per Month

Patients 
Per 

Physician

Hrs Per 
Patient

Per Year

% Time 
Delegated 

to RN

Hours Per 
Physician 
Per Day

RN 
Hours

Per Day

1,250

Preventive Care .79 60% 1.6 2.4

Acute Care .73 0% 4.1 0.0

Chronic Care 40% 1.06 40% 3.2 2.2

Total 8.9 4.6
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Set Primary Care Payment

Amounts to Match the Cost
Primary Care 

Service
Payment
Amount

Cost 
Per Patient

Wellness Care $7.40 Per Month
(enrolled patients) $7.40 Per Month

Acute Care $141 Per New
Acute Problem $141 Per Acute Event

Chronic Condition
Management

$30.60 Per Month
(chronic disease 

patients only)
$30.60 Per Month
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Monthly Payments for Patients

Who Enroll For Proactive Care
Primary Care 

Service
Payment
Amount

Wellness Care $7.40 Per Month
(enrolled patients)

Acute Care $141 Per New
Acute Problem

Chronic Condition
Management

$30.60 Per Month
(chronic disease 

patients only)

• Wellness care and chronic condition 
management have to be proactive, not 
reactive, and the practice has to have the 
flexibility to use different staff in the 
practice to deliver those services.  A 
monthly payment is the best way to 
support that.

• Monthly payments would only be for 
patients who explicitly enroll with the 
practice to receive wellness support or 
chronic condition management services. 
A primary care practice cannot deliver 
these services successfully if a patient 
does not want to receive them.

• Patients need to enroll with the practice, 
not with the health plan.  No patient should 
be “attributed” to a primary care practice 
without the consent of the patient and the 
practice.
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Visit-Based Payments 

Only for New Acute Problems
Primary Care 

Service
Payment
Amount

Wellness Care $7.40 Per Month
(enrolled patients)

Acute Care $141 Per New
Acute Problem

Chronic Condition
Management

$30.60 Per Month
(chronic disease 

patients only)

• Acute care is inherently reactive, and it 
should be delivered in a timely way.  
Acute care is where the physician’s skills 
are most important, and it cannot generally 
be delegated to other team members.

• Payment should support a “visit” with the 
primary care physician to diagnose and 
prescribe appropriate treatment, but 
without restrictions on how the visit occurs, 
i.e., in the office or via telehealth (video or 
phone).

• Acute care payments should only be made 
for new acute problems unrelated to a 
chronic condition; if a visit is needed for a 
problem related to a chronic condition, that 
would be covered by the monthly payment 
for chronic disease management.
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Higher Payment for Newly

Diagnosed & Complex Patients
Primary Care 

Service
Payment
Amount

Wellness Care $7.40 Per Month
(enrolled patients)

Acute Care $141 Per New
Acute Problem

Chronic Condition
Management

$30.60 Per Month
(chronic disease 

patients only)

Complex 
Condition 
Management

$54.60 Per Month
(complex patients 

only)

• Higher monthly payments are needed for 
patients with complex conditions, including 
characteristics such as homelessness, 
illiteracy, lack of access to food or 
transportation, disabilities, etc. that make 
treatment and management of their 
health problems more challenging.
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Patient-Centered Payment

for Primary Care
Patient-Centered 

Primary Care Payment

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition
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Is “Population-Based Payment”

Simpler and Better?
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based on patient needs
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Typical (HCC) Risk Adjustment

Pays More for Chronic Diseases…

$

Time
for

Healthy
Patient

HCC
Risk-

Adjusted
Payment

Time 
Needed 

for
Patient

with
Chronic
Disease

HCC
Risk-

Adjusted
Payment

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

PaymentCost PaymentCost
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HCC
Risk-

Adjusted
Payment

Time
for

Healthy
Patient

HCC
Risk-

Adjusted
Payment

Time 
Needed 

for
Patient

with
Chronic
Disease

HCC
Risk-

Adjusted
Payment

Time
Needed

for
Patient

with
Chronic
Disease

+
Frailty

Poverty,
or

Social
Barriers

No Adjustment for Acute Conditions 

or Social Determinants of Health

INADEQUATE
PAYMENT

INADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

$

Time
Needed

for
Patient

with
Acute
Health

Problem

HCC
Risk-

Adjusted
Payment

PaymentCost PaymentCost PaymentCost PaymentCost
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High 
HCC

Payment

Low HCC
Payment

High 
HCC

Payment

LOSS

Low HCC
Payment

Under Population-Based Payment:

Cherry-Picking Patients => Profits

$

Healthy
Patients

Patients
with
Non-

Complex
Chronic
Disease

Healthy
Patients

Patients
with
Non-

Complex
Chronic
Disease

Patients
with
Non-

Complex
Chronic
Disease

PROFIT

Complex
Patients

Patients
with

Acute
Problems Low HCC

Payment

High 
HCC

Payment

PaymentCost PaymentCost

Healthy
Patients

Healthy
Patients

Healthy
Patients

Low HCC
Payment

Low HCC
Payment

Low HCC
Payment

High 
HCC

Payment

Higher-Need Patients Lower-Need Patients
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“Population-Based Payment”

Will Likely Increase Disparities
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes
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Time
for

Healthy
Patient

Time 
Needed 

for
Patient

with
Chronic
Disease

Time
Needed

for
Patient

with
Chronic
Disease

+
Frailty

Poverty,
or

Social
Barriers

Patient-Centered Payments

Automatically “Risk Adjust” Total $

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

$

Time
Needed

for
Patient

with
Acute
Health

Problem

Wellness
Care

Payment

Complex
Chronic

Condition
Care

Payment

Wellness
Care

Payment

Wellness
Care

Payment

Chronic
Condition

Care
Payment

Acute
Care

Payment

Wellness
Care

Payment

PaymentCost PaymentCost PaymentCost PaymentCost
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PROFIT

PROFIT

Wellness
Payment

Chronic
Condition
Payment

Wellness
Payment

Under Patient-Centered Payment:

Cherry-Picking Patients ≠ Profits

$

Healthy
Patients

Patients
with
Non-

Complex
Chronic
Disease

Healthy
Patients

Patients
with
Non-

Complex
Chronic
Disease

Patients
with
Non-

Complex
Chronic
Disease

Complex
Patients

Patients
with

Acute
Problems

Acute
Care

Payment

Complex
Patient

Payment

PaymentCost PaymentCost

Healthy
Patients

Healthy
Patients

Healthy
Patients

Wellness
Payment

Wellness
Payment

Wellness
Payment

Chronic
Condition
Payment

Higher-Need Patients Lower-Need Patients

Wellness
Payment

Wellness
Payment

Wellness
Payment

Wellness
Payment

Chronic
Condition
Payment

Wellness
Payment
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But Won’t Paying PCPs Fees for

Services Encourage Overuse??
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse

• Doesn’t paying “fees for 
services” encourage overuse??
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Patient-Centered Payment Ties 

Fees to Patient Needs, Not Visits
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse

• More payment if and only if 
patients have more needs that 
the practice addresses, not 
simply based on # of visits
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“Population-Based Payment”

Rewards Undertreatment
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse
and Underuse

• More payment if and only if 
patients have more needs that 
the practice addresses, not 
simply based on # of visits

• Practice is paid each month 
regardless of whether patient’s 
needs are addressed
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Quality Measures Prevent 

Undertreatment, Don’t They?
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse
and Underuse

• More payment if and only if 
patients have more needs that 
the practice addresses, not 
simply based on # of visits

• Practice is paid each month 
regardless of whether patient’s 
needs are addressed

Assurance of
Quality Care

• Quality measures assure that 
patients receive needed care(?)
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Current Approach to Quality: 

Focuses on Only a Few Issues
Quality & Utilization Measures 

Typically Used in Current
Primary Care Payment Systems

Medicare Measures
• Poor Control of HbA1c (> 9%)

• Colorectal Cancer Screening

• Control of High Blood Pressure

• Advance Care Plan

• Patient Experience of Care

• Frequency of ED Visits

• Frequency of Hospitalizations

Commercial & Medicaid Measures
• Childhood Immunization Status

• Depression Screening and Follow-Up
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Current Approach to Quality:

Ignores Many Aspects of Care
Quality & Utilization Measures 

Typically Used in Current
Primary Care Payment Systems

Examples of Primary Care Quality 
Not Being Evaluated

Medicare Measures
• Poor Control of HbA1c (> 9%)

• Colorectal Cancer Screening

• Control of High Blood Pressure

• Advance Care Plan

• Patient Experience of Care

• Frequency of ED Visits

• Frequency of Hospitalizations

Commercial & Medicaid Measures
• Childhood Immunization Status

• Depression Screening and Follow-Up

Prevention/Wellness
• Breast Cancer Screening

• Assistance in Smoking Cessation

• Assistance with Weight Loss

Acute Care
• Diagnosis/Treatment for Back/Joint Pain

• Diagnosis/Treatment for Chest Pain

• Diagnosis/Treatment for Gastrointestinal Pain

• Diagnosis/Treatment for Respiratory Illness

Chronic Disease Care
• Management of Asthma

• Management of COPD

• Management of Chronic Headache/Migraine

• Management of Chronic Kidney Disease

• Management of Heart Disease/Heart Failure
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Current Approach to Quality:

Should We Have More Measures??
Quality & Utilization Measures 

Typically Used in Current
Primary Care Payment Systems

Examples of Primary Care Quality 
Not Being Evaluated

Medicare Measures
• Poor Control of HbA1c (> 9%)

• Colorectal Cancer Screening

• Control of High Blood Pressure

• Advance Care Plan

• Patient Experience of Care

• Frequency of ED Visits

• Frequency of Hospitalizations

Commercial & Medicaid Measures
• Childhood Immunization Status

• Depression Screening and Follow-Up

Prevention/Wellness
• Breast Cancer Screening

• Assistance in Smoking Cessation

• Assistance with Weight Loss

Acute Care
• Diagnosis/Treatment for Back/Joint Pain

• Diagnosis/Treatment for Chest Pain

• Diagnosis/Treatment for Gastrointestinal Pain

• Diagnosis/Treatment for Respiratory Illness

Chronic Disease Care
• Management of Asthma

• Management of COPD

• Management of Chronic Headache/Migraine

• Management of Chronic Kidney Disease

• Management of Heart Disease/Heart Failure
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Current Approach to Quality:

Should We Have More Measures??
Quality & Utilization Measures 

Typically Used in Current
Primary Care Payment Systems

Examples of Primary Care Quality 
Not Being Evaluated

Medicare Measures
• Poor Control of HbA1c (> 9%)

• Colorectal Cancer Screening

• Control of High Blood Pressure

• Advance Care Plan

• Patient Experience of Care

• Frequency of ED Visits

• Frequency of Hospitalizations

Commercial & Medicaid Measures
• Childhood Immunization Status

• Depression Screening and Follow-Up

Prevention/Wellness
• Breast Cancer Screening

• Assistance in Smoking Cessation

• Assistance with Weight Loss

Acute Care
• Diagnosis/Treatment for Back/Joint Pain

• Diagnosis/Treatment for Chest Pain

• Diagnosis/Treatment for Gastrointestinal Pain

• Diagnosis/Treatment for Respiratory Illness

Chronic Disease Care
• Management of Asthma

• Management of COPD

• Management of Chronic Headache/Migraine

• Management of Chronic Kidney Disease

• Management of Heart Disease/Heart Failure

DO QUALITY MEASURES

ACTUALLY

MEASURE QUALITY??
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Current Approach to Quality:

Does It Actually Measure Quality?
Quality & Utilization Measures 

Typically Used in Current
Primary Care Payment Systems

Examples of Primary Care Quality 
Not Being Evaluated

Medicare Measures
• Poor Control of HbA1c (> 9%)

• Colorectal Cancer Screening

• Control of High Blood Pressure

• Advance Care Plan

• Patient Experience of Care

• Frequency of ED Visits

• Frequency of Hospitalizations

Commercial & Medicaid Measures
• Childhood Immunization Status

• Depression Screening and Follow-Up

Prevention/Wellness
• Breast Cancer Screening

• Assistance in Smoking Cessation

• Assistance with Weight Loss

Acute Care
• Diagnosis/Treatment for Back/Joint Pain

• Diagnosis/Treatment for Chest Pain

• Diagnosis/Treatment for Gastrointestinal Pain

• Diagnosis/Treatment for Respiratory Illness

Chronic Disease Care
• Management of Asthma

• Management of COPD

• Management of Chronic Headache/Migraine

• Management of Chronic Kidney Disease

• Management of Heart Disease/Heart Failure
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Little Improvement in HbA1c

After a Decade of Measures/P4P

20-50% of Patients with Diabetes
Had Poorly Controlled Blood Sugar

in 2010 and in 2018-2019

Does This Mean 20-50% of Patients

Are Receiving Poor Quality Care?
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Evaluating the Quality of Care

for 3 Hypothetical Patients

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Patient #1 Receives Appropriate

Care and Improves Significantly

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure:

13%

Patient receives all 

appropriate 

evidence-based care

10%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores the Patient’s Improvement

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient May Have 

Improved As Much As Possible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Patient #2 Receives Poor Care 

and HbA1c Worsens

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores the Patient’s Deterioration

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient Should

Have Received Much Better Care

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Patient #3 Can’t Afford 

Diabetes Medications

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores What Is Feasible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10% Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient Likely 

Received the Best Care Possible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10% Poor quality
Acceptable

quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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“Quality Measures” Do Not

Measure the Quality of Care
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse
and Underuse

• More payment if and only if 
patients have more needs that 
the practice addresses, not 
simply based on # of visits

• Practice is paid each month 
regardless of whether patient’s 
needs are addressed

Assurance of
Quality Care

• Quality measures do not
assure that patients receive 
needed care and can penalize 
practices that care for 
high-need patients
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Patient-Centered Payment Assures 

Patients Receive Appropriate Care
Patient-Centered 

Primary Care Payment
Population-Based 

Payment (Capitation)

How 
Practice 
is Paid

• Monthly payment for preventive 
care to enrolled patients

• Fee when patients are seen for 
an acute issue

• Additional monthly payment for 
enrolled patients with a chronic 
condition

• Higher monthly payment for 
patients with a complex 
condition

• Monthly payment for each 
attributed patient, risk-adjusted 
based only on chronic 
conditions diagnosed in 
previous years, not on acute 
issues, new chronic conditions, 
or social factors affecting health 
outcomes

Avoiding
Overuse
and Underuse

• More payment if and only if 
patients have more needs that 
the practice addresses, not 
simply based on # of visits

• Practice is paid each month 
regardless of whether patient’s 
needs are addressed

Assurance of
Quality Care

• Payment only made if patient 
has (1) received appropriate, 
evidence-based services 
consistent w/ clinical guidelines,
and (2) if patient needs and 
outcomes are being assessed

• Quality measures do not
assure that patients receive 
needed care and can penalize 
practices that care for 
high-need patients
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Which Physician Would YOU

Want to Care for You?

• Physician A is paid (Current) Fee for Service
They are paid less if they keep you healthy and 
they aren’t paid at all for some services that you need

• Physician B is in a Shared Savings Payment Model/ACO
They are paid more if you receive fewer services than you need

• Physician C receives Population-Based Payment
They are paid whether they address your health needs or not

• Physician D is paid through Patient-Centered Payment
They are paid adequately to address your needs, and
they are not paid unless you receive evidence-based care
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Details on Patient-Centered 

Payment for Primary Care

https://jamanetwork.com/journals/jama/fullarticle/2782976 PatientCenteredPayment.org

https://jamanetwork.com/journals/jama/fullarticle/2782976
https://patientcenteredpayment.chqpr.org/PrimaryCare.html
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Goal of Value-Based Care:

Reducing Avoidable Spending

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease

CANCER TREATMENT
•Progression of disease before diagnosis
•Use of unnecessarily-expensive drugs
•ED visits/admits for complications
•Fruitless treatment at end of life

SURGERY
•Unnecessary surgery
•Use of unnecessarily-expensive implants
• Infections and complications of surgery
•Overuse of inpatient rehabilitation

SPENDING
ON

NECESSARY
SERVICES

AVOIDABLE
SPENDING

$
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Primary Care Can Address Some

But Not All Patient Needs

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease

CANCER TREATMENT
•Progression of disease before diagnosis
•Use of unnecessarily-expensive drugs
•ED visits/admits for complications
•Fruitless treatment at end of life

SURGERY
•Unnecessary surgery
•Use of unnecessarily-expensive implants
• Infections and complications of surgery
•Overuse of inpatient rehabilitation

SPENDING
ON

NECESSARY
SERVICES

AVOIDABLE
SPENDING

$ Primary
Care

OB/Gyn

Oncology

Surgery
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Primary Care Can Address Some

But Not All Patient Needs

MATERNITY CARE
•Unnecessary C-Sections
•Early elective deliveries
•Underuse of birth centers

CHRONIC DISEASE
•Preventable chronic conditions
•ED visits for exacerbations
•Hospital admissions and readmissions
•Preventable progression of disease

CANCER TREATMENT
•Progression of disease before diagnosis
•Use of unnecessarily-expensive drugs
•ED visits/admits for complications
•Fruitless treatment at end of life

SURGERY
•Unnecessary surgery
•Use of unnecessarily-expensive implants
• Infections and complications of surgery
•Overuse of inpatient rehabilitation

SPENDING
ON

NECESSARY
SERVICES

AVOIDABLE
SPENDING

$ Primary
Care

OB/Gyn

Oncology

Surgery

How Can We Get
Specialists
to Deliver

Value-Based Care?
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Example: Better Care at 

Lower Cost for Cancer Patients

Barbara McAneny, MD
Oncologist and CEO

New Mexico Cancer Center
Albuquerque, USA

Oncology Medical Home
www.comehomeprogram.com

AVOIDABLE SPENDING OPPORTUNITY:
• 40-50% of patients receiving chemotherapy

are hospitalized for complications of treatment

VALUE-BASED CARE REDESIGN:
• Patient and family education about importance of 

reporting complications as early as possible
• Triage services to enable rapid response to 

patient complications
• Immediate availability of IV hydration services for 

patients experiencing nausea and diarrhea
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Example: Better Care at 

Lower Cost for Cancer Patients

Barbara McAneny, MD
Oncologist and CEO

New Mexico Cancer Center
Albuquerque, USA

Oncology Medical Home
www.comehomeprogram.com

AVOIDABLE SPENDING OPPORTUNITY:
• 40-50% of patients receiving chemotherapy

are hospitalized for complications of treatment

VALUE-BASED CARE REDESIGN:
• Patient and family education about importance of 

reporting complications as early as possible
• Triage services to enable rapid response to 

patient complications
• Immediate availability of IV hydration services for 

patients experiencing nausea and diarrhea

BARRIER TO IMPLEMENTATION:
• No payment for patient education, triage, or for

keeping times open for unplanned IV hydration
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Example: Better Care at 

Lower Cost for Cancer Patients

Barbara McAneny, MD
Oncologist and CEO

New Mexico Cancer Center
Albuquerque, USA

Oncology Medical Home
www.comehomeprogram.com

AVOIDABLE SPENDING OPPORTUNITY:
• 40-50% of patients receiving chemotherapy

are hospitalized for complications of treatment

VALUE-BASED CARE REDESIGN:
• Patient and family education about importance of 

reporting complications as early as possible
• Triage services to enable rapid response to 

patient complications
• Immediate availability of IV hydration services for 

patients experiencing nausea and diarrhea

BARRIER TO IMPLEMENTATION:
• No payment for patient education, triage, or for

keeping times open for unplanned IV hydration

PAYMENT CHANGE:
• Additional payment to oncology practice to hire nurse 

and reserve time for IV hydration
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Example: Better Care at 

Lower Cost for Cancer Patients

Barbara McAneny, MD
Oncologist and CEO

New Mexico Cancer Center
Albuquerque, USA

Oncology Medical Home
www.comehomeprogram.com

AVOIDABLE SPENDING OPPORTUNITY:
• 40-50% of patients receiving chemotherapy

are hospitalized for complications of treatment

VALUE-BASED CARE REDESIGN:
• Patient and family education about importance of 

reporting complications as early as possible
• Triage services to enable rapid response to 

patient complications
• Immediate availability of IV hydration services for 

patients experiencing nausea and diarrhea

BARRIER TO IMPLEMENTATION:
• No payment for patient education, triage, or for

keeping times open for unplanned IV hydration

PAYMENT CHANGE:
• Additional payment to oncology practice to hire nurse 

and reserve time for IV hydration

RESULTS:
• 36% fewer ED visits
• 43% fewer hospital admissions
• 22% reduction in total cost of care
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Example: Better Care at 

Lower Cost for Cancer Patients

Barbara McAneny, MD
Oncologist and CEO

New Mexico Cancer Center
Albuquerque, USA

Oncology Medical Home
www.comehomeprogram.com

AVOIDABLE SPENDING OPPORTUNITY:
• 40-50% of patients receiving chemotherapy

are hospitalized for complications of treatment

VALUE-BASED CARE REDESIGN:
• Patient and family education about importance of 

reporting complications as early as possible
• Triage services to enable rapid response to 

patient complications
• Immediate availability of IV hydration services for 

patients experiencing nausea and diarrhea

BARRIER TO IMPLEMENTATION:
• No payment for patient education, triage, or for

keeping times open for unplanned IV hydration

PAYMENT CHANGE:
• Additional payment to oncology practice to hire nurse 

and reserve time for IV hydration

RESULTS:
• 36% fewer ED visits
• 43% fewer hospital admissions
• 22% reduction in total cost of care

M st patients  an’t
get this kind of care

because health plans
pay oncology practices

to administer
chemotherapy, not

to prevent and address 
complications



138©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

While PCPs Can Address 

Many Aspects of Patient Care…

Symptoms
Identified in

Primary
Care

Practice

Diagnosis & 
Treatment
Planning

by Primary 
Care

Practice

Wellness Care &
Chronic Condition 

Management
By Primary

Care Practice
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…Specialty Expertise is Often 

Needed for Accurate Diagnosis…

Symptoms
Requiring
Specialist 
Evaluation 

Symptoms
Identified in

Primary
Care

Practice

Diagnosis & 
Treatment
Planning

by Primary 
Care

Practice

Diagnosis &
Treatment

Planning by
Specialty 

Care 
Provider

Wellness Care &
Chronic Condition 

Management
By Primary

Care Practice



140©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

… a Specialist May Be Needed 

for Acute or Initial Chronic Care…

Symptoms
Requiring
Specialist 
Evaluation 

Symptoms
Identified in

Primary
Care

Practice

Diagnosis & 
Treatment
Planning

by Primary 
Care

Practice

Treatment of 
Acute 

Condition by
Specialty Care

Provider

Diagnosis &
Treatment

Planning by
Specialty 

Care 
Provider

Initial
Treatment of 

Chronic
Condition by

Specialty Care
Provider

Wellness Care &
Chronic Condition 

Management
By Primary

Care Practice
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…Complex Patients May Need 

Ongoing Care from a Specialist

Symptoms
Requiring
Specialist 
Evaluation 

Continued Care of
Difficult-to-Control
Chronic Condition
By Specialty Care

Provider

Symptoms
Identified in

Primary
Care

Practice

Diagnosis & 
Treatment
Planning

by Primary 
Care

Practice

Treatment of 
Acute 

Condition by
Specialty Care

Provider

Diagnosis &
Treatment

Planning by
Specialty 

Care 
Provider

Initial
Treatment of 

Chronic
Condition by

Specialty Care
Provider

Wellness Care &
Chronic Condition 

Management
By Primary

Care Practice
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Patient-Centered Payments

Needed for PCPs & Specialists

Symptoms
Requiring
Specialist 
Evaluation 

Continued Care of
Difficult-to-Control
Chronic Condition
By Specialty Care

Provider

Symptoms
Identified in

Primary
Care

Practice

Diagnosis & 
Treatment
Planning

by Primary 
Care

Practice

Treatment of 
Acute 

Condition by
Specialty Care

Provider

Diagnosis &
Treatment

Planning by
Specialty 

Care 
Provider

Initial
Treatment of 

Chronic
Condition by

Specialty Care
Provider

Wellness Care &
Chronic Condition 

Management
By Primary

Care Practice

Acute Care
Episode
Payment

Initial Chronic
Condition
Treatment
Payment

Chronic Condition
Management

Payments

Wellness Care &
Chronic Condition

Management 
Payments

Acute Care
Visit Fee

Diagnosis &
Treatment
Planning
Payments
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Implementing 

Patient-Centered Payments

• Health insurance plans should jump at the chance to implement a 
patient-centered payment model that would reduce healthcare spending 
and improve services to patients, right?
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Implementing 

Patient-Centered Payments

• Health insurance plans should jump at the chance to implement a 
patient-centered payment model that would reduce healthcare spending 
and improve services to patients, right?

• Wrong. A payment system that improves quality and reduces 
healthcare spending will cause insurance companies to lose money:
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Implementing 

Patient-Centered Payments

• Health insurance plans should jump at the chance to implement a 
patient-centered payment model that would reduce healthcare spending 
and improve services to patients, right?

• Wrong. A payment system that improves quality and reduces 
healthcare spending will cause insurance companies to lose money:

– Fully Insured Plans: Insurance plans that charge premiums to individuals and 
small employers are subject to federal Minimum Medical Loss Ratio 
requirements.  If healthcare spending decreases, they must reduce premiums, 
which reduces their profits.  If they have to incur additional administrative costs 
in order to implement new payment models, the insurance companies have to 
increase premiums or reduce their profits.
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Implementing 

Patient-Centered Payments

• Health insurance plans should jump at the chance to implement a 
patient-centered payment model that would reduce healthcare spending 
and improve services to patients, right?

• Wrong. A payment system that improves quality and reduces 
healthcare spending will cause insurance companies to lose money:

– Fully Insured Plans: Insurance plans that charge premiums to individuals and 
small employers are subject to federal Minimum Medical Loss Ratio 
requirements.  If healthcare spending decreases, they must reduce premiums, 
which reduces their profits.  If they have to incur additional administrative costs 
in order to implement new payment models, the insurance companies have to 
increase premiums or reduce their profits.

– Self-Insured Plans: Health insurance companies that administer benefits for 
larger, self-insured employers incur the administrative costs for implementing 
new payment models but must pass on any savings in healthcare spending to 
the employers, so changing the payment system could mean the insurance 
companies either have to raise their fees to employers or reduce their profits.
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Implementing 

Patient-Centered Payments

• Health insurance plans should jump at the chance to implement a 
patient-centered payment model that would reduce healthcare spending 
and improve services to patients, right?

• Wrong. A payment system that improves quality and reduces 
healthcare spending will cause insurance companies to lose money:

– Fully Insured Plans: Insurance plans that charge premiums to individuals and 
small employers are subject to federal Minimum Medical Loss Ratio 
requirements.  If healthcare spending decreases, they must reduce premiums, 
which reduces their profits.  If they have to incur additional administrative costs 
in order to implement new payment models, the insurance companies have to 
increase premiums or reduce their profits.

– Self-Insured Plans: Health insurance companies that administer benefits for 
larger, self-insured employers incur the administrative costs for implementing 
new payment models but must pass on any savings in healthcare spending to 
the employers, so changing the payment system could mean the insurance 
companies either have to raise their fees to employers or reduce their profits.

• The solution?  The real purchasers of healthcare need to take action!
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Employers & Individuals are the 

Real Purchasers of Healthcare

Community
Employers

&
Residents

PURCHASERS
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60%+ of Employed Workers

Are in Self-Insured Plans

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

Third Party
Administrator

(No Risk)
Self-Insured Standard FFS$

The TPA charges a
fee to process claims

and the employer
pays the full cost

of the claims

PURCHASERS PROVIDERSMIDDLEMEN
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Small Employers & Individuals

Purchase Insurance Plans

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

Third Party
Administrator

(No Risk)

Insurance
Plan

(Full Risk)

Self-Insured

Premiums

$

$

PURCHASERS PROVIDERSMIDDLEMEN

Standard FFS

Standard FFS
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The Middlemen Refuse to

Implement Better Payments

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

Third Party
Administrator

(No Risk)

Insurance
Plan

(Full Risk)

Self-Insured

Premiums

Patient-
Centered
Payment

$

$

PURCHASERS PROVIDERSMIDDLEMEN

Standard FFS

Standard FFS
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A Better Approach: 

Purchaser/Provider Partnerships

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

PURCHASERS PROVIDERSMIDDLEMEN
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Physicians & Hospitals Offer a 

Better “Product” to Purchasers…

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

Lower Cost, Higher Quality Care

PURCHASERS PROVIDERS
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…Purchasers Agree to Pay 

Adequately for That Product

Community
Employers

&
Residents

PCPs
Specialists,
& HospitalsPatient-Centered Payment

Lower Cost, Higher Quality Care

PURCHASERS PROVIDERS
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Purchasers and Providers Have 

Common Interests, But Don’t Know It

“We’ve started talking directly to physicians, 

and we’ve discovered that 

what they want to sell is what we want to buy…”

Cheryl DeMars

CEO, The Alliance
(Employer Coalition in Wisconsin)
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The Result is a Win-Win

for Purchasers & Providers

Community
Employers

&
Residents

PCPs
Specialists,
& HospitalsPatient-Centered Payment

Lower Cost, Higher Quality Care

PURCHASERS PROVIDERS

Providers
“ in” i :

• Physicians can deliver 
the care patients need

• Payment is adequate to
cover the cost of services

Employers and 
W rkers “ in” i :

• Patients receive the 
care they need

• Healthcare is more
affordable
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Purchasers (Not Plans) Can Pay

for Improved Worker Productivity

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

WORKER
PRODUCTIVITY

ACCESS TO &
COORDINATION 

OF CARE

Fewer Hours Away From Work

PURCHASERS PROVIDERS

Patient-Centered Payment

Lower Cost, Higher Quality Care

Providers 
“ in” i :

• Physicians can deliver 
the care patients need

• Payment is adequate to
cover the cost of services

• Physicians & hospitals 
have the flexibility to 
redesign care delivery

Employers and 
Workers “ in” i :

• Patients receive the 
care they need

• Healthcare is more
affordable

• Employees return to 
work faster



158©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Purchasers & Providers Should 

Jointly Pick Willing Plans/TPAs

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

PURCHASERS PROVIDERS

Patient-Centered Payment

Lower Cost, Higher Quality Care

Health Plans
& TPAs

Patient-
Centered
Payment

Premiums
& Claim $
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Facilitator Needed to Help

Purchasers & Providers

Community
Employers

&
Residents

PCPs
Specialists,
& Hospitals

PURCHASERS PROVIDERS

Patient-Centered Payment

Lower Cost, Higher Quality Care

Health Plans
& TPAs

Patient-
Centered
Payment

Premiums
& Claim $

Neutral
Community
Facilitator

Data
Technical

Assistance



160©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Some Recommendations

on Next Steps
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Some Recommendations

on Next Steps
• Help Purchasers, Patients, and Physicians Work Together to Develop 

Appropriate Primary Care & Specialty Care Payments
– There is no “perfect” payment system; the best approach is the one purchasers 

and providers can agree on and implement.
– Discussions must involve practicing physicians, particularly those in independent 

practice;  academics, hospitals,   health plans don’t understand what they do 
and can’t speak for them.

– It’s not enough to define the payment method; the amount has to be adequate to 
support the cost of high-quality care.  It doesn’t matter what % of total spending
goes to primary care; what matters is that payments > estimated cost of services.

– Both specialists & PCPs need better payments to support truly high-value care.
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Some Recommendations

on Next Steps
• Help Purchasers, Patients, and Physicians Work Together to Develop 

Appropriate Primary Care & Specialty Care Payments
– There is no “perfect” payment system; the best approach is the one purchasers 

and providers can agree on and implement.
– Discussions must involve practicing physicians, particularly those in independent 

practice;  academics, hospitals,   health plans don’t understand what they do 
and can’t speak for them.

– It’s not enough to define the payment method; the amount has to be adequate to 
support the cost of high-quality care.  It doesn’t matter what % of total spending
goes to primary care; what matters is that payments > estimated cost of services.

– Both specialists & PCPs need better payments to support truly high-value care.

• D n’t De ine “Value” S lely Using Spending & Quality Measures
– The biggest direct benefit for employers from efficient/effective primary care is 

improved worker productivity, not lower healthcare spending.
– Some short-term savings from primary care is possible, but it will take time for 

patient health to improve; you can’t support primary care with “shared savings.”
– Paying independent physician practices enough to stay independent may be the 

best way to slow/stop/reverse health system consolidation and control prices.
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Some Recommendations

on Next Steps
• Help Purchasers, Patients, and Physicians Work Together to Develop 

Appropriate Primary Care & Specialty Care Payments
– There is no “perfect” payment system; the best approach is the one purchasers 

and providers can agree on and implement.
– Discussions must involve practicing physicians, particularly those in independent 

practice;  academics, hospitals,   health plans don’t understand what they do 
and can’t speak for them.

– It’s not enough to define the payment method; the amount has to be adequate to 
support the cost of high-quality care.  It doesn’t matter what % of total spending
goes to primary care; what matters is that payments > estimated cost of services.

– Both specialists & PCPs need better payments to support truly high-value care.

• D n’t De ine “Value” S lely Using Spending & Quality Measures
– The biggest direct benefit for employers from efficient/effective primary care is 

improved worker productivity, not lower healthcare spending.
– Some short-term savings from primary care is possible, but it will take time for 

patient health to improve; you can’t support primary care with “shared savings.”
– Paying independent physician practices enough to stay independent may be the 

best way to slow/stop/reverse health system consolidation and control prices.

• D n’t Let Health Plans Prevent, Delay,  r Dum  D  n Implementati n
– Plans/TPAs CAN implement better payment models, they just don’t WANT to.
– Purchasers (government, businesses, and individual policy-holders) have to 

prove they will actually switch payers in order to get health plans to implement 
effective value-based payments that support true value-based care.
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More Details on 

Patient-Centered Payment

PaymentReform.orgPatientCenteredPayment.org

https://www.chqpr.org/
https://patientcenteredpayment.chqpr.org/PrimaryCare.html


Harold D. Miller
President and CEO 

Center for Healthcare Quality and Payment Reform

Miller.Harold@CHQPR.org

(412) 803-3650

@HaroldDMiller

www.CHQPR.org

www.PaymentReform.org

@PaymentReform


