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EXECUTIVE SUMMARY

Patient-Centered Payment for Primary Care

Primary care is an essential component of a high-value
healthcare system. Primary care practices deliver three
important types of services to patients:

e Wellness Care. Primary care practices help patients
stay healthy by educating them about what they
should do to maintain and improve their health and by
ensuring that patients have obtained appropriate
preventive care services, such as vaccinations and
cancer screenings.

e Chronic Condition Management. For patients who
have one or more chronic diseases or long-term
health problems, primary care practices not only pre-
scribe appropriate treatments but also help patients
understand how best to manage their condition(s) in a
way that minimizes the number and severity of compli-
cations and slows the progression of the disease.

e Non-Emergency Acute Care. For patients who experi-
ence a new symptom or have an injury that does not
require emergency care, the primary care practice can
either diagnose and treat the problem or arrange for
the patient to receive appropriate testing and treat-
ment from other healthcare providers.

Ideally, primary care practices would also provide:

o Integrated Behavioral Health Services. Patients who
have both behavioral health needs and physical
health needs should be able to have them treated and
managed in a coordinated way.

Neither the current fee-for-service system nor current
value-based payment systems provide payments to pri-
mary care practices that are appropriately structured or
adequate in size to support and sustain these services.
As a result, there is a large and growing shortage of pri-
mary care physicians in the country, many primary care
physicians are burning out, and most medical students
don’t want to go into primary care.

In a patient-centered payment system, a primary care
practice should receive adequate payments for each of
these types of services in order to ensure that: (1) each
patient can receive high-quality care appropriate for their
specific needs, and (2) primary care practices with differ-
ent types of patients receive sufficient revenues to cover
the costs of the services their patients need.

Patient-Centered Primary Care Payment consists of:

e Monthly Payments for Wellness Care. Maintaining and
improving health is a continuous process that occurs
throughout the year, not simply through occasional
office visits. This proactive care should be supported
by a monthly payment for each patient who enrolls
with the primary care practice to receive wellness
care. The monthly payment would support wellness
care management; service-specific fees should contin-
ue to be paid for any procedures, tests, or treatments

the patient needs as part of their wellness plan, such
as immunizations, mammograms, colonoscopies, etc.
(In some cases, these procedures, tests, and treat-
ments may be delivered by the primary care practice,
but in many cases, a specialty care provider will pro-
vide these services.)

Monthly Payments for Chronic Condition
Management. If a patient with one or more chronic
conditions (such as asthma, diabetes, or hyperten-
sion) wants the primary care practice to help manage
those conditions, the practice should receive an addi-
tional monthly payment for that patient in order to
deliver chronic condition management services. Since
continuous, proactive care is needed to reduce the
severity of symptoms and prevent exacerbations of
the condition, a monthly payment is necessary to sup-
port this. A higher monthly payment will be needed
during the initial month following diagnosis or enroll-
ment in order to develop the most effective treatment
plan and to ensure it is effective, and a higher month-
ly payment will be needed for a patient with a combi-
nation of chronic conditions or other characteristics
that require significantly more time and assistance.
Some patients with a chronic condition will need or
want to receive support from a specialty care provider,
particularly patients with severe conditions and pa-
tients for whom standard treatments are not effective
or have problematic side effects. Consequently, the
primary care practice should only receive a monthly
Chronic Condition Management Payment for a patient
who explicitly enrolls with the primary care practice to
receive chronic care management.

A Fee for Diagnosis and Treatment of a
Non-Emergency Acute Event. Some patients who are
receiving good preventive care and chronic disease
management will have accidental injuries, acute ill-
nesses, or problematic symptoms that will require
additional services from the primary care practice.
Since these events will occur unpredictably, and dif-
ferent patients may be more susceptible to these
problems than others, the primary care practice
should receive an Acute Care Visit Fee when it pro-
vides diagnosis and treatment services for a new
acute event. The practice should be permitted to de-
liver services in whatever way is most appropriate in
the circumstances, including by telephone, telehealth,
or an in-person visit with the physician or other prac-
tice staff. The Acute Care Visit Fee would not be paid
for care of a patient experiencing an exacerbation of a
chronic disease, however, since the cost of that kind
of care would already be covered by the monthly pay-
ment for chronic condition management.

Monthly Payments for Integrated Behavioral
Healthcare Services. Primary care practices that deliv-
er integrated behavioral health services to their pa-
tients need to employ or contract with staff who have

\ CHQPR
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training in helping patients with behavioral health
needs. In order to support this, the practice should
receive an additional monthly payment for each pa-
tient who is enrolled to receive wellness care from the
practice.

e Fees for Individual Procedures and Tests. Many prima-
ry care practices also perform procedures such as an
immunization, injection, or excision and/or perform
basic laboratory tests. It is beneficial for patients to be
able to receive these procedures and tests from the
primary care practice if possible, rather than needing
to make a separate trip to another physician or facility.
Since only a subset of patients will need these proce-
dures and tests, and since the cost of performing each
of them will differ, the primary care practice should
receive an additional fee when it performs a proce-
dure or test that is adequate to cover the cost.

In order to assure that each individual patient receives
appropriate, high-quality care, a primary care practice
should be required to:

e Deliver Evidence-Based Care. The primary care prac-
tice should only bill and be paid for a Monthly Well-
ness Care Payment, Monthly Integrated Behavioral
Healthcare Payment, Monthly Chronic Condition Man-
agement Payment, or Acute Care Visit Fee if the prac-
tice delivered all appropriate services to the patient
during the month or acute care visit that are con-
sistent with applicable, evidence-based Clinical Prac-
tice Guidelines (CPGs) or the practice had document-
ed the reasons for deviation from those guidelines in
the patient’s clinical record; and

e Monitor Patient Needs and Outcomes. The practice
should only bill for and be paid the monthly payments
if it used a Standardized Assessment, Information,
and Networking Technology (SAINT) to identify and
prioritize any problems the patient is experiencing and
to determine whether the practice’s services are effec-
tively addressing the patient’s needs. For example,
How'’s Your Health is a SAINT specifically designed for
primary care that is used by many small practices.

The payment amounts should be based on the estimated
cost for a primary care practice to deliver each category
of service, considering the amount of time needed to
deliver evidence-based services, the types of personnel
who are most appropriate to deliver the services and
their compensation levels, and non-personnel costs such
as information systems, equipment, and space. The fol-
lowing amounts would likely be needed by most primary
care practices to deliver high-quality care:

® a $7.40 Monthly Wellness Care Management
Payment for each patient enrolled for wellness care.

e a $4.25 Monthly Integrated Behavioral Healthcare
Payment if the practice offers integrated behavioral
healthcare services.

e a $30.60 Monthly Chronic Condition Management
Payment for each patient with a chronic condition who
is enrolled with the practice for chronic condition care.

e a $141 Acute Visit Fee for a patient who has a new
acute problem (not related to a chronic condition).

For patients with insurance, cost-sharing amounts should
be established that enable and encourage patients to
use the primary care practice:

e A modest co-payment for acute care visits;
® No cost-sharing for wellness care; and
e No cost-sharing for chronic condition management.

There is no perfect payment system for primary care or
any other aspect of healthcare services. However,
Patient-Centered Primary Care Payment System is
superior to the current fee-for-service payment system, to
population-based payment and capitation systems, to
pay-for-performance systems, to “hybrid” medical home
payment models, to shared savings, and to global pay-
ments in terms of enabling and assuring delivery of high-
quality care to each patient, and providing adequate
financial support for primary care practices.

More detail on Patient-Centered Primary Care Payment is
available at www.PrimaryCarePayment.org.

Patients
Also Enrolled for
Chronic Condition
Management

(Monthly)

PATIENT-CENTERED PRIMARY CARE PAYMENT
PATIENT PANEL PAYMENTS

Test & Procedure Fees

Chronic Condition
Management
Payments

Acute Care

PRACTICE COST

OFFICE EXPENSE
Rent, Utilities,
IT, Insurance, etc.

CARE TEAM
Care Manager(s),
Behavioral
Health Specialist(s),
Medical Assistant(s),
Other Members
of the Care Team,

Cost of & Administrative

Patients
Enrolled
for
Wellness
Care &
Non-Emergency
Acute Care

Visit Fees
(When Acute
Problem Occurs)

Inteﬁrated Behavioral

Healthcare Payments

(Monthly)

Wellness Care
Payments
(Monthly)

Operating Staff
Primary
Care

Practice

CLINICIANS

Physician(s)

and Nurse

Practitioner(s)
or Physician

Assistant(s)
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Comparison of Alternative Payment Methods on
Desirable Characteristics of Primary Care Payment

Patient- Current Population- Pay for Medical Global
. L Centered Fee-for- Based Performance Home Shared Payment /
Desirable Characteristics Primary Care Service Payment / on Quality Payment Savings Direct
of a Payment System Payment Payment Capitation Measures Models ACOs Contracting
The primary care practice is paid for
delivering proactive care and non-
visit-based services as well as in- YES NO YES NO YES NO YES
person office visits with a physician
The payment amounts are set at
levels expected to be adequate to S 0 0 0 0 0 0
cover the costs of delivering high- YE N N N N N N
quality care
Each patient is assured of receiving
appropriate, high-quality care in YES NO NO NO NO NO NO
return for payment
The primary care practice receives
additional resources and flexibility
to help patients who have higher- YES NO NO NO YES NO NO
than-average needs or face barriers
in accessing services.
Comparison of Alternative Payment Methods on
Undesirable Characteristics of Primary Care Payment
Patient- Current Population- Pay for Medical Global
. o Centered Fee-for- Based Performance Home Shared Payment /
Undesirable Characteristics Primary Care Service Payment / on Quality Payment Savings Direct
of a Payment System Payment Payment Capitation Measures Models ACOs Contracting
Financial penalty for keeping
patients healthy NO YES NO NO YES YES NO
Financial penalty for delivering or
ordering all services that patients NO NO YES NO YES YES YES
need
Financial reward for withholding
needed services NO NO YES NO YES YES YES
Financial penalty if spending
increases or a patient experiences a
poor outcome for reasons beyond NO NO YES YES YES YES YES
the control of the primary care
practice
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Actions Needed to Implement Patient-Centered Primary Care Payment

Operationalizing Billing and Payment

® The CPT Editorial Panel should establish a formal definition for each of the patient-centered primary care services and assign a specific
CPT code to that definition.

® The RVS Update Committee (RUC) should assign appropriate RVU amounts for each of the new CPT codes.

® Medicare and health insurance plans should use appropriate Conversion Factors to convert the RVUs into adequate payments for
participating primary care practices. Analyses should be carried out by the RUC or an organization such as the Patient-Centered Primary
Care Collaborative or the Medical Group Management Association in order to determine an appropriate conversion factor for Patient-
Centered Primary Care Payment CPT codes.

Operationalizing Accountability for Quality and Utilization

® Government agencies and charitable foundations should provide funding to medical specialty societies and multi-stakeholder collabora-
tives to support development and maintenance of clinical practice guidelines that are free of commercial influence.

® Guideline developers should work together to create a mechanism for enabling primary care practices to easily access all of the guide-
lines that they would commonly use and to resolve any conflicts among different guidelines.

® The certification requirements for Electronic Health Record systems should be modified to require that the “clinical decision support”
component of the EHR be based on all of the most current guidelines and that this component be easy for clinicians to use.

® Government agencies and charitable foundations should provide funding to support the development of SCAMPs and the use of Clinical
Data Registries (CDRs).

® Patient-Centered Primary Care Payment amounts should be large enough to ensure that primary care physicians have the resources
needed to participate in CDRs and the time needed to document the reasons for deviations from guidelines.

® Government agencies and charitable foundations should provide funding to support enhancements to the How’s Your Health system.

® Patient-Centered Primary Care Payment amounts should be adequate to allow primary care practices to pay modest subscription fees to
support the continued operation of the How’s Your Health system.

Making Patient-Centered Primary Care Payment Available to Primary Care Practices

Every payer - every commercial insurance plan, every Medicare Advantage plan, every Medicaid Managed Care Organization, every state
Medicaid agency, and Original (fee-for-service) Medicare - should make Patient-Centered Primary Care Payment available to any primary
care practice providing services to the patients insured by that payer so that all patients have the opportunity to receive high-quality primary
care. However, primary care practices should not be required to participate if they do not wish to.

Changes in Payments From Private Insurance Plans
® Self-insured purchasers should use health plans that implement Patient-Centered Primary Care Payment.
® Businesses should work together through purchaser coalitions to select health plans using Patient-Centered Primary Care Payment.
® Purchasers should ensure that health plans implement Patient-Centered Primary Care Payment fully and correctly. This means:
4 Payments must be made for all of the new billing codes.
4 The payments for all new billing codes must be adequate.
4 Pay-for-performance programs must be eliminated.
4 Prior authorization requirements must be eliminated.
4 Patient cost-sharing requirements must be changed appropriately.

® |[f residents of the community have choices about which health insurance plan to use, primary care practices can refuse to contract with
plans that do not use Patient-Centered Primary Care Payment.

Changes in Medicare Payments

® Congress should create a Patient-Centered Primary Care Payment program for Original Medicare beneficiaries structured as follows::
4 All primary care practices should be able to voluntarily enroll, but no primary care practice should be forced to participate;

4 CMS should implement all of the new billing codes for Patient-Centered Primary Care Payment and assign payment amounts to the codes that are
adequate to support high-quality primary care services.

4 The program should exempt participating primary care practices from the current Merit-Based Incentive Payment System (MIPS), and instead should
base accountability for quality and utilization on the utilization of clinical practice guidelines and SCAMPs.

4 Any net increase in spending on primary care should be exempt from budget neutrality calculations.
® Medicare beneficiaries who have chosen to enroll in a Medicare Advantage plan should choose a plan that makes Patient-Centered Pri-

mary Care Payment available to primary care practices. In addition, primary care practices can refuse to contract with Medicare Ad-
vantage plans that do not use Patient-Centered Primary Care Payment.

Changes in Medicaid Payments

® CMS should establish a policy indicating that approval will automatically be given to states that want to require Medicaid Managed Care
Organizations (MCOs) to use Patient-Centered Primary Care Payment.

® |n states that use Medicaid MCOs, the state Medicaid agency should require MCOs to use Patient-Centered Primary Care Payment for
primary care practices that wish to participate.

® |n states that do not use Medicaid MCOs, the state Medicaid agency should begin using Patient-Centered Primary Care Payment to pay
primary care practices that wish to participate.
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The Three Important Services
" Delivered by Primary Care Practices

High-quality primary care is an essential component of a

high-value healthcare system.1 However, designing a
payment system that successfully supports high-quality
primary care is challenging because “primary care” is
not one service but several different services. Since
patients have different needs and different preferences
for how their needs should be addressed, each patient
will need and want to receive different types and num-
bers of these primary care services. As a result, “high

In order to be effective, proactive and reactive services
must be organized differently, and they must be custom-
ized appropriately to patients’ specific needs. Different
skills and staff are needed to deliver the services in each
category in the most efficient and effective way. As a re-
sult, the costs incurred by a primary care practice will de-
pend on the number of patients who receive each type of
service.

In addition, although all primary care practices deliver a
basic level of services in each of the three categories,
practices vary in terms of the scope of the services they

quality primary care” will mean different things to differ-
ent patients.

Primary care practices deliver three basic types of ser-
vices?:

e Wellness Care. Primary care practices help patients
stay healthy by educating them about what they

should do to maintain and improve their health and by
ensuring that patients have obtained appropriate pre-

ventive care services, such as vaccinations and can-
cer screenings.

e Chronic Condition Management. For patients who
have one or more chronic diseases or long-term
health problems, primary care practices not only pre-
scribe appropriate treatments but also help patients

offer. For example:

some primary care practices perform basic laboratory
testing in the office, but others do not, and some per-
form more types of procedures (e.g., minor surgery or
treatments for specific health conditions) than others.
This depends on a variety of factors, including the avail-
ability of other providers in the community and the ade-
quacy of payments.

some primary care practices also deliver services such
as maternity care and psychological counseling, partic-
ularly in rural areas where there are no specialty medi-
cine practices that deliver those services.

understand how best to manage their condition(s) in a
way that minimizes the number and severity of com-
plications and slows the progression of the disease.

Not every patient will need these additional services, so
different patients will be affected differently by whether a
practice offers them; conversely, a practice’s ability to
offer the services will depend on how many patients are
likely to use them.

e Non-Emergency Acute Care. For patients who experi-
ence a new symptom or have an injury that does not
require emergency care, the primary care practice can
either diagnose and treat the problem or arrange for
appropriate testing and treatment from other
healthcare providers.

There are some fundamental differences in the ways
primary care practices need to deliver the services in
these categories:

® Acute care is inherently a reactive service - a patient
only receives the service if they have an injury or expe-
rience a new symptom. Even if the problem is not an
emergency, diagnosis and treatment should occur as
soon as possible to prevent more serious problems
from occurring and to minimize time away from work,
school, etc.

® |n contrast, wellness care and chronic condition man-
agement should be primarily proactive, i.e., the goal
should be to prevent health problems and chronic
disease exacerbations before they occur, and to iden-
tify new health problems and treat them in early stag-
es, rather than only taking action after a problem oc-
curs or when the patient experiences an unrelated
acute event.

Center for Healthcare Quality and Payment Reform (www.CHQPR.org)
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The (Real) Problems With Current
- Fee-for-Service Payment Systems

Most primary care practices are paid on a fee-for-service
basis, i.e., when the practice delivers a specific service
to a patient, the practice receives a pre-defined fee as-
sociated with that service from the patient or their insur-
ance plan.

In principle, fee-for-service payment can be very patient-
centered, since the amount of payment the primary care
practice receives will be customized to the specific types
of services patients actually receive. Unfortunately, be-
cause of two problems in the way Medicare and health
insurance plans have implemented fee-for-service pay-
ments for primary care, most primary care practices lose
money when they deliver appropriate, high-quality
primary care services:

1. There are no fees at all for many important primary
care services, particularly services needed for proac-
tive care. Traditionally, fees have only been paid for
face-to-face office visits with physicians, nurse practi-
tioners, or physician assistants and for procedures or
tests; there has been little or no payment for phone
calls and emails with patients or for education and
assistance delivered by nurses and other practice
staff to provide proactive care management.

2. The fee amounts are less than what it costs to deliv-
er high-quality care. Primary care practices have
generally been forced to spend less time with pa-
tients than is necessary or desirable because the
fees paid per visit are too low to allow longer visits.
Moreover, because the practice has to fill its sched-
ule with patients each day in order to receive enough
revenue to cover its costs, patients have difficulty
obtaining an appointment or contacting their regular
physician.

There are two additional problems with standard fee-for-
service payment systems that can harm the quality of
care for patients as well as cause financial problems for
the primary care practice:

3. There is no assurance of the appropriateness or qual-
ity of the service that is delivered. Under fee-for-
service payment, the primary care practice is paid for
delivering a service to a patient even if the service
was unnecessary, and the fee is the same regardless
of the quality of the service.

4. The primary care practice is penalized financially
when patients are healthy. Because most fees are
paid for treating and diagnosing health problems, if
the primary care practice successfully helps a patient
to stay healthy, it will receive fewer payments for that
patient, and potentially no payments at all.

A truly patient-centered payment system must correct all
of these problems in order for primary care practices to
deliver high-quality care to all types of patients.

Patient-Centered Payment for Primary Care
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”l The Problems With Current and
" Proposed Payment Reforms

To date, three basic approaches have been used or pro-
posed as alternatives to standard fee-for-service pay-
ments: (1) pay for performance and shared savings; (2)
fees for additional services; and (3) population-based
payment. As explained below, none of these approaches
solves the problems in current fee-for-service systems3
or enables the delivery of patient-centered primary care.

A. Pay for Performance

Under this approach, a primary care practice can receive
additional payments if it performs better than other prac-
tices on a set of payer-defined measures of quality, utili-
zation, or spending, and its payments may be reduced if
its performance is lower than what other practices
achieve on these measures. This approach has been
unsuccessful in improving either the quality or financial
sustainability of primary care because it does not solve
any of the problems with fee-for-service payment de-
scribed above:

® There are no new fees for currently unpaid services.
The primary care practice is still paid only for the
same types of services that have been paid for in the
past, and it loses money if it delivers care in different
ways.

e Payments still fall short of the cost of quality care.
Even if a practice qualifies for additional payments,
the increase is typically too small to make up the
shortfall between fee-for-service payments and the
cost of delivering high-quality care. Moreover, the
administrative burdens associated with quality meas-
urement can cause the practice’s costs to increase
more than the additional revenue it receives from
performance-based payments.

® The measures used do not accurately or completely
assess the quality of care delivered. Quality is as-
sessed based on whether care for a patient met a
general standard of quality, even if meeting the stand-
ard would have been undesirable or harmful for that
particular patient. Moreover, because quality
measures are only applicable to a narrow range of
health conditions and services, there is no measure of
quality at all for many types of health problems and
patients.

® The primary care practice can be penalized if perfor-
mance on a measure was poor due to factors outside
of the practice’s control. For example, if a patient is
unable to afford the services needed to achieve a
good result on the quality measure (e.g., medications
needed to treat diabetes), or if they are unwilling to
use those services, the primary care practice will be
scored as having failed on the measure for that pa-
tient and its payments may be reduced, even though

the practice had no control over the factors affecting
that patient’s adherence.

e There is no assurance of quality care for each patient.
In addition, a primary care practice that scores well
on a quality measure is still paid if it delivers poor-
quality care for an individual patient. In fact, since
performance-based payments are based on the per-
centage of all patients whose care met the quality
standard, a practice may be paid more for delivering
poor-quality care to an individual patient if the prac-
tice has higher-than-average quality scores for its oth-
er patients.

The most problematic versions of pay-for-performance
are “shared savings” payment models that make addi-
tional payments to the primary care practice if the payer
calculates that the total amount it spent on all of the
healthcare services the patients received (including ser-
vices from hospitals, specialists, etc.) was reduced or
was lower than the amount it spent on similar patients
who received care from other primary care practices.
These payment models have all of the problems de-
scribed above, plus a serious additional problem:

e The primary care practice can be paid more for with-
holding services the patient needs. Under a shared
savings payment model, if a physician does not order
a test, procedure, or medication for a patient, that is
considered “savings,” regardless of whether the pa-
tient needed the service or not, and that physician
can receive a portion of the savings. Similarly, if the
physician orders a less expensive test, procedure, or
medication than what is really required to address the
patient’s health needs, that is also considered sav-
ings, and the physician practice may receive a finan-
cial bonus.

B. Fees for Additional Services

In recent years, Medicare and other payers have begun
paying primary care practices for some additional types
of services, including proactive services such as care
management for patients with chronic conditions. Be-
ginning in 2020, primary care practices could receive
payments for delivering telehealth services to patients in
their homes. However, these new payments have failed
to fully address the problems in the current payment
system:

e New payments are only for a subset of the services
patients need. In general, new payments have only
been made for narrowly-defined services and/or for
specific types of patients. For example, Medicare’s
Chronic Care Management payments are only for pa-
tients who have two or more chronic conditions, and
the primary care practice can only receive the pay-
ment for a patient if the practice spends at least 20
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minutes delivering services to the patient during the
month. When Medicare began paying for telehealth
services in 2020, the payments were initially paid only
if there was a video connection with the patient, even
if the patient did not have access to a computer or
smartphone.

¢ Payment amounts do not cover the cost of delivering
high-quality care. If a primary care practice needs to
hire additional staff or incur other costs in order to
deliver high quality care, it has to receive enough
revenue to cover those costs. However, the amounts
of additional payments are typically not based on any
information about what it will actually cost to deliver
the services, particularly in small practices.

e Restrictions intended to prevent inappropriate uses
can prevent use of services when they are needed.
Creating new fees for specific types of services cre-
ates fears that the services will be delivered when
they are unnecessary or inappropriate. For example,
the fees for telehealth visits that were authorized dur-
ing the coronavirus pandemic enable a patient’s pri-
mary care physician to address certain types of pa-
tient needs and problems without requiring the pa-
tient to travel to the physician’s office. However, there
are concerns that telehealth will be used when the
patient could and should be seen in the office or when
no visit at all is warranted. Proposed restrictions to
prevent inappropriate uses could also prevent tele-
health services from being used in appropriate situa-
tions.

C. Population-Based Payment

In a “population-based payment” system, a primary care
practice receives a monthly payment for each patient
instead of individual fees for office visits. (Some
proposed payments would also replace fees for proce-
dures and other services delivered by the primary care
practice). The payments are referred to as “population-
based” because the amount of payment depends on
how many patients the practice treats, not how many
services or what types of services the practices uses to
treat them. Population-based payments are similar to
traditional capitation payments except that (1) the pay-
ment amounts may be higher for individual patients who
have more chronic conditions, and (2) the average pay-
ment amounts may be adjusted up or down based on
quality scores.

Although a monthly payment for each patient gives a
primary care practice greater flexibility to deliver differ-
ent services and a more predictable revenue stream
than paying fees for each individual service delivered,
this approach fails to solve all of the problems with cur-
rent payment systems, and it also creates new problems
that do not exist under fee-for-service:

e Payments may or may not be sufficient to cover the
cost of high-quality care for practices with higher-need
patients. Most proposals for capitation and popula-
tion-based payments set the payment amounts at
levels designed to generate the same amount of reve-
nue the practice has been receiving from fee-for-
service payments, and in some cases less. This
means that if the fee-for-service revenue was inade-

quate to cover the cost of high-quality care, it is likely
that the capitation payments will also be inadequate.
In addition, the payments are not adjusted for chang-
es in patients’ acute needs, for the severity of chronic
conditions, or for non-medical barriers to care, so a
practice may receive even less revenue under popula-
tion-based payments than it would have under fee-for-
service. This could force primary care practices to
avoid caring for high-need patients.

Payments are higher than necessary for patients who
need only a small number of primary care services.
Even if the monthly payments are adequate on aver-
age to cover a practice’s costs, the payment over the
course of year for a patient who is healthy will be
much higher than what the patient or their insurance
plan would have paid under fee-for-service (even if
fees had been increased to better cover the costs of
delivering high-quality care). That can discourage
patients or their employers from participating.

There is even less assurance that patients will receive
high-quality care. As with other pay-for-performance
systems, adjusting capitation payments based on av-
erage quality performance does not assure that each
individual patient receives high-quality care. Moreo-
ver, in contrast to fee-for-service, under population-
based payment there is no financial penalty to a pri-
mary care practice if it delivers fewer services to a
patient, and there is no higher payment if the prac-
tice’s costs increase, so patients may have greater
difficulty receiving services they need.

Patient-Centered Payment for Primary Care
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|V A Patient-Centered Payment System
" for Primary Care

A. Essential Characteristics of a
Patient-Centered Primary Care
Payment System

Clearly, a different approach is needed that will actually
solve the problems of the current fee-for-service pay-
ment system for both primary care practices and pa-
tients without causing new problems for either. This
section describes the details of a Patient-Centered Pri-
mary Care Payment system that has four essential char-
acteristics:

1. The Payment for Each Patient is Based on the
Services That Patient Needs and Wants to Receive.
Not every patient will need or want the same services
from a primary care practice or to have them deliv-
ered in the same way:

¢ Some healthy patients may want the primary care
practice to help them manage their preventive care
needs, while others may choose to do that them-
selves and only use the primary care practice when
acute problems arise.

¢ Some patients with a chronic condition may want
the primary care practice to help them manage that
condition; others may need or want a specialist to
do so.

¢ Some patients may prefer to receive some services
through telehealth methods while others may not
want to or be able to do so.

¢ Some patients may have multiple injuries or acute
problems during the year that need diagnosis and
treatment, while others may have none.

In Patient-Centered Primary Care Payment, patients
(and those paying for their healthcare services) are
not expected to pay for services they do not receive;
primary care practices are not prevented from deliv-
ering sufficient, appropriate services because there
is no payment for them; and primary care practices
are not expected to provide more or different ser-
vices to higher-need patients without adequate com-
pensation for doing so.

2. The Payment for Each Patient Ensures That Each
Patient Receives High-Quality Care in the Most
Efficient Way. An individual will be far more willing to
utilize primary care to maintain their health and ad-
dress their chronic and acute healthcare problems if
they know they will receive the care that is most ap-
propriate for their specific needs. This requires that
a primary care practice deliver care to each patient
that meets quality standards appropriate for that
individual patient. It is also important to deliver high-
quality care efficiently, including avoiding the use of
unnecessary services and unnecessarily expensive
services, and minimizing the amount of time the pa-
tient has to spend away from work, school, or other
activities.

3. The Payment Amounts Are Adequate to Cover the
Cost of Delivering Services to Each Patient in a
High-Quality Way. No business can deliver a high-
quality product unless it is paid enough to cover the
costs of producing that product; similarly, a primary
care practice cannot be expected to deliver the kinds
of services each patient needs in a high-quality way
unless the payments it receives for its services are
sufficient to cover the costs of doing so. The only
way to know if payments are adequate is to deter-
mine what it costs to deliver high-quality care.

4. The Payments Are Affordable for Patients With and
Without Insurance. Patients can only benefit from
high-quality primary care if they use it, and they will
only use it if they can afford to do so. A Patient-
Centered Primary Care Payment system should make
primary care services as affordable as possible for all
patients who can benefit from them.

B. Method of Payment

1. Different Types of Payments for
Different Types of Services

Although every primary care practice delivers preventive
care, acute care, and chronic disease care, each of its
patients will need a different combination of those ser-
vices, and different practices will have patients with dif-
ferent sets of needs. Moreover, not every patient will
want to receive all of these services from the primary
care practice.

Consequently, the most patient-centered way to pay for
primary care is to have separate payments for each cat-
egory of services. Moreover, because the services in

each category should be delivered in different ways, dif-
ferent methods of payment will be needed in each cate-

gory.

a. Monthly Payments for
Wellness Care Management

Maintaining and improving one’s health is a continuous
process that occurs throughout the course of each year.
Patients who need multiple preventive care services or
who have failed to keep up with preventive care will
need to take more actions than others during the course
of the year, but it will generally be necessary and/or de-
sirable for this to be spread out over a period of time
rather than occurring all at once. Consequently, a pri-
mary care practice that is assisting individuals with well-
ness and preventive care will need to be able to provide
support to each patient throughout the course of the
year.
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The nature of the support will differ for different patients.
For example, some patients will need or want education
and assistance to be delivered in person while others will
prefer virtual assistance, and some patients will need
more support than others in order to successfully follow
a wellness and prevention plan. A key component, how-
ever, is proactive outreach to each patient to ensure they
understand and are able to obtain the appropriate pre-
ventive care and screening services in a way that is fea-
sible for them. In addition, patients who need preventive
care services from other providers will generally benefit
from having the primary care practice oversee and coor-
dinate those services to avoid duplication and resolve
conflicting recommendations.

It is impossible for a primary care practice to deliver this
kind of ongoing, customized, proactive wellness support
if it is only paid fees for narrowly-defined episodic ser-
vices such as office visits with physicians. Although
some aspects of wellness care must be provided by a
physician, many aspects can be delivered effectively by
other types of staff in the primary care practice. Conse-
quently, payments for wellness care must provide the
flexibility to deliver services in the most effective and
efficient way possible.

Since the “service” of wellness care should be continu-
ous and flexible, primary care practices should receive a
monthly Wellness Care Payment for each patient. The
monthly payment would only be for wellness care man-
agement, not for any specific procedures, tests, or treat-
ments the patient needs as part of their wellness plan,
such as immunizations, mammograms, colonoscopies,
etc. Payment for these other services should be made
using separate service-specific fees, as discussed fur-
ther below.

A patient who does not want wellness care support from
the primary care practice should not have to pay for it.
For example, some patients may prefer to only receive
acute care from the primary care practice, and to obtain
all or most of their wellness care from other sources
(e.g., from a gynecology practice). Consequently, the
primary care practice should only receive a Monthly Well-
ness Care Payment for a patient who explicitly enrolls
with the primary care practice to receive wellness sup-
port.

There is at least one group of patients for whom the
monthly payment for wellness care will need to be higher
because the time involved in helping them will be signifi-
cantly larger. Patients who have experienced a serious
iliness or injury and require an extended period of time
to regain their health can benefit from assistance from
their primary care practice during the recovery process.
This is particularly true if there are multiple specialists or
other providers involved in the recovery process, since
the primary care practice can play an important coordi-
nation role. This “transitional care management” is
more similar to wellness care management than to ei-
ther acute care or chronic condition management, but
because it is much more intensive, the primary care
practice should receive a higher Wellness Care Payment

for a patient during a month when they are recovering
from a serious illness, injury, or medical procedure. In

general, the higher payment would only last for a month,
unless the recovery period continues for a longer period
of time.

b. Monthly Payments for
Chronic Condition Management

A patient who has been diagnosed with one or more
chronic diseases such as asthma, diabetes, or hyperten-
sion will need to have a treatment plan involving a com-
bination of medications and lifestyle changes that are
designed to reduce the severity of symptoms caused by
the chronic condition, to prevent exacerbations of the
condition and associated complications, and ideally to
slow the progression of the disease. Most patients will
need education and assistance from the primary care
practice in order to design a successful treatment plan
and successfully adhere to it, and the practice will need
to adjust the plan from time to time as the patient’s
needs change and as new evidence about the effective-
ness of alternative treatments becomes available. In
addition, even with the most effective treatment plan,
some patients will experience exacerbations of their con-
dition during the course of the year, and it will be im-
portant for the primary care practice to identify those
exacerbations as quickly as possible and take appropri-
ate action in order to avoid more serious problems from
occurring.

This process of treatment planning, education, assis-
tance, monitoring, and response to problems must be
continuous and proactive. Although patients who experi-
ence exacerbations will need additional time and assis-
tance from the practice, it is problematic to pay the prac-
tice more when exacerbations occur (as is the case in
the current fee-for-service system), because the practice
is then penalized financially when it is able to prevent
exacerbations from occurring. In addition, although de-
velopment and adjustments to a treatment plan for a
chronic condition must generally be done by a physician
or other clinician, services such as education, assis-
tance, and monitoring can often be performed effectively
by nurses or other types of staff in the primary care prac-
tice.

Consequently, payments for chronic condition manage-
ment need to support continuous care throughout the
year, to provide flexibility for services to be delivered in
the most effective and efficient way possible, and to en-
courage prevention of exacerbations. The primary care
practice should receive a Monthly Chronic Condition
Management Payment for each patient with a chronic
condition.

e The patient with one or more chronic conditions will

still need basic wellness and preventive care in addi-
tion to assistance in managing their chronic condi-

tions, so the monthly payment for chronic condition
management would be in addition to the monthly pay-
ment for wellness care.

e The monthly payment would only be for chronic care
management, not for any specific procedures, tests,
or treatments the patient needs as part of their treat-
ment plan; these other services would be paid for
through service-specific fees.

Not every patient with a chronic condition will want the
primary care practice to provide assistance in managing
it. Some patients may need or want to receive that sup-
port from another practice that specializes in the pa-
tient’s condition(s), particularly patients with severe con-

6 Patient-Centered Payment for Primary Care
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ditions and patients for whom standard treatments are
not effective or have problematic side effects. Conse-
quently, the primary care practice should only receive a
monthly Chronic Condition Management Payment for a
patient who explicitly enrolls with the primary care prac-
tice to receive chronic care management. A patient re-
ceiving chronic care management from a specialty prac-
tice may still want to receive their general wellness care
and acute care from the primary practice (and the spe-
cialty practice may be unable or unwilling to provide
those other services), so having a monthly payment that
is specifically tied to chronic condition management al-
lows the primary care practice to be paid only for preven-
tive care and/or acute care if those are the only services
the patient is receiving, while being paid adequately if
the patient is receiving all three types of services.

In addition, some patients with a chronic condition may
need to temporarily receive proactive management ser-
vices for that condition from a specialty practice rather
than the primary care practice, such as when the patient
experiences an acute condition that complicates man-
agement of the chronic condition (e.g., the patient be-
comes pregnant and the medications she had been tak-
ing for the chronic condition are problematic during preg-
nancy). In these cases, the patient can temporarily stop
receiving chronic condition management services from
the primary care practice and then begin receiving them
again when the specialty care is no longer needed.
Since the payments are monthly, the primary care prac-
tice can receive the monthly payments only during the
months when the practice is actually providing the ser-
vices.

Patients Eligible for Chronic Condition Management
Payments

A patient with any chronic disease or long-term condition
that requires a significant amount of proactive care
should be eligible for this payment. This would include
diseases that are commonly the focus of primary care
initiatives, such as asthma,

Higher Payments for Specific Subgroups of Patients

There are two types of patients for whom the monthly

payments will need to be higher because the time in-
volved in chronic condition management will be signifi-

cantly larger:

e Higher Payments for Patients With a Newly Diagnosed
or Treated Chronic Condition. A primary care practice
will need to spend a significant amount of time with a
patient who has been newly diagnosed with a chronic
condition in order to develop the most effective treat-
ment plan for the patient and to provide education
and assistance to the patient in implementing that
plan. A large amount of time will also be needed if a
new patient comes to the practice who has been previ-
ously diagnosed with the chronic condition by another
practice or hospital, but the patient has not been re-
ceiving treatment for the condition or the previous
treatment has not been effective; in these cases, the
primary care practice will need to spend time to en-
sure the condition has been diagnosed correctly and
to design a new treatment plan that will be effective.
A higher monthly payment will be needed during at
least the initial month following diagnosis or enroll-
ment in order to support this additional time.

e Higher Payments for Patients With a Complex
Condition. Some patients have a combination of
chronic conditions or other characteristics (often re-
ferred to as “social determinants of health”) that (1)
make it more difficult to develop an appropriate and
feasible treatment plan in the first place, and/or (2)
make the patient more susceptible to serious exacer-
bations or complications. For these patients, signifi-
cantly different or more intensive approaches are
needed for preventing exacerbations/complications
and for responding when they do occur. Higher pay-
ments will be needed to enable adequate time to be
spent in providing the more intensive level of care
management and assistance these patients require.

COPD, depression, diabetes, and  Higher payments are needed for patients Patients should not be consid-

hypertension, as well as chronic  wjth complex conditions to enable adequate

conditions that often do not re-
ceive appropriate attention, such

arthritis. In addition, conditions

such as obesity, smoking, and substance abuse should
be included since they will require proactive manage-
ment over an extended period of time.

Trying to precisely define which conditions qualify for the
payment will only add administrative burden for the prac-
tice and the payer, and will be unlikely to lead to better
quality care. It would be better to be inclusive initially,
and then later exclude specific types of conditions if they
are being used as the basis for billing for chronic care
management when it is unlikely that any significant regu-
lar or proactive services are needed. If there is evidence
that a primary care practice is abusing this flexibility, that
practice could be excluded from the Patient-Centered
Primary Care Payment system rather than complicating
the system for all primary care practices.

ered to have a complex condi-
tion simply because they have

time to provide the more intensive level of  myttiple chronic diseases;
as chronic migraines, and osteo- ~ Care management these patients require.

many comorbidities occur com-
monly and primary care prac-
tices routinely manage the care of those comorbidities
in a coordinated way. For example, a high percentage
of patients with diabetes also have hypertension and/
or hyperlipidemia, and the appropriate treatment for
patients with diabetes includes management of hyper-
tension and hyperlipidemia, so a patient who has two
or more of these conditions should not be classified
as having a complex condition solely on that basis. On
the other hand, a patient who has no chronic diseases
other than diabetes, but who has other characteristics
that make standard approaches to treatment and
management of diabetes very difficult or impossible
(e.g., blindness, deafness, paralysis, homelessness,
illiteracy, etc.), will require significantly more time and
assistance, so such a patient would generally be ap-
propriate for this “complex condition” category. A pa-
tient who has two chronic diseases that co-occur less
frequently and where the standard approaches to
treating each disease can be in conflict would also be
appropriate for this category.4

\ CHQPR

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



Because of the diversity of factors that can make de-
livery of care more difficult, no fixed set of eligibility
rules should be established for this category; instead
the primary care physician should be able to make the
determination as to whether an individual patient is
appropriate for this category and document the basis
for that determination. (Patients with an advanced
iliness can also be included in this category, but ideal-
ly, they should receive comprehensive, multi-
disciplinary palliative care services, either from the
primary care practice or a palliative care provider, that
are supported by payments specifically designed for
palliative care.)

c. A Fee for Diagnosis and Treatment
of a Non-Emergency Acute Event

Patients who are receiving good preventive care and
chronic disease management will still have accidental
injuries and acute ilinesses such as colds or urinary tract
infections during the course of the year that are not
emergencies and can be effectively treated by a primary
care practice. In addition, many patients will experience
symptoms such as pain, dizziness, or fever that could be
caused by either a minor or major health problem, and a
primary care practice can and should promptly diagnose
the cause of such problems and determine what, if any,
treatment is needed. In general, these acute events will
require some type of “visit” with the primary care physi-
cian, either in person or through a video or audio con-
nection, in order to determine an accurate diagnosis and
prescribe appropriate treatment.

Since acute events will occur unpredictably during the
course of the year, the primary care practice needs to be
staffed and organized in a way that enables it to provide
these visits quickly when a patient does experience such
an event. This means that the practice will have to incur
a minimum level of cost every week to maintain that
readiness even if relatively few
of its patients actually experi-
ence an acute event during the
course of the week. From the
primary care practice’s perspec-
tive, it might seem that a month-
ly payment for each patient would be preferable to visit-
based payments because it would provide a more pre-
dictable revenue stream that would better match the
costs for staff and facilities that it would incur on a regu-
lar basis. However, the practice may also need to incur
extra costs (such as additional hours for part-time staff
or overtime for salaried staff) if a relatively large number
of patients need care during the week, and a monthly
payment would provide no additional revenue to cover
these extra costs.

acute care.

From the patient’s (and payer’s) perspective, a monthly
payment would mean that patients who experience
many acute events would be paying less than the cost of
the services they received, and patients who experience
few or no acute events would effectively be paying for
services they did not need or receive and subsidizing the
care of those who did have many acute events. Moreo-
ver, if patients pay nothing extra for a visit, some of them
will likely request visits more often than necessary, and if
the practice’s revenue did not depend on how many vis-

Monthly payments
patient-centered approach to payment for ijon management, that extra

its it scheduled, it would have a much weaker incentive
to see patients quickly. As a result, monthly payments
are not a patient-centered approach to payment for
acute care.

In contrast to preventive care and chronic care, acute
care is fundamentally reactive, episodic, and short-term
in nature, so the primary care practice should receive an
Acute Care Visit Fee when it provides diagnosis and

treatment for a new acute event affecting a patient.

Although diagnosing and treating a new acute event re-
quires some kind of “visit” with the patient, this is differ-
ent than what has traditionally been described as a “visit
-based payment” in fee-for-service systems:

® Patients who are receiving preventive care and/or
chronic condition management services from the
practice will likely also have visits with practice staff
related to those services, but the cost of those visits
will be supported by the monthly Wellness Care and
Chronic Condition Management Payments. In con-
trast, if a patient with a chronic condition has an
acute event such as an injury or a new symptom that
they have not experienced before, the practice should
be paid an additional amount for the visit needed to
diagnose and treat that acute problem.

® Conversely, the fact that an additional fee is paid spe-
cifically for a visit to diagnose and treat an acute prob-
lem does not mean that the visit to the practice has to
be limited to the acute problem. It may well be con-
venient for the primary care practice to address some
of the patient’s wellness care or chronic condition
management needs on the same day that an acute
problem is being addressed, and it may be necessary
or appropriate to do so if changes in wellness care or
chronic condition management are needed because
of the acute event. This will require the practice to
spend more time with the patient than what would
have been necessary solely to address the acute is-
sue, but if the patient has en-
are not a rolled with the practice. for _
wellness care or chronic condi-
time would be supported
through the monthly Wellness
Care and Chronic Condition Management Payments,
not through the Acute Care Visit fee.

The Acute Care Visit Fee should be designed to allow
sufficient time for the physician to examine the patient,
correctly diagnose the condition, and develop an appro-
priate treatment plan through a shared decision-making
process with the patient. This can generally be done in
30 minutes for most types of acute problems that typi-
cally arise in primary care. If the physician needs to
spend significantly more time than this because of the
complexity of the specific acute issue that is being ad-
dressed, then the physician would be paid two Acute
Care Visit Fees. If it was appropriate for the patient to
return for a second visit for the same acute problem
(e.g., to verify that a prescribed medication had fully ad-
dressed the problem), then there would be a second
Acute Care Visit Fee for that second visit. This would be
a simpler, more straightforward process than trying to
define different payment amounts for different amounts
of time, and it would avoid creating a financial penalty
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for a physician who spends adequate time to address
the patient’s needs during a single visit rather than ask-
ing the patient to come back for second visit on another
day.

Acute Care Visit Fees for Patients Receiving
Chronic Condition Management Services

The Acute Care Visit Fee should not be paid if the pa-
tient’s problem is clearly an exacerbation of a chronic
disease and if the practice is receiving a monthly Chronic
Care Management Payment for the patient, since the
monthly payment is intended to cover the costs of both
preventing exacerbations of the chronic disease and
addressing exacerbations when they occur. For exam-
ple, if the patient has asthma, and the practice is receiv-
ing a monthly Chronic Condition Management Payment
specifically for asthma, then if the patient experiences
an asthma attack and needs assistance or treatment
from the primary care practice, the primary practice
would not receive an Acute Care Visit Fee for providing
that assistance/treatment. In fact, high-quality care for
asthma includes development by the practice and pa-
tient of an “asthma action plan” defining what the pa-
tient and practice will do to prevent and treat asthma
attacks, and one of the elements of the plan will likely be
to specifically encourage the patient to contact the prac-
tice as soon as possible when an asthma attack appears
to be occurring, rather than waiting until it becomes se-
vere.

There will be many cases in which it will be uncertain
whether a particular acute problem was caused by a
patient’s chronic disease, and there will also be cases in
which the acute problem triggers an exacerbation of the
chronic disease. In these cases, the primary care prac-
tice should have the discretion to bill for an Acute Care

Visit Fee depending on what they believe is most appro-
priate in the circumstances. Trying to precisely define
which situations qualify as acute events and which do
not will only add administrative burden for the practice
and the payer, and will be unlikely to lead to better quali-
ty care. If there is evidence that a primary care practice
is abusing this flexibility, that practice could be excluded
from the Patient-Centered Primary Care Payment system
rather than complicating the system for all primary care
practices.

d. Need for Further Risk Adjustment

As shown in Figure 1, the additional monthly payments
for patients with chronic conditions, the higher monthly
payments for patients with complex conditions, and the
additional fees for patients with new acute problems
result in the practice receiving a higher total payment
during the month for a patient who has greater needs.
This is analogous to what is accomplished in population-
based payment systems where a single monthly pay-
ment for the patient is “risk adjusted” based on charac-
teristics of the patient.

However, in most risk adjustment systems, there is no
change in the payment amount for a patient who has an
acute problem, for a patient with a newly diagnosed
chronic disease, or for a patient who has non-medical
characteristics that make their care more complex. As a
result, the payments to the primary care practice under
Patient-Centered Primary Care Payment would better
match the actual differences in the time that a primary
care practice would spend with different patients.

Differences in Monthly Primary Care P

Acute Care
Visit Fee

Wellness Care Wellness Care Wellness Care Wellness Care Wellness Care
Payment Payment Payment Payment Payment
Healthy Patient Healthy Patient Patient with Patient with Patient with
with a New Chronic Disease Chronic Disease Complex
Acute Problem and a New Condition

FIGURE 1
ractice Revenues for Different Types of Patients

Acute Care
Visit Fee

Complex
Condition
Management
Payment

Chronic Chronic
Condition Condition
Management Management
Payment Payment

Acute Problem
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e. Fees for Individual Procedures and Tests

The payments described above are designed to pay for
three specific types of services - wellness care, manage-
ment of chronic conditions, and visits to diagnose and
prescribe treatment for new acute care issues. As part
of the treatment or management plans developed in any
of these areas, the primary care practice may perform a
procedure such as an immunization or injection, a suture
or excision, or therapy for a chronic condition. It is bene-
ficial for a patient to be able to receive these procedures
from the primary care practice when feasible and appro-
priate, since it avoids the need to make a separate trip
to another physician or facility and helps ensure that the
patient receives the appropriate procedure in a timely
way.

At a minimum, performing one of these procedures will
require additional time from the primary care physician
or other practice staff beyond what they would otherwise
need to spend with that patient, and in most cases, the
practice will need to incur out-of-pocket costs for medica-
tions, supplies, or equipment in order to perform the
procedure. If the primary care practice does not receive
sufficient revenue to cover the additional time and cost
associated with performing these procedures, it will be
unable or unwilling to deliver them.

In addition, it is helpful if the patient can receive basic
laboratory tests at the practice, such as measurements
of the patient’s cholesterol or blood sugar levels, rather
than having to make a separate trip to a laboratory and
then potentially having to make a separate visit or con-
tact with the primary care practice in order to receive the
appropriate treatment based on the result of the test.
Most of the common tests ordered by primary care prac-
tices can be performed at the

primary care practice using It is problematic

equipment and chemicals
designed for that purpose
without any special licensing.

for acquiring the testing

to pay for integrated
behavioral health approaches using fees for provider(s).
counseling sessions.

However, there is a fixed cost ~ provide  the pr&!Ctice )
revenue to support integrated behavioral health health approaches using

Monthly payments

f. Monthly Payments for
Integrated Behavioral Health Services

There is growing recognition that primary care practices
need the ability to deliver some types of behavioral
health services so that patients who have both behavior-
al health needs and physical health needs can have
them treated and managed in a coordinated way. Alt-
hough primary care physicians can and do provide a
basic level of behavioral health counseling to patients as
part of office visits for other medical issues when need-
ed, many primary care practices have not had appropri-
ate staff to provide additional or more intensive behav-
ioral health services to patients because of barriers in
the current payment system - either there is no pay-
ment at all for such services, or the payments that do
exist are too small and/or too narrowly defined to sup-
port the kinds of services the primary care practice
would be able to deliver.5

There are two basic approaches for delivering behavioral
health services in primary care practices - the Collabo-
rative Care (IMPACT) Modelé and the Primary Care Be-
haviorist Model.” Both of these models are based on
having one or more individuals with behavioral health
expertise working for the practice who can provide in-
person and/or virtual counseling and care management
to patients with a suspected or diagnosed behavioral
health problem such as depression, anxiety, or sub-
stance use disorder. Patients with severe conditions
would need to be referred to a specialized behavioral
health care provider rather than receiving treatment
from the primary care practice, but the primary care
practice’s behavioral health staff could help ensure that
the care the practice is providing for these patients’
physical health problems is coordinated with the
behavioral health treatment
they receive from the other

. . It is problematic to pay for
with  predictable these integrated behavioral

equipment, there is a costfor  seryjces and the ability to maintain open times fees for counseling ses-

the chemicals needed for
each test, and time is needed
to have the test performed by
a trained staff member. If the primary care practice
does not receive sufficient revenue to cover these costs,
it will be unable or unwilling to perform them.

on the schedule.

Since only a subset of patients will need these proce-
dures and tests and since the cost of performing each
procedure and test will differ, the primary care practice
should receive an additional fee when an individual pa-
tient receives a procedure or test. The amount of the fee

should be adequate to cover the costs of delivering that
type of procedure or test.

sions. There is typically a

high no-show rate for such

sessions that can cause fee
-based revenues to fall below the cost of employing the
counseling staff, and paying fees for individual sessions
can encourage scheduling more sessions than neces-
sary. In addition, it is important to enable primary care
physicians to make a “warm handoff” to the behavioral
health staff when a patient visits the practice for medi-
cal reasons and the physician identifies the need for
behavioral health care. This can only occur if the behav-
ioral health staff’s schedule is not completely filled each
day, and under a fee-based system, open time on the
schedule means a loss of revenue.

Monthly payments would provide the practice with pre-
dictable revenue to support integrated behavioral health
services and the ability to maintain open times on the
schedule. However, it would be undesirable if monthly
payments were limited to patients who have been for-
mally diagnosed with a behavioral health condition; the
physician should not be forced to assign a formal
“mental health” diagnosis to a patient if they believe

10 Patient-Centered Payment for Primary Care
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that would be problematic for the patient or if the physi-
cian is not sure what diagnosis to assign.

The most appropriate approach would be to treat basic
behavioral healthcare services as an additional compo-
nent of the primary care practice’s wellness care ser-
vices, since many patients will need some level of behav-
ioral health support at some point in time. A primary
care practice that delivers integrated behavioral health
services should receive a monthly Integrated Behavioral
Healthcare Payment in addition to the monthly Wellness

Care Payment for each of the patients who has enrolled
for wellness care from the practice.

g. Payments for New Patients

The payments for wellness care and chronic condition
management described above would only be for patients
who explicitly enroll with the practice to receive these
proactive services on an ongoing basis. A primary care
practice will want to ensure that it can meet a patient’s
needs before enrolling them for ongoing services, and
the patient may be unwilling to enroll until they have a
chance to discuss with the physician whether the prac-
tice will deliver the services the patient needs in a way
that is convenient for the patient. Consequently, most
new patients will need at least one initial visit with the
practice before enroliment occurs.

The current fee for service system pays a higher amount
for the initial visit with a new patient than for visits with
established patients, and the initial visit payment is high-
er for new patients who have multiple, complex problems
than for those who do not. There does not seem to be
any compelling reason to change this approach to paying
for the initial visit, since if the practice can meet the pa-
tient’s needs, it will be in both the practice’s interest and
the patient’s interest for the patient to enroll with the
practice and begin receiving the proactive, high-quality
care that would be supported by the monthly payments
for enrolled patients.

h. Payments for Services Delivered to
Non-Enrolied Patients

Patients who are unwilling or unable to enroll with a pri-
mary care practice for ongoing wellness care or chronic
condition management services may still want or need to
receive occasional services for acute conditions, chronic
condition exacerbations, etc. If a primary care practice
provides a service to one of these patients, the practice
should be paid for doing so; current fee-for-service pay-
ments can continue to be used for this purpose.

2. Billing and Payment for Services

The simplest and best way to operationalize the new
payments for wellness care, acute care, chronic condi-
tion care, and behavioral healthcare for patients who
have health insurance is to create a billing code for
each of the new payments. Each of these services/
payments would need to be assigned a CPT® (Current
Procedural Terminology) code by the American Medical
Association’s CPT Editorial Panel. Alternatively, HCPCS
(Healthcare Common Procedure Coding System) Level I
Codes could be created by the Centers for Medicare and
Medicaid Services (CMS) HCPCS Workgroup. New CPT
codes and HCPCS codes are created every year in order
to allow physician practices to bill for new types of pro-
cedures and services,

Specifically:

® A new CPT code (“XX010”) would be created to repre-
sent one month of Wellness Care services for a pa-
tient who has explicitly enrolled with the practice to
receive wellness and preventive care. An additional
CPT code (“XX011") would be created to allow a high-
er payment during the month for a patient who has
been discharged from a hospital or is recovering from
a serious illness.

® A new CPT code (“XX020") would be created to repre-
sent a visit in which a patient receives diagnosis and
treatment planning services for a new acute symptom
or problem. (The “visit” could either be in person or
through electronic means, as appropriate.)

® A new CPT code (“XX031”) would be created to repre-
sent one month of Chronic Condition Management
services for a patient who has explicitly enrolled with
the practice to receive these services. An additional
CPT code (“XX030”) would be created to allow a high-
er payment during the initial month of care for a pa-
tient with a newly diagnosed/treated chronic condi-
tion, and another CPT code (“XX032”) would be creat-
ed to allow higher payment on an ongoing basis for
patients who have a complex condition.

® A new CPT code (“XX012") or a code modifier
(“XX010-BH”) would be created to provide an addi-
tional monthly payment for each patient who has en-
rolled in the primary practice for wellness care if the
practice has the capacity to deliver integrated behav-
ioral health services.

The definitions of the new CPT codes should not specify
exactly what wellness or chronic condition management
services the patient would have to receive during the
month or what services must be provided during the
acute care visit in order for the practice to be paid. In
particular, the practice should have the flexibility to de-
liver services in person or through electronic means, to
have services delivered by the physician, a nurse, or
other member of the practice staff, etc. Section IV-C
describes the method that would be used to ensure that
appropriate care was being delivered in return for pay-
ment.

The physician would make the determination as to
which specific CPT code was appropriate based on the
patient’s characteristics and the type of service being
delivered. For example, if the physician determined that
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the patient had a complex chronic condition that was
eligible for the higher chronic condition management
payment, the physician would bill using the appropriate
code, while maintaining appropriate documentation for
doing so in the patient’s clinical record.

The primary care practice would submit the appropriate
CPT code to a patient’s health plan when that patient
received wellness care, acute care, or chronic care man-
agement services from the practice, and the health plan
would pay the practice the amount assigned to each of
those codes (Section IV-D discusses how the payment
amounts should be determined). For example:

e |f a patient who is enrolled only for wellness care re-
ceives no other services during the month, the prac-
tice would submit a bill with the XX010 code to the
patient’s health plan for the month.

e |f a patient who is enrolled for wellness care also visits
the practice for an acute problem, the practice would
submit a bill with both the XX010 and XX020 codes. If
the patient also receives a procedure to address the
acute problem, the practice would include the appro-
priate billing code for that procedure on the claim
form in addition to the other codes.

e |f a patient has a chronic disease and enrolls with the
practice for chronic condition management, the prac-
tice would submit a bill each month with both the
XX010 and XX031 codes.

e |f a patient has not en-
rolled with the practice
for ongoing wellness
care or chronic condition
management services
and the practice deliv-

chronic condition
patients who want

3. Enroliment of Patients

The primary care practice would only be eligible to re-
ceive the new payments for patients who had enrolled
with the practice to receive ongoing services, so the
practice would only submit a claim form with one of the
new billing codes for a patient if that patient had, in fact,
enrolled with the practice for ongoing care. The practice
would only be eligible to receive chronic condition man-
agement payments for a patient if they had an eligible
chronic condition, so the practice would only submit bill-
ing codes for chronic condition management if the prac-
tice had diagnosed the patient with a chronic condition
and the patient had agreed to receive regular, proactive
care management for that condition from the practice.

The enrollment process should be carried out by the
primary care practice, not by the patient’s health insur-
ance company. No patient should be “attributed” to the
practice by a health insurance company without the
knowledge and consent of the patient and the primary
care practice. A patient would have to explicitly tell the
primary care practice that it wanted to enroll to receive
proactive care from that practice, and the practice would
need to ensure that it had the capacity to provide the
appropriate services to address the patient’s needs be-
fore agreeing to enroll that patient.

It will be important for patients to understand that enrol-

ling with the primary care practice to receive proactive

wellness care or chronic care management services
from the practice does not

The primary care practice should only mean thatthe primary care
receive monthly payments for wellness care and  physician will be serving as a
management for “gatekeeper” who will deter-

mine whether the patient can

receive  those receive any other kind of ser-

ered a procedure or oth-  gervjces. No patient should be “attributed” to @ vices, unless the patient has

er service to the patient,
then the practice would

bill for that service the without the

same way it does today ~ consent of the patient and the primary care

using the appropriate
existing billing code for
the service.

practice.

Since new CPT and HCPCS codes are created every year,
every physician practice’s billing system has the capabil-
ity to use new codes, and every health insurance compa-
ny’s claims payment system has the capability of pro-
cessing claims with new codes, so this approach would
involve minimal administrative costs for the primary care
practice and the health insurance company.

If a primary care practice submits the monthly billing
code for either Wellness Care or Chronic Condition Man-
agement, it would not bill for any of the current CPT
codes for Evaluation and Management (E/M) services to
established patients (i.e., 99211-99215) during that
month. If the health insurance plan received a claim
with one of these codes and also a claim with an XX01x,
XX02x, or XXO3x code for the same patient during the
month, it would only pay for the latter codes.

primary practice by a health insurance company enrolled in an HMO-type insur-
knowledge and anceplanand the primary care

practice has agreed to play the
gatekeeper role for patients in
that insurance plan.

The practice would inform the patient’s health insurance
company that the patient had enrolled by submitting
claims for the monthly wellness care and/or chronic con-
dition management payments.8 This process is far less
burdensome for both the primary care practice and the
health plan than the complex and problematic attribu-
tion systems that have been used by Medicare and other
payers to make monthly “population-based payments” to
primary care practices.

A patient should also be able to disenroll from receiving
proactive care from the practice if they are no longer

able or willing to receive it. Since the wellness care and
chronic condition management payments would be
billed for and paid monthly, a patient could disenroll at
the end of any month if they wished to, and the primary
care practice would then stop submitting bills for the
monthly payments for that patient. As discussed earlier,
it may be appropriate for some patients to stop receiving
chronic condition management services from the prac-
tice temporarily while they are receiving services for that
condition from a specialty practice (e.g., during pregnan-
cy), and the monthly payment structure easily allows
that to occur.
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C. Accountability for
Quality and Utilization

The second key characteristic of a Patient-Centered Pri-
mary Care Payment system is ensuring that each patient
receives high-quality care in the most efficient way. This
can only be done if there is a clear definition of what
“quality care” from a primary care practice means for
each individual patient and if there is a mechanism for
assuring that quality care is being provided without the
use of unnecessary and unnecessarily-expensive ser-
vices.

1. The Problems With
“Outcome-Based Payment”

Although it would seem ideal to evaluate the quality of a
patient’s primary care services based on whether the
services produced a good outcome for the patient, this is
impractical to do for several reasons:

® Primary care practices provide care to patients with a
large number of health problems and a diversity of
needs and preferences. There is no single “outcome”
that would be appropriate for all patients.®

® There are no outcome measures at all for many condi-
tions commonly managed by primary care practices,
and where there are, it is generally agreed that out-
comes must be assessed through multiple measures
rather than one single outcome measure. For exam-
ple, an international effort to define outcomes for dia-
betes resulted in a list of 27 separate outcome
measures, ranging from glycemic control to psycholog-
ical well-being.10

® |n general, even when an outcome measure has been
developed, there is no standard defining the minimum
outcome that a primary care practice could be ex-
pected to achieve or the

efforts to reduce patients’ HbAlc levels to achieve
these targets have caused serious problems for some
patients.12

® Performance on most outcome measures is affected
not just by the services delivered by the primary care
practice, but by the willingness and ability of a patient
to do what is necessary to achieve the outcome. For
example, a primary care practice can prescribe appro-
priate medications for diabetes and encourage pa-
tients to take them, but the practice cannot force
patients to do so, and a large percentage of patients
do not take the medications needed to control their
disease.13 Consequently, even if a desirable, patient-
appropriate outcome target could be defined for an
individual patient, it would be inappropriate to hold
the primary care practice responsible for failure to
achieve that target without controlling for the pa-
tient’s own contributions.

2. A Bad Alternative: Quality Measures

Even though a primary care practice cannot be held di-
rectly accountable for whether good outcomes are
achieved, one would still want the practice to plan and
deliver the services to each patient that are most likely
to result in a good outcome for that patient.

If there is strong clinical evidence that a particular set of
services will result in the best outcome for a particular
patient, then it is reasonable to expect the practice to
deliver those evidence-based services to the patient, or
at least attempt to do so. Similarly, where there is evi-
dence that a particular set of services is ineffective or
harmful, it is reasonable to expect that a practice will
avoid delivering or ordering those services, even if the
patient might want to receive them.

This has led to a proliferation of quality measures, each
intended to measure whether a

timeframe in which an out-
come should be expected
to occur. For example, in
the consensus document
on diabetes outcome
measures, no target values

Quality measures have been ineffective in SPecific aspect of a primary care

improving quality, burdensome for primary
care practices, and potentially harmful to
patients.  Prior authorization programs
delay the delivery of care patients need,
which can lead to bad outcomes for

practice’s services is consistent
with one or more pieces of evi-
dence regarding the right way to
diagnose or treat a specific health
problem. However, this approach
has been ineffective in improving

were defined even for
things that are routinely
measured, such as blood
pressure, body-mass index, and glycated hemoglobin
(HbA1c). In general, it is impossible or inappropriate
to expect the same outcomes for every patient be-
cause of the many differences in characteristics of
patients that can affect treatment outcomes. The
consensus document on diabetes outcomes defines
16 different variables needed to adjust the outcome
measures in order to compare outcomes for different
groups of patients.11

patients.

® When attempts are made to define target values for
an individual outcome measure, they can result in
worse overall outcomes for some patients. For exam-
ple, diabetes quality measures have typically defined
a single HbA1c target level for most or all diabetic pa-
tients, even though there is clear evidence that it is
neither feasible nor desirable for every patient to
achieve the same HbA1c level, and overly-aggressive

quality4, burdensome for primary
care practices15, and potentially
harmful to patients.16 Some of
the reasons for this include:

® Most quality measures are based on whether a spe-
cific approach to services has been used or a specific
standard of quality has been met for all patients who
have a particular disease or are in a specific demo-
graphic group, even when evidence clearly indicates
that different services or standards are appropriate or
necessary for a significant subset of those patients.17
As a result, one cannot expect any primary care prac-
tice to meet these quality measures 100% of the
time, and there is no way to determine whether a
difference in performance between practices is due
to differences in the characteristics of the patients
they treat or differences in the actual quality of care
they deliver.
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® The quality measures typically define a specific thresh-
old to distinguish “good quality” care from “poor quali-
ty care.” The only thing that affects the measure is
the number of patients on either side of that thresh-
old, so care can get worse for the patients who are
receiving “good” care and care can get better for pa-
tients who were receiving “poor” care without causing
any change at all in the quality measure.

e |f the patient is unwilling to accept the services re-
quired to meet the quality measure, or if there are
barriers that prevent the patient from obtaining those
services (e.g., an allergy to a medication or inability to
afford the medication), then the primary care practice
will need to deliver or order alternative services. Most
quality measures provide no mechanism for excluding
these patients from the measure, so care that is more
consistent with patient preferences and needs can
appear to be worse on the quality measures.

Because primary care practices deliver care for a wide
range of different health problems and a wide variety of
patients, measuring quality in this way for every problem
and every type of patient would require hundreds of dif-
ferent measures. The burden that using a large number
of measures causes for primary care practices has led to
efforts to reduce the number of measures used, but this
does not resolve the problems with the individual
measures nor does it provide any way to assure quality
for the many patients whose care is not measured at all.

3. Another Bad Alternative: Prior Authorization

For many types of health problems and patients, there is
no clear evidence as to what services are effective and
which will result in the best outcome for particular types
of patients. As a result, some physicians use far more
services, or far more expensive services, than others.
There may be no evidence to support this, but there may
also be no evidence showing that it is harmful.

In an effort to prevent primary care practices from order-
ing or delivering unnecessary and unnecessarily-
expensive services, many health insurance companies
require a primary care physician to obtain “prior authori-
zation” from the insurance company before the company
will pay for certain kinds of medications, tests, or proce-
dures ordered or delivered by the physician. These prior
authorization processes are extremely problematic18 for
several reasons:

e |f there is no clear evidence to guide the physician’s
decision about which services to use, there is also no
clear evidence to guide the health insurance compa-
ny’s decision, and the insurance company has far less
information about the patient’s symptoms, history,
and characteristics to inform its decision than the phy-
sician does.

® As a result, there will still be variation in what services
are delivered, but the variation will be driven by differ-
ences in the prior authorization rules and decisions
made by different health plans, rather than differ-
ences in patient needs.

® Seeking prior authorizations from health plans and
challenging inappropriate denials by the health plans
requires the primary care practice to spend a large

amount of time and money!° that does nothing to
improve patient care. It also requires the health plan
to spend money on staff to review and decide on prior
authorization requests. There is no evidence that the
savings, if any, from reductions in unnecessary ser-
vices justifies the costs incurred by both payers and
primary care practices.

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

4. A Better Way:
Using CPGs/SCAMPs and SAINTs

Guidelines, Pathways, and SCAMPs

Clinical Practice Guidelines (CPGs) represent a more
comprehensive, efficient, and patient-centered mecha-
nism for achieving good patient outcomes than a list of
quality measures. A clinical practice guideline assem-
bles all of the available evidence regarding how to diag-
nose a symptom or treat a condition in a way that is like-
ly to achieve the best outcome for each patient.20 More-
over, in contrast to the one-size-fits-all nature of quality
measures, a CPG encourages and guides appropriate
customization of services to patients with different char-
acteristics based on available evidence.

Since clinical practice guidelines define which services
are inappropriate as well as which services are appropri-
ate, they can reduce use of unnecessary services in a
more patient-centered way than burdensome and prob-
lematic prior authorization processes. In order to reduce
variation, the guidelines can include a recommended
option when there are multiple diagnostic or treatment
choices and the available evidence does not indicate
which option is better. The term “Clinical Pathway” is
often used to describe a set of guidelines that recom-
mend the use of a specific approach when the evidence
is unclear or where multiple options have equivalent
benefit.21

Clinical practice guidelines and pathways have been
successfully used to improve quality and reduce varia-
tion in a variety of settings22, and studies have found
that primary care physicians would be willing to use
guidelines if they are designed and implemented appro-
priately.23 In order to avoid re-creating the problems of
quality measures and prior authorization, effective clini-
cal guidelines/pathways for primary care need to meet
four criteria:

e Ease of Use. The guidelines must be structured so
they are easy for primary care physicians to use. The
most useful versions of guidelines/pathways are inte-
grated directly into the physician’s EHR (so they do
not require re-entering data about the patient), they
address all of the inter-related decisions the physician
will be making (e.g., about both diagnosis and treat-
ment) rather than forcing the physician to consult
multiple separate guidelines, and they are structured
as flowcharts or decision trees so the physician can
quickly determine which specific recommendations
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are most applicable for the specific patient the physi-
cian is treating.

o Ability to Deviate. Physicians must have the ability to
depart from the guidelines/pathway when there are
good reasons to do s0.24 For many types of patients,
there is not strong evidence as to what approach to

A SAINT

Although greater use of CPGs/SCAMPs in primary care
would likely result in greater use of evidence-based ser-
vices and reduce the use of unnecessary services, this
would not be sufficient for achieving the best outcomes
for patients, because the CPGs/SCAMPs do not directly

diagnosis or treatment would achieve the best result,
so no guideline can dictate what should be done for
every patient.25 |n particular, when patients have mul-
tiple chronic conditions, guidelines designed for care
of individual diseases may not be appropriate.2é In
addition, the patient may be unwilling or unable to
accept the services recommended by evidence, in
which case a different set of services will be needed.

Documentation for Deviations from Guidelines. In
order to use evidence where it is applicable and to
reduce unnecessary variation, deviations from the
guidelines/pathways should only occur for good rea-
sons. Consequently, there must be a mechanism for
physicians to document the reasons for deviation if
the guideline is not followed for a specific patient.

Modification and Expansion of Guidelines. There
should also be a process for modifying or expanding

ensure that an individual patient’s most important
needs are being adequately addressed:

® Although the guidelines can help ensure the right

services are being used to diagnose and treat a spe-
cific patient problem, the physician has to know the
problem exists in order to use the guidelines.

® |n addition, the physician needs a way to know wheth-

er the patient is actually experiencing better out-
comes as a result of the services that are delivered.

In most cases, evidence merely indicates that the
probability of achieving a good outcome is higher with
one set of services than others, not that a better out-
come is guaranteed. If services recommended in the
guidelines fail to achieve better outcomes for a partic-
ular patient, a different approach will be needed.
SCAMPs allow deviations from the guidelines in these
situations, but there must also be a way to determine

guidelines to address the situations where physicians
feel the guidelines do not apply or would be problem-
atic for particular types of patients. Clinical data from
electronic health records can be collected and ana-
lyzed to determine whether the care that was deliv-
ered outside the guidelines resulted in good outcomes
for the patients, and if so, the guidelines and recom-
mendations can be revised accordingly. This process
can generate new evidence more quickly and cost-
effectively than randomized control trials, and it may
be the only feasible way to generate evidence about
how to treat health problems that occur infrequently
and patients with special characteristics.

A Standardized Clinical Assessment and Management
Plan (SCAMP) is a form of clinical practice guideline/
pathway that achieves these goals. It is explicitly de-
signed to allow deviations in appropriate situations. In
addition, there is an explicit process for using infor-
mation about the circumstances and reasons for devia-
tions and the outcomes of those choices in order to im-
prove the guidelines.2” SCAMPs have been successfully
used to improve guidelines and outcomes for patients in
a number of areas such as evaluating chest pain, diag-
nosing food allergies, etc.28

To be successful in supporting patient-centered care,
CPGs and SCAMPs must be developed and refined by
clinicians, not by health plans. Clinicians will be more
likely to utilize and adhere to clinician-developed CPGs/
SCAMPs than rules or pathways developed by payers or
other entities where cost considerations may have taken
precedence over patient outcomes in defining recom-
mendations.2® In addition, a CPG/SCAMP developed by
clinicians can be used for all patients, regardless of pay-
er.

whether the alternative approaches resulted in good
outcomes so that the guidelines can be modified ap-
propriately.

® Most evidence-based guidelines are focused on one
particular symptom or condition, and they may pro-
vide little or no guidance as to what will work best for
patients who have multiple conditions. Even if each
of the condition-specific approaches recommended
by guidelines would be desirable, it may be impracti-
cal or impossible for a patient who has multiple con-
ditions to take all of those actions or receive all of
those services simultaneously. A method is needed
for prioritizing which evidence-based actions to take
and which to defer or ignore based on the goals that
are most important to the patient.

Consequently, in addition to CPGs/SCAMPs, a primary
care practice needs a Standardized Assessment, Infor-
mation, and Networking Technology (SAINT). A SAINT
provides a systematic way for a patient to provide their
primary care practice with actionable information about
any physical and emotional problems they are having
and whether the services the practice is providing to the
patient are addressing the issues that are of most con-
cern to the patient.30

A successful SAINT will have the following characteris-
tics:3t

e Easy to Use and Affordable for the Primary Care Prac-
tice. The SAINT must allow the primary care practice
to both collect and access information about pa-
tients’ needs in a way that does not require a large
amount of time by the primary care physician and
other practice staff and does not require a significant
upfront or ongoing cost in terms of equipment and
software.

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

e Enables and Encourages Patient Participation. Ideally,
the primary care practice would receive information
from all of the patients in the practice. However, be-
cause the information describes problems and priori-
ties from the patients’ perspective, patients have to
be both willing and able to provide the information.
This not only means the SAINT has to be easy for pa-
tients to use, but patients need to feel that submitting
the information will actually result in better care, and
they must not be concerned that the information will
be inappropriately shared or misused in any way.32

How’s Your Health is a SAINT designed specifically for
primary care that meets all of these criteria:

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

® [t generates a summary measure called the What Mat-
ters Index (WMI) that identifies which patients are
experiencing problems and assesses key patient out-
comes.33 The WMI has been shown to predict health
care spending as well or better than other commonly-
used risk stratification/

5. Assuring Accountability for Quality

If (1) a patient has chosen to receive care from a primary
care practice for an acute issue, or if the patient has
enrolled with the practice to receive proactive wellness
care or chronic condition management, and (2) the pay-
ment from the patient (or their health insurance plan) is
sufficient to enable adequate time to be spent consult-
ing clinical guidelines and monitoring patient outcomes
as well as delivering services, then (3) it is reasonable
for the patient (and the payer) to expect that the primary
care practice will plan and deliver services in accord-
ance with available evidence-based guidelines. If the
patient is unwilling to accept those services or if there
are barriers that prevent the patient from obtaining
them (e.g., inability to afford a particular medication),
then the practice should have the flexibility to deliver or
order alternative services, but this should only occur
after the patient is educated about the evidence-based
services and efforts are made to overcome any barriers
to using them. In addition, the practice should be ex-
pected to follow up with patients who have received evi-
dence-based services and to monitor patients who have
enrolled for proactive care to determine whether their
needs are being addressed, and the practice should be
able to deliver different services if the evidence-based
services are not effective.

prediction tools.34 A primary care physician who wants to achieve @ |, general, if a primary care
e It enables patients to good outcome for a patient will need to deliver physician wants to achieve
identify specific risk the kinds of evidence-based services described good outcomes for their pa-

factors, concerns about jn clinical practice guidelines, so holding the Uent they will need to deliver

their health, and prob-
lems they have had

practice accountable for

the kinds of evidence-based

using them is services described in clinical

getting appropriate help essentially equivalent to holding the practice practice guidelines, so holding

so the primary care accountable for outcomes.

practice can better plan

how to assist them.35 It can serve as the Health Risk
Assessment required as part of the Medicare Annual
Wellness Visit.36

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

How’s Your Health provides information similar to other
methods of surveying patient-reported outcomes, but in
a more cost-effective way. It also provides more immedi-
ate information about the patient’s experience of care
more cost-effectively than the Consumer Assessment of
Healthcare Providers and Systems (CAHPS) survey cur-
rently used to assess patient experience3” and avoids
problems associated with patient “satisfaction” rat-
ings.38 Primary care practices can also use the system
to compare their performance in achieving good out-
comes for patients with the performance of other prima-
ry care practices, since the data provide a way of control-
ling for important differences in patient characteristics,
including patient income, functional status, and other
barriers to care as well as demographics and diseases.

the practice accountable for

doing so is essentially equiva-
lent to holding the practice accountable for outcomes. If
the practice does not deliver care in a way that is con-
sistent with the best-available medical evidence and the
patient’s own needs and preferences, then the practice
should not expect to be paid for that visit or service.
This is the standard of quality used in every industry oth-
er than healthcare - if a business does not deliver a
high-quality product or service, the business will not be
paid or it will be expected to refund the customer’s mon-
ey.39 It doesn’t matter how many other customers re-
ceived properly-functioning products and services; if a
particular customer fails to receive a high-quality prod-
uct or service, that specific customer will not be ex-
pected to pay. In contrast, healthcare providers have
been typically paid for the services they deliver even if
one or more services failed to meet evidence-based
standards of quality and necessity, or if they failed to
deliver the services that were most appropriate to ad-
dress the patient’s problems.
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The simplest and most patient-centered method for as-

suring high-quality primary care services is to require
that the primary care practice properly utilize appropriate

CPGs/SCAMPs and a SAINT for each patient in order to

bill for delivering a service to that patient. Specifically:

e Accountability for Quality in Non-Emergency Acute
Care. If a patient seeks care for a new acute problem
from a primary care practice, the practice would only
bill for an Acute Care Visit Fee for that problem if it
attests: (1) that it utilized one or more SCAMPs or
CPGs appropriate for the problem, and (2) that it ei-
ther (a) delivered services consistent with the guide-
lines or (b) documented the reasons for deviation in
the clinical record (i.e., why the guidelines were inap-
plicable or inappropriate or that the patient had explic-
itly indicated that they were unwilling or unable to ob-
tain the services consistent with the guidelines).

e Accountability for Quality in Wellness Care: If the pa-
tient has enrolled to receive wellness care from the
primary care practice, the practice would only bill for a
Wellness Care Payment for that patient for the current
month if it attests: (1) that it was using a SAINT to
identify and prioritize any problems the patient was
experiencing, (2) that it had utilized one or more
SCAMPs or CPGs to determine how to address any
health problems and to determine what preventive
care was appropriate, and (3) that the patient had
either (a) received services consistent with the guide-
lines or (b) the reasons for deviation had been docu-
mented in the clinical record.

e Accountability for Quality in Chronic Condition Man-
agement. If the patient has enrolled to receive chron-
ic condition management from the primary care prac-
tice, the practice would only bill for a Chronic Condi-
tion Management Payment for that patient for the
current month if it attests: (1) that it was using a
SAINT to identify and prioritize any problems the pa-
tient was experiencing, (2) that it had utilized a
SCAMP or CPG for the chronic condition to determine
what services were appropriate, and (3) that the pa-
tient had either (a) received services consistent with
the guidelines or (b) the reasons for deviation had
been documented in the clinical record.

e Accountability for Quality in Behavioral Healthcare: If
the patient has enrolled to receive wellness care from
the primary care practice, the practice would only bill
for an Integrated Behavioral Healthcare Payment for
that patient for the current month if it attests: (1) that
it was using a SAINT to identify behavioral health prob-
lems the patient was experiencing, (2) that it had uti-
lized one or more SCAMPs or CPGs to determine what
services were appropriate, and
(3) that the patient had either
(a) received services consistent
with the guidelines or (b) the

reasons for deviation had been  SMall percentage of cases. Almost all

Enforcing Accountability

The primary care practice should be expected to attest
that it has utilized an appropriate CPG/SCAMP and SAINT
when it bills a payer or patient for a service. It should not
be required to submit documentation of that to a health
plan in order to receive payment. Similarly, if the prac-
tice has deviated from the guidelines, it should be ex-
pected to maintain documentation of the reasons for the
deviation in the clinical record, but it should not be re-
quired to submit that documentation to a health plan.

This is the same approach that is used in current fee-for-
service payment systems to assure that a physician prac-
tice has delivered the service that it is billing for. When
the physician practice submits a bill for a service, it is
attesting that it delivered that service to the patient; it
does not have to submit any other documentation to the
health plan that it did so, but it maintains documentation
in the clinical record that can be used, if necessary, to
show that the billing was done properly.

While it would obviously be possible for a physician to bill
for a service or a month of care without actually following
the recommendations of a CPG/SCAMP or without docu-
menting the reasons for a deviation, it is similarly possi-
ble today for a practice to bill for a service without actual-
ly having delivered it. The first protection against this
happening should be the patient. If patients are told that
it is a good thing for primary care practices to use CPGs/
SCAMPs and a SAINT, many will want to ensure their pri-
mary care physician and practice staff are doing so, and
they will be less likely to continue receiving care from a
practice that they feel is not using the best medical evi-
dence to guide their care. If primary care practices pro-
vide patients with information from CPGs/SCAMPs ex-
plaining why the physician has prescribed particular
treatments and the types of outcomes expected, this
could encourage a higher percentage of patients to ad-
here to the treatment plan. Moreover, if a patient feels
less compelled to look for “evidence” themselves, that
could reduce the time spent by the physician and other
practice staff trying to correct misinformation the patient
has received from unreliable sources.

Research shows that physicians will only deviate from
evidence-based guidelines in a small percentage of cas-
€s.40 Almost all deviations occur where the guidelines
are inappropriate4! or where patients refuse to accept
the recommended treatment.42

If a health plan has reason to be concerned that a partic-

ular primary care practice is delivering or ordering ser-

vices without utilizing a CPG/SCAMP or that it is deviating

from the CPG/SCAMP excessively without good reasons,
it could request documenta-

Evidence shows that physicians will only tion from that practice and
deviate from evidence-based guidelines in a €CcouP any payments that

were made inappropriately.
This is the same as what is

documented in the clinical rec-  deviations occur where the guidelines are  gone today in fee-for-service
ord. inappropriate or where patients refuse to payment systems if there is

accept the recommended treatment.

concern that a practice has
been billing for a service that
was not delivered.43

\ CHQPR

Center for Healthcare Quality and Payment Reform (www.CHQPR.org) 17



For example, if it wished to do so, an employer or health
insurance plan could continue to monitor quality metrics
such as HbAlc scores for its employees or members.
However, rather than trying to award payment bonuses
or impose financial penalties on every primary care prac-
tice based on small differences or changes in the aver-
age scores on the metrics, the focus would be on identi-
fying whether there are any primary care practices where
performance is significantly below average, and then
following up with those practices to determine why the
performance is low and what can be done about it. It
may be that the primary care practice is failing to follow
evidence-based guidelines or to encourage patients to
adhere to care plans, but it may also be that its patients
are different in statistically significant ways or that the
patients face personal or community barriers in adhering
to care plans that the practice cannot overcome. In the
latter case, the employer or health insurance plan might
be able to provide additional assistance to these pa-
tients.

Similarly, the employer or health insurance plan could
monitor utilization of the types of services for which it is
concerned about potential overuse (e.g., services where
the health plan had been using a prior authorization pro-
gram). If a primary care practice is found to be using
one or more of those services at a rate that is significant-
ly above average compared to other practices, the outlier
practice could be asked to provide information explain-
ing why its utilization rate is so high. Here again, it may
be that the primary care practice is failing to follow evi-
dence-based guidelines in ordering services, or it may be
that its patients are different in statistically significant
ways or that alternative services are not available, acces-
sible, or affordable for the patients.

Ideally, any monitoring of quality and utilization metrics
would be done at a community level with all payers par-
ticipating, rather than having each health insurance plan
or other payer trying to do so separately. An individual
primary care practice, particularly a small one, will likely
have only a small number of patients associated with a
particular payer, so if a payer attempts to measure per-
formance for that practice based only on its own mem-
bers, the results will be statistically unreliable. Analyzing
data for all patients at each practice will not only pro-
duce more reliable measures, it can enable gaps in avail-
able services in the community to be identified and ad-
dressed.

In contrast to current quality measurement and prior
authorization systems that create enormous burdens for
the vast majority of primary care practices that are deliv-
ering care appropriately, this approach would focus qual-
ity assurance time and costs on any practices that are
not delivering appropriate and high-quality care.

D. Adequacy of Payments

The third essential characteristic of a Patient-Centered
Primary Care Payment system is that the amounts the
primary care practice is paid for its services must be
adequate to cover the cost of delivering appropriate ser-
vices in a high-quality way. No matter what method is
used to pay the practice, if the payment amounts are not
sufficient to cover the cost of delivering high-quality ser-
vices, the primary care practice will be forced to deliver
low-quality care or go out of business altogether. Any
attempt to require the delivery of high-quality care with-
out ensuring that payments are adequate can be ex-
pected to fail.

There is very little information available on what it actu-
ally costs to deliver high-quality primary care. Infor-
mation is available on how much is currently being paid
for individual primary care services and how much is
being spent in aggregate by Medicare and some other
payers. However, information on payments and spend-
ing is not helpful, since there is widespread agreement
that current payments are not adequate to cover the
costs of operating primary care practices. Information
on the current costs of primary care practices is not suf-
ficient, either, since it is also generally agreed that truly
high-quality primary care cannot be delivered with the
levels of staffing that are feasible using current pay-
ments.

Consequently, determining adequate payment amounts
for primary care practices requires estimating what it
would cost for a practice to deliver high-quality care.

1. The Cost of a Hypothetical
Primary Care Practice

Figure 2 shows a hypothetical primary care practice and
what it might cost to operate such a practice.

® The practice has a single primary care physician.
Many rural communities are too small to support
more than one physician, so it is desirable to design a
payment system that will support solo physician prac-
tices as well as larger practices. Moreover, it is rea-
sonable to assume that costs for practices with multi-
ple physicians will be roughly proportional to the num-
ber of physicians.44 Although there are some econo-
mies of scale for practices with two or more physi-
cians, the savings are limited, and there is also evi-
dence of diseconomies of scale with large practices
as well as the potential for higher prices and greater
challenges in delivering quality care.45

® The physician employs three people: a full-time medi-
cal assistant, a full-time receptionist/office manager,
and someone to do billing on a part-time basis. This
represents 2.5 FTE staff, which is at the low end of
what analyses of primary care practice costs have
reported as the average number of staff per FTE phy-
sician.46

® The physician is paid $250,000 per year, which is just
above the average reported salary of $243,000 for
primary care physicians in 2019.47 Other staff are
assumed to be paid salaries comparable to national
averages for those positions.48 In addition to salaries,
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FIGURE 2
Annual Expenses for a

Hypothetical Primary Care Practice

FIGURE 3
Revenues & Expenses for the

Hypothetical Primary Care Practice

Physician Time

Physician $250,000
Medical Assistant $38,000
Receptionist $36,000
Billing $18,000
Benefits $48,400
Personnel $390,400
Rent/Utilities $40,000
EHR & IT $6,000
Liability Insurance $6,000
Supplies/Other $10,000
Non-Staff Overhead $62,000
Total Expenses $452,400

the physician and staff are assumed to receive health
coverage and other basic benefits.4°

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

Using these assumptions, the total annual cost of oper-
ating the hypothetical primary practice will be about
$450,000, slightly less than twice the salary paid to the
physician. This is a conservative amount, since analyses
typically find that costs other than physician salaries rep-
resent 50-60% of practice expenses.50

2. Revenues for the Primary Care Practice
Under the Current Payment System

The amount of revenue this hypothetical practice could
receive under current fee-for-service payment systems
depends heavily on how many patients the practice has,
how many and what kinds of services the practice deliv-
ers to those patients, what kinds of insurance the pa-
tients have, and how much each insurer pays for each
service. For simplicity, it will be assumed that the prima-
ry care physician does not perform any procedures, that
no new patients use the practice during the year (so vis-
its are only made by “established patients”)51, and that
no patients are seen in hospitals or other settings.52
Moreover, it will be assumed that the primary care prac-
tice is paid Medicare rates for services to all patients.

While primary care physicians spend the majority of their
day seeing patients, a significant proportion of the day is
spent on follow-up tasks related to previous visits, such

as reviewing the results of lab tests and imaging studies,

Weeks Worked Per Year | 50
Hours Worked Per Day 9.5
Administrative Time -0.5
Hours for Patient Care 9.0
Hours for Previous Visit Follow-up -1.8
Hours for Patient Visits 7.2
Visit Revenue

Visits Per Hour 2
Unfilled Slots Per Day 1
Total Visits Per Day 13
Total Visits Per Year 3,250
Payment Per Office Visit $87
Total Revenue $284,253
Total Expenses ‘ $452,400
Profit/Loss | ($168,147)

communicating those results to the patient, communi-
cating with other physicians about referrals, renewing
and modifying prescriptions, etc.53 Studies indicate that
about 75-85% of the patient care time during the day is
spent on (new) visits and the remainder is spent on the
follow-up activities from previous visits.54 It is important
to distinguish how much time is available for visits and
how much time must be spent on the follow-up tasks
because there is no direct compensation for the follow-
up time; in standard fee-for-service payment systems,
the payment for a visit is assumed to cover both the
time the physician spends during the visit as well as the
time spent on follow-up activities.

Because of this, if the physician spends 9 hours per day
on patient care activities55, only about 7 of those hours
(80%) will be available for new visits with patients. If
the physician sees an average of two patients per hour,
the physician would be able to see an average of 14
patients per day. In order to schedule same-day/next-
day visits with patients who need them, the physician
would need to have open slots on the schedule each
day, so it will be assumed that there would only be 13
visits on most days.56

If an average of two patients per hour are being seen,
the average visit would last 30 minutes or less; these
would typically be classified as either “Level 3” or “Level
4" office visits.57 Assuming a mix of the two types of
visits, the average Medicare payment per visit would
likely be about $87.58

Figure 3 shows that with these assumptions, the physi-
cian practice would receive far less revenue than neces-
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sary to cover its costs. If the physician worked 50 weeks
per year, seeing an average of 13 patients per day would
generate a total of 3,250 visits over the course of the
year, and with an average payment of $87, the total rev-
enue would be only $284,000, compared to the total
practice expenses of $450,000.

3. Why Patient Visits Are Short and
Primary Care Physicians Burn Out

There are five possible ways to eliminate this shortfall:
® The practice could ask to be paid more for each visit;

® The practice could look for ways to cuts its costs. The
biggest costs are personnel costs and office space,
but:

+ without a full-time receptionist, the practice would
likely be unable to schedule as many visits;

+ without a medical assistant to help with patient
care and follow-up, the physician would have to
spend more time in visits and be unable to see as
many patients;

+ without billing services, the practice would likely not
be paid properly for many of its visits;

+ lower-cost office space, if available, might not be in
a location as convenient or safe for patients, which
could result in fewer patients and fewer visits.

® The physician could work longer hours so that more
time during the day can be spent seeing patients.

® The physician could see patients for shorter amounts
of time, thereby allowing more visits during the day.

® The physician could accept a much lower salary.

For most primary care practices, the only realistic solu-
tion has been for the primary care physician to work
longer hours and to see more patients in shorter visits.

Figure 4 shows that if the physician spends 10 hours per
day on patient care activities and sees 3 patients per
hour instead of 2, revenue would increase sufficiently to
cover the cost of the practice without any reduction in
the physician’s salary.5® The physician would still be
making a salary lower than most specialists and would
be working even longer hours for it.

Seeing three patients per hour does not mean the physi-
cian would be spending 20 minutes with each patient.
In addition to time spent examining and talking with the
patient, the physician needs to document the visit in the
medical record, order tests and medications, etc., so the
average time spent with the patient would likely be less
than 15 minutes.©0

FIGURE 4
More Patient Visits and Shorter Visit Times

at the Hypothetical Primary Care Practice

Physician Time

Weeks Worked Per Year | 50
Hours Worked Per Day 10.5
Administrative Time -0.5
Hours for Patient Care 10.0
Hours for Previous Visit Follow-up -2.0
Hours for Patient Visits 8.0
Visit Revenue

Visits Per Hour 3
Unfilled Slots Per Day 1
Total Visits Per Day 23
Total Visits Per Year 5,750
Payment Per Office Visit $80
Total Revenue $457,574
Total Expenses ‘ $452,400
Profit/Loss | $5,174

4. Why the Quality of Primary Care is Poor

A primary care practice with this many visits per year will
likely need to provide care for about 2,500 total patients,
assuming the patients are “average” overall in terms of
ages and health status.6! In fact, 2,500 patients is the
number that has frequently been used to describe the
“standard” size of a primary care practice.®2

It is unlikely that this practice could provide good quality
care to this many patients. Good quality care means
that in addition to addressing acute care needs, the
practice would be delivering all appropriate preventive
care to the patients and also appropriate care for any
chronic conditions they have. It takes time to provide
good quality care, and if physicians don’t have the time,
patients won’t receive the care they need.3

Two studies estimated how much time a primary care
physician would need to spend in order to deliver quality
preventive care services and chronic condition manage-
ment to an average group of patients in addition to acute
care services:

® Preventive care was estimated to require an average
of 0.71 hours per year per patient if the patients had
an age/sex distribution similar to the U.S. popula-
tion.64

® Care for chronic conditions was estimated to require
an average of 0.99 hours per year per patient, assum-
ing typical rates of chronic disease prevalence.5
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FIGURE 5

Estimated Time Needed to Provide High-Quality Primary Care

Patients % of Visits Average Hours Average Hours
Per Total Per Hours Per Patient | % Delegated Per Physician
Physician | Patients | Patient |Per Patient| Per Year to RN/MA Per Day
2,500
Preventive Care 100% 0.71 60% 2.8
Acute Care 100% 1.25 0.50 0.63 0% 6.3
Chronic Care 40% 2.48 0.99 40% 6.0
Total 15.0
FIGURE 6
Appropriate Patient Panel Size for a Primary Care Physician
Patients % of Visits Average Hours Average Hours
Per Total Per Hours Per Patient | % Delegated | Per Physician
Physician | Patients | Patient |Per Patient| Per Year to RN/MA Per Day
1,250
Preventive Care 100% 0.79 60% 1.6
Acute Care 100% 1.25 0.58 0.73 0% 3.6
Chronic Care 40% 2.65 1.06 40% 3.2
Open Slots 0.5
Total 8.9

Another study found that approximately half of visits to a
primary care practice are for acute issues, and that the
average length of the visits was only 17 minutes.66 If
one assumes that on average, patients visit the primary
care practice 1.25 times per year for new acute issues
(and other visits are for preventive care or issues related
to chronic conditions), and that good care for new acute
issues would require an average of at least 30 minutes
(0.50 hours), acute care visits would require an average
of 0.63 hours per year per patient.

For 2,500 patients, all three of these activities - preven-
tive care, chronic condition care, and acute care - would
add up to over 5,800 hours per year, or an average of 23
hours per day for the single physician who is supposed
to be providing this care.

Some of the preventive care and chronic condition man-
agement activities could be safely and appropriately del-
egated to a nurse and some could be delegated to a
medical assistant, which would reduce the total time
required by the physician to deliver quality care. One
study estimated that 50-77% of the time needed for pre-
ventive care could be delegated and 25-47% of the time
needed for chronic condition management could be del-
egated.6” This would require the primary care physician
to employ a nurse as well as a medical assistant, which
would increase the cost of operating the practice. How-
ever, as shown in Figure 5, even if a nurse was available
and appropriate tasks were delegated, the physician
would still need to spend an average of 15 hours per day
on the activities he or she needed to perform themself.

Moreover, these time estimates do not include the time
needed to consult and apply clinical practice guidelines/
SCAMPs for each patient and to utilize a SAINT for pa-
tient feedback. If one assumes that the physician would

spend: (1) at least five minutes each year consulting
preventive care guidelines for each patient, (2) at least
ten minutes each year consulting chronic condition man-
agement guidelines for each patient with a chronic con-
dition, and (3) at least five minutes consulting appropri-
ate guidelines during each acute visit, that would require
nearly two additional hours of the physician’s time every
day. The practice would also need to incur additional
costs so its electronic health record system integrated
the information from the guidelines and stored both doc-
umentation for deviations and information supplied by
the patient.

The only way to achieve a reasonable workload for the
physician would be for the primary practice to have a
smaller number of patients in total. As shown in Figure
6, if the primary care practice spends more time per pa-
tient to ensure appropriate use of guidelines and em-
ploys a nurse so the physician could delegate a signifi-
cant portion of the tasks, a physician spending 9 hours
per day on patient care could provide quality care to
about 1,250 patients in total (assuming an average dis-
tribution of ages, gender, and chronic conditions), i.e.,
half as many as the number the practice is currently as-
sumed to be caring for.

However, this cannot be done under standard fee-for-
service payments. Figure 7 shows what would happen if
the primary care practice employed a half-time nurse,
spent more on its EHR, and reduced the size of its pa-
tient panel to 1,250 - the combination of higher costs
and lower revenues would result in a loss so large that
the physician would be unable to receive any salary at
all.
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FIGURE 7
Revenues & Expenses for the
Hypothetical Primary Care Practice
with Fewer Patients and a Part-Time Nurse

FIGURE 8
Revenues & Expenses for the
Hypothetical Primary Care Practice

with Patient-Centered Primary Care Payment

Patient Characteristics

Total Patients 1,250
% with Chronic Condition 40%
Acute Visits Per Year Per Patient 1.25

Patient Revenues

Total Patients 1,250
Average Visits Per Patient 2.3
Total Visits Per Year 2,875
Payment Per Office Visit $87
Total Revenue $250,125

Patient-Centered Primary Care Payments

Practice Expenses

Wellness Care Per Month $7.40
Acute Care Visit Fee $141
Chronic Condition Mgt Per Month $30.60

Practice Revenue/Expense

Physician $250,000
Nurse (0.5 FTE) $40,000
Medical Assistant $38,000
Receptionist $36,000
Billing $18,000
Benefits $56,400
Rent/Utilities $45,000
EHR & IT $10,000
Liability Insurance $9,000
Supplies/Other $12,000
Total Expenses $514,400
Profit/Loss | ($264,275)

5. Estimated Amounts of Payments Needed to
Support Quality Primary Care

The amount currently paid per visit would have to be
doubled in order to enable the practice in Figure 7 to
receive sufficient revenues to cover its costs. However,
increasing visit fees would not solve the other problems
with fee-for-service payment described earlier, and in
some ways, it would exacerbate them. The primary care
practice would still only be paid for office visits with the
physician, so if the practice helped patients with chronic
conditions to manage their conditions successfully and
helped other patients to stay healthy, the patients would
likely make fewer visits to the practice, reducing its reve-
nue. The larger the amount paid per visit, the bigger the
financial penalty if fewer visits are needed.

The key to good primary care is enabling the physician
and other practice staff to spend an adequate amount of
time providing preventive and wellness care, chronic
condition management, and acute care. Section IV-B
defined the patient-centered method of paying the pri-
mary care practice that does not tie payments for well-
ness care and chronic condition management to office
visits. The time estimates shown in Figure 6 can be
used to determine amounts the hypothetical primary
care practice would need to receive for each of these
payments in order to cover its costs:

Wellness Care Revenue $111,000
Acute Care Revenue $220,313
Chronic Care Revenue $183,600
Total Revenue $514,913
Practice Expenses $514,400
Profit/Loss $513
Physician Time Per Day

Preventive Care 1.6

Acute Care 3.6

Chronic Condition Care 3.2

Open Slots 0.5

Total 8.9

® a $7.40 Monthly Wellness Care Management Pay-
ment for each of the 1,250 patients would provide
enough revenue to pay for the time needed by the
physician, nurse, and medical assistant to provide
appropriate preventive care to the patients as well as
pay for a proportional share of the practice overhead.

e a $30.60 Monthly Chronic Condition Management
Payment for each of the 500 patients who have
chronic conditions (i.e., 40% of the 1,250 total pa-
tients) would provide enough revenue to pay for the
time needed by the physician and nurse to provide
proactive chronic care management for those pa-
tients as well as pay for a proportional share of the
practice overhead.

e a $141 Acute Visit Fee, paid each time a patient has
a new, non-emergency acute problem, would provide
enough revenue to pay for the time needed by the
physician to diagnose and treat those patients, as
well as pay for a proportional share of the practice
overhead. (If the physician required significantly
more than 30 minutes to address a specific need, the
practice could be paid two of these Acute Care Visit
Fees, for a total of $282.)

As shown in Figure 8, if the practice has 1,250 patients,
if all of the patients in the practice are enrolled for well-
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ness care, if 40% of the patients have a chronic condi-
tion and enroll to receive help from the practice in man-
aging that condition, and if the patients in the practice
make an average of 1.25 visits per year for acute condi-
tions, the practice will receive enough revenue to cover
its costs, and the primary care physician will be able to
work a reasonable number of hours each day.

If the primary care physician is performing procedures on
the patients, the practice will receive additional revenues
from the payments for those procedures. However, the
time spent performing procedures means the physician
will have less time available to see patients for acute
problems and chronic conditions, so the practice will not
be able to have as many patients overall. Whether the
practice receives more or less revenue overall will de-
pend on the adequacy of the payments for the proce-
dures it performs.

6. Adequacy of Payments for Practices With
Different Types of Patients

Since a large portion of the revenue would be specifically
tied to patients with chronic conditions and acute prob-
lems, it might seem that a primary care practice would
lose money if a higher proportion of its patients were
healthy and did not have chronic diseases or multiple
acute problems.

However, if a smaller proportion of patients had chronic
conditions, the physician would be able to manage more
than 1,250 patients in total. Figure 9 shows that if only
10% of the patients had a chronic condition, the physi-
cian could manage 1,725 patients while still working a
reasonable number of hours every day; the higher reve-
nues for wellness care and acute care from the larger
number of patients would be sufficient to offset the
smaller number of chronic condition management pay-
ments, so the practice would still be able to cover its
costs. Conversely, if 70% of the patients had a chronic
condition, the physician would only be able to manage
about 990 patients, but the higher revenues for chronic
condition management would offset the lower revenues
for wellness care and acute care.

FIGURE 9
Primary Care Practice Revenues & Expenses and Physician Workload
Under Patient-Centered Primary Care Payment
With Different Types of Patients
Fewer More More
Chronic Chronic Acute
Patient Characteristics Conditions Conditions Problems
Total Patients 1,250 1,725 990 880
% with Chronic Condition 40% 10% 70% 40%
Acute Visits Per Year Per Patient 1.25 1.25 1.25 2.50
Patient-Centered Primary Care Payment
Wellness Care Per Month $7.40 $7.40 $7.40 $7.40
Acute Care Visit Fee $141 $141 $141 $141
Chronic Condition Mgt Per Month $30.60 $30.60 $30.60 $30.60
Practice Revenue/Expense
Wellness Care Revenue $111,000 $153,180 $87,912 $78,144
Acute Care Revenue $220,313 $304,031 $174,488 $310,200
Chronic Care Revenue $183,600 $63,342 $254,470 $129,254
Total Revenue $514,913 $520,553 $516,869 $517,598
Practice Expenses $514,400 $514,400 $514,400 $514,400
Profit/Loss $513 $6,153 $2,469 $3,198
Physician Time Per Day
Preventive Care 1.6 2.2 1.3 1.1
Acute Care 3.6 5.0 2.9 5.1
Chronic Condition Care 3.2 1.1 4.4 2.2
Open Slots 0.5 0.5 0.5 0.5
Total 8.9 8.8 9.0 9.0
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Similarly, if the primary care practice happens to have a
group of patients that experience acute problems fre-
quently, then in order to address those acute problems
in a timely fashion, the practice will need to have fewer
patients in total. Because the practice is paid for each
acute visit, the revenue from the larger number of visits
will offset the loss of monthly revenue caused by having
fewer patients. Figure 9 also shows an example in which
the patients visit the practice twice as often (2.5 times
per year on average); the practice could only manage
about 880 patients, but the revenues would still be suffi-
cient to cover the practice’s costs.

This demonstrates that with separate payments for well-
ness care, acute care, and chronic condition manage-
ment, the primary care practice’s revenues will be auto-
matically risk-adjusted without having to change the fees
for any of the individual components based on the pa-
tients’ characteristics. If a higher or lower percentage of
a practice’s patients have a chronic condition, the reve-
nue to the practice will increase or decrease in a way
that approximately matches the changes in the average
cost per patient.

As shown in Figure 10, the primary care practice will
need to adjust the number of patients it enrolls for care
based on the needs of those patients. If a large percent-
age of the patients who want to enroll in the practice
have chronic diseases, complex conditions, or frequent
acute problems, the practice will have to enroll fewer
patients in total (per physician) to reflect the larger
amount of time per patient that the physician and other

practice staff will need to devote to their care. However,
the smaller number of patients will not reduce the prima-
ry care practice’s revenue because the practice will re-
ceive bigger payments for the higher-need patients.
Conversely, if the patients who enroll in the practice are
relatively healthy, the practice can enroll more patients,
and it will need to do so to generate adequate revenue
to cover its costs.

This also means that the payments from a health plan
for its members or from an employer for its employees
will automatically be adjusted for differences in the num-
ber and types of primary care services those members or
employees need to receive. Figure 11 shows two differ-
ent groups of 100 patients. In the first group, 20% of
the individuals have a chronic condition and they have
acute problems once or twice a year on average. In the
second group, it is assumed that the majority of patients
have a chronic condition and also that they have acute
problems an average of 4 times per year.68 The average
monthly amount paid for primary care services to the
second group would be more than twice as high as the
average monthly payments for the first group, even
though the payments for each individual type of service
would be exactly the same for every patient, because of
the differences assumed in the characteristics of the
patients. The health plan for the second group of pa-
tients would be spending more because the patients
need more services, but it would be paying the same
amount for each of those services as every other health
plan.
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Differences in Number of Enrolled Patients Based on Differences in Patient Needs
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FIGURE 11
Spending on Primary Care for Different Purchasers

Purchaser A | Purchaser B
# of Members/Employees 100 100
% with Chronic Condition 20% 60%
Acute Visits Per Year Per Patient 1.25 4.00
Wellness Care Per Month $7.40 $7.40
Acute Care Visit Fee $141 $141
Chronic Condition Mgt Per Month $30.60 $30.60
Spending on Primary Care
Wellness Care Payments $8,880 $8,880
Acute Care Payments $17,625 $56,400
Chronic Care Payments $7,344 $22,032
Total Payments $33,849 $87,312
Average Per Member Per Month $28.21 $72.76

7. Estimated Payment Amount for
Integrated Behavioral Health Services

In order to deliver basic integrated behavioral health
services in addition to the wellness care, chronic condi-
tion management, and acute care services described
above, a primary care practice will need to employ or
contract with at least one individual who has behavioral
health expertise. As discussed in Section IV-B, one op-
tion for this is hiring a nurse care manager who receives
consulting support from a psychiatrist, and another is a
psychologist or a clinical social worker.

For a solo physician practice or even a practice with a
small number of physicians, there will likely not be a suf-
ficient number of patients to justify hiring a full-time be-
havioral health specialist; on the other hand, hiring
someone on a part-time basis (assuming someone was
available to work on this basis) would not enable provid-
ing immediate assistance to patients in conjunction with
visits made to the practice. However, since the solo phy-
sician practice may also not have enough patients to
justify hiring a full-time nurse just for chronic condition
management and preventive care support, a solution
would be for the small practice to hire a full-time nurse
care manager with training in behavioral health manage-
ment who can play both roles, while larger practices can
have separate, more specialized staff if they choose.

As discussed in Section IV-B, the cost of the core behav-
ioral health services staff should be supported through
an additional monthly payment for each patient enrolled
in the practice for wellness care, rather than fees based
on counseling sessions. To be adequate, the amount of
the monthly payment must be large enough such that
the total revenue the practice receives from the pay-
ments is greater than the cost incurred in employing or
contracting for the core behavioral health services staff.

Figure 12 shows a hypothetical primary care practice
with one physician that hires a full-time nurse who

serves approximately half of the time as a care manager
for behavioral health issues (with consulting support
from a psychiatrist), and the rest of the time providing
care management for patients with chronic conditions
and support for general wellness and preventive care for
all patients. A monthly payment of $4.25 for each pa-
tient enrolled in the practice would be sufficient to cover
the additional costs of this service beyond the costs and
revenues for the other services described earlier. Over-
all, the practice would be receiving about $11.65 per
month ($7.40 + $4.25) for each patient who is enrolled
for wellness care.

8. Higher Payments Needed for
Larger Staff Teams

It may be necessary for some primary care practices to
have a larger staff team than what is shown in Figure
12.

® A primary care practice may not be able to hire a
nurse who is willing or able to provide both chronic
care management and behavioral health services, so
two nurses would be needed;

® A higher proportion of patients in the practice may
have behavioral health care needs, so a full-time be-
havioral health care manager would be needed.

It may also be viewed as desirable to have more staff
available to deliver additional services; for example:

® For patients with multiple health problems, the physi-
cian would benefit from the services of a pharmacist
in selecting appropriate medications and coordinating
the use of multiple medications.

Additional staff will increase the cost of operating the
primary care practice, and higher amounts of payment
will be needed to support that. Figure 13 shows a hypo-
thetical primary care practice with a full-time nurse and
a full-time behavioral health care manager, rather than a
single individual playing both roles, and with a part-time
pharmacist assisting with medication management. The
cost of operating this practice would be 28% higher than
the practice in Figure 12. Consequently, it would need
to receive 28% more revenue than it would receive from
the Patient-Centered Primary Care Payment amounts
shown in Figure 12.

Since the higher costs would be primarily associated
with the practice’s behavioral health and chronic condi-
tion management services, it would be appropriate to
increase those payment amounts by more than 28%,
rather than simply increasing all of the payments propor-
tionally. This would ensure that the revenues from the
payments remain proportionate to costs for practices
with different mixes of patients and correspondingly dif-
ferent numbers and types of staff. Moreover, it would
be desirable to minimize any increase in the Acute Care
Visit Fee in order to avoid discouraging patients from
seeking help from the primary care practice when they
have an acute problem.

Figure 13 shows estimated payment amounts that
would provide adequate revenues to support the larger
primary care team in a way that would achieve these
goals.
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FIGURE 12 FIGURE 13
Revenues & Expenses for the Revenues & Expenses for the
Hypothetical Primary Care Practice Hypothetical Primary Care Practice
with Integrated Behavioral Healthcare Services with Additional Staff
Patient Characteristics Patient Characteristics
Total Patients 1,250 Total Patients 1,250
% with Chronic Condition 40% % with Chronic Condition 40%
Acute Visits Per Year Per Patient 1.25 Acute Visits Per Year Per Patient 1.25
Patient-Centered Primary Care Payments Patient-Centered Primary Care Payments
Wellness Care Per Month $7.40 Wellness Care Per Month $9.30
Behavioral Healthcare Per Month $4.25 Behavioral Healthcare Per Month $8.00
Acute Care Visit Fee $141 Acute Care Visit Fee $146
Chronic Condition Mgt Per Month $30.60 Chronic Condition Mgt Per Month $43.10
Practice Revenue Practice Revenue
Wellness Care Revenue $111,000 Wellness Care Revenue $139,500
Behavioral Healthcare Revenue $63,750 Behavioral Healthcare Revenue $120,000
Acute Care Revenue $220,313 Acute Care Revenue $228,125
Chronic Care Revenue $183,600 Chronic Care Revenue $258,600
Total Revenue $578,663 Total Revenue $746,225
Practice Expenses Practice Expenses
Physician $250,000 Physician $250,000
Nurse/BH Care Manager $80,000 Nurse $80,000
Medical Assistant $38,000 Behavioral Healthcare Manager $80,000
Receptionist $36,000 Pharmacist (0.25 FTE) $40,000
Billing $18,000 Medical Assistant $38,000
Benefits $64,400 Receptionist $36,000
Rent/Utilities $50,000 Billing $18,000
EHR & IT $10,000 Benefits $88,400
Liability Insurance $12,000 Rent/Utilities $60,000
Psychiatrist Consultations $6,250 EHR & IT $12,000
Supplies/Other $13,000 Liability Insurance $15,000
Total Expenses $577,650 Psychiatrist Consultations $6,250
Supplies/Other $15,000
Profit/Loss $1,013 Total Expenses $738,650
Profit/Loss $7,575
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9. Adequacy of Estimated Payments For
Alternative Staffing Arrangements

The payment amounts calculated above are based on a
set of assumptions about the number and mix of staff in
the primary care practice and the number and types of
patients for whom the practice could deliver high-quality
care using those resources. However, the payments do
not require that the primary care practice be staffed in
that specific way if it delivers care to patients with those
characteristics. If the primary care practice is receiving
Patient-Centered Primary Care Payment, it would have
the flexibility to use different types and numbers of staff
depending on the needs of the specific set of patients it
was caring for. It would also have the responsibility of
ensuring that it did not accept more patients, or more
high-need patients, than it could deliver high-quality care
to with the number and type of staff that it has.

Figure 14 shows three different hypothetical primary
care practices that were described in a 2007 article on
primary care payment reform by Goroll, Berenson,
Schoenbaum, and Gardner.6® Each of the hypothetical
practices has two primary care providers — a physician
and either a full time or half-time nurse practitioner. Two
of the practices have part-time nutritionists and social
workers in addition to a nurse and medical assistant.
The staff compensation amounts and other costs shown
in Figure 14 are identical to the estimates used in the
article.

Although the article proposes a patient panel size for
each practice, it only describes the characteristics of the
patients as “low-medium risk” or “medium risk.” In order
to estimate the revenue each of these practices would
receive under Patient-Centered Primary Care Payment,
Figure 14 makes assumptions about the proportion of
the patients who have a chronic condition and the num-
ber of acute visits the patients would make during the
year. The assumptions are chosen such that each provid-
er would be estimated to spend about 8.5 to 9.0 hours
per day delivering patient care. Moreover, because the
third practice does not have any staff specifically identi-
fied that could provide behavioral health support, it is
assumed that it would not qualify for the monthly pay-
ments for Behavioral Health Services.

Using these assumptions, Figure 14 shows that with the
Patient-Centered Primary Care Payment amounts esti-
mated earlier, each of the three hypothetical practices
would receive more than enough revenue to cover the
estimated cost of operating each practice with its as-
sumed staffing arrangement. If the patients have differ-
ent characteristics than what is assumed (e.g., a higher
or lower proportion of patients with chronic conditions),
then the revenue under Patient-Centered Primary Care
Payment would be different, but the practice would also
need to adjust the size of the patient panel accordingly.
For example, as shown in Figure 15, if only 40% of the
patients in the first hypothetical practice had a chronic
condition instead of 45% and if the patients overall had
fewer acute visits per year on average, then the physi-
cian and nurse practitioner should have enough time
available to manage 2,250 patients in total (an average
of 1,125 patients each for the physician and nurse prac-
titioner) instead of only 2,000 patients, and the practice

would still receive enough revenue through Patient-
Centered Primary Care Payment to cover its costs.

The assumptions used in Figure 12 to estimate the ap-
propriate amounts under Patient-Centered Primary Care
Payment are also based on a staffing configuration and
costs that would be feasible for a small primary care
practice with a single physician. Larger practices with
multiple physicians, or a combination of physicians and
nurse practitioners or physician assistants, could poten-
tially hire other types of staff, such as pharmacists and
community health workers. Patient-Centered Primary
Care Payment would provide the flexibility for a practice
to hire different kinds of staff if it wished to do so, since
the payments are not tied to any particular staffing ar-
rangement. However, a practice would only receive
enough revenues to do so under Patient-Centered Prima-
ry Care Payment if the practice has enough patients with
the appropriate needs to make it cost-effective to hire
more and different staff.

For example, Figure 16 shows four different staffing con-
figurations and costs for primary care practices that
were proposed in a 2018 article by Meyers and col-
leagues.’0 Although the article described some of the
characteristics of the patients assumed to be in each
practice, there was not enough information to calculate
the amount of revenues that the practices would receive
under Patient-Centered Primary Care Payment, so Figure
16 makes some additional assumptions about the aver-
age number of acute visits per year the patients in each
practice would make and about the number of chronic
conditions the patients have in the third and fourth prac-
tices.

Figure 16 shows that the second and third practices
would roughly break even if they received the Patient-
Centered Primary Care Payment amounts estimated ear-
lier, but the first and fourth practices would not. This
does not mean that the Patient-Centered Primary Care
Payment amounts are too low, but rather that the first
and fourth practices likely have more staff and higher
costs than necessary to deliver high-quality care to the
number and types of patients they are assumed to have.
In the hypothetical single-physician practice in Figure 12
that was used to estimate adequate amounts for Patient
-Centered Primary Care Payment, the practice had 3.5
staff in addition to the physician, and total practice ex-
penses of $578,000. In contrast, for the practices
shown in Figure 16, there are between 3.4 and 4.3 staff
per provider and the average expense per provider is
about $650,000. The higher cost per primary care pro-
vider is the primary reason the first practice in Figure 16
would experience a loss under the estimated Patient-
Centered Primary Care Payment amounts. The other
reason is that fewer patients in the first practice have
chronic diseases and the primary care physicians and
nurse practitioners also have fewer patients on average
than were assumed in Figure 12.

Figure 17 shows that if the first practice in Figure 16 had
additional patients and fewer staff and costs, such that
the provider workload and the staff and costs per provid-
er were more in line with the assumptions in Figure 12, it
would also be able to cover its costs using the Patient-
Centered Primary Care Payment amounts. Conversely, if

(Continued on page 32)
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Goroll AH, Berenson RA , Schoenbaum SC, Gardner LB.
“Fundamental Reform of Payment for Adult Primary Care: Comprehensive Payment for Comprehensive Care”

FIGURE 14

Practice expense estimates based on:

Journal of General Internal Medicine 22:410-415

Revenues & Expenses for Three Hypothetical Primary Care Practices

Practice A Practice B Practice C
Total Patients 2,000 1,250 1,500
% with Chronic Condition 45% 80% 50%
Acute Visits Per Year 1.50 2.75 1.75
Practice Revenue Payment Revenue Revenue Revenue
Wellness Care $7.40 $177,600 $111,000 $133,200
BH Care Revenue $4.25 $102,000 $63,750 $0
Acute Care Revenue $141 $423,000 $484,688 $370,125
Chronic Care Revenue $30.60 $330,480 $367,200 $275,400
Total Revenue $1,033,080 $1,026,638 $778,725
Practice Expenses Unit Cost FTE Expenses Expenses Unit Cost | FTE Expenses
Physician $250,000, 1.0 $250,000 $250,000 $200,000, 1.0 $200,000
Nurse Practitioner $100,000, 1.0 $100,000 $100,000 $100,000, 0.5 $50,000
RN $90,000[ 1.0 $90,000 $90,000 $90,000] 0.5 $45,000
Nutritionist $70,000] 0.5 $35,000 $35,000 $70,000, 0.0 $0
Social Worker $70,000] 0.5 $35,000 $35,000 $70,000; 0.0 $0
Medical Assistant $50,000[ 1.0 $50,000 $50,000 $50,000] 1.0 $50,000
Receptionist $60,000[ 1.0 $60,000 $60,000 $60,000, 1.0 $60,000
Benefits $90,000 $90,000 $80,000
Performance Bonus $50,000| 100% $50,000 $50,000 $35,000| 100% $35,000
Rent/Utilities $40,000 $40,000 $40,000
EHR & IT $100,000 $100,000 $90,000
Liability Insurance $50,000 $50,000 $50,000
Supplies/Other $50,000 $50,000 $50,000
Total Expenses $1,000,000 $1,000,000 $750,000
Profit/Loss Margin Margin Margin

$33,080 $26,638 $28,725

% Profit/Loss 3% 3% 4%
Cost Per Patient Per Year $500 | | $800 | $500
Provider Time Per Day Hours Hours Hours
Preventive Care 1.3 0.8 1.3
Acute Care 3.5 4.0 4.1
Chronic Condition Care 2.9 3.2 3.2
Open Slots 1.0 1.0 0.5
Total Hours Per Day 8.6 9.0 9.0
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With Different Numbers & Types of Patients

FIGURE 15
Revenues & Expenses for a Hypothetical Primary Care Practice

Practice expense estimates based on:

Goroll AH, Berenson RA , Schoenbaum SC, Gardner LB.
“Fundamental Reform of Payment for Adult Primary Care:

Comprehensive Payment for Comprehensive Care”
Journal of General Internal Medicine 22:410-415

Alternative
Practice A Patient Panel

Total Patients 2,000 2,250
% with Chronic Condition 45% 40%
Acute Visits Per Year 1.50 1.25
Practice Revenue Payment Revenue Revenue
Wellness Care $7.40 $177,600 $199,800
BH Care Revenue $4.25 $102,000 $114,750
Acute Care Revenue $141 $423,000 $396,563
Chronic Care Revenue $30.60 $330,480 $330,480
Total Revenue $1,033,080 $1,041,593
Practice Expenses Unit Cost FTE Expenses Expenses
Physician $250,000, 1.0 $250,000 $250,000
Nurse Practitioner $100,000, 1.0 $100,000 $100,000
RN $90,000; 1.0 $90,000 $90,000
Nutritionist $70,000] 0.5 $35,000 $35,000
Social Worker $70,000{ 0.5 $35,000 $35,000
Medical Assistant $50,000 1.0 $50,000 $50,000
Receptionist $60,000{ 1.0 $60,000 $60,000
Benefits $90,000 $90,000
Performance Bonus $50,000| 100% $50,000 $50,000
Rent/Utilities $40,000 $40,000
EHR & IT $100,000 $100,000
Liability Insurance $50,000 $50,000
Supplies/Other $50,000 $50,000
Total Expenses $1,000,000 $1,000,000
Profit/Loss Margin Margin

$33,080 $41,593
% Profit/Loss 3% 4%
Cost Per Patient Per Year $500 | | $444
Provider Time Per Day Hours Hours
Preventive Care 1.3 1.4
Acute Care 3.5 3.3
Chronic Condition Care 2.9 2.9
Open Slots 1.0 1.0
Total Hours Per Day 8.6 8.6
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FIGURE 16
Revenues & Expenses for Four Hypothetical Primary Care Practices
Practice expense estimates based on: Meyers D et al. “Workforce Configurations to Provide High-Quality Comprehensive Primary Care:
A Mixed-Method Exploration of Staffing for Four Types of Primary Care Practices.” Journal of General Internal Medicine 33(10):1774-1779
High Geriatric High Social
Index Model Model Need Model Rural Model
Total Patients 10,000 10,000 10,000 5,000
% with Chronic Condition 32% 65% 40% 45%
Acute Visits Per Year 1.25 2.75 2.75 1.50
Practice Revenues Payment Revenue Revenue Revenue Revenue
Preventive Care Revenue $7.40 $888,000 $888,000 $888,000 $444,000
BH Care Revenue $4.25 $510,000 $510,000 $510,000 $255,000
Acute Care Revenue $141 $1,762,500 $3,877,500 $3,877,500 $1,057,500
Chronic Care Revenue $30.60 $1,175,040 $2,386,800 $1,468,800 $826,200
Total Revenue $4,335,540 $7,662,300 $6,744,300 $2,582,700
Practice Expenses Unit Cost | FTE | Expenses FTE Expenses FTE| Expenses FTE | Expenses
Physician $253,512| 6.3| $1,597,126 8.3 $2,104,150 5.3| $1,343,614 2.2| $557,726
Nurse Practitioner $127,251| 2.0 $254,502 4.0 $509,004| | 5.0/ $636,255 2.0 $254,502
RN $80,568| 4.5 $362,556 7.0 $563,976 7.0 $563,976 1.8| $145,022
LPN $51,677| 0.5 $25,839 0.0 $0 0.0 $0 1.0 $51,677
Social Worker $83,048| 1.5 $124,572 3.0 $249,144 2.0 $166,096 1.8 $145,334
Therapist $64,129| 1.0 $64,129 $0 $0 $0
Psychologist $95,935| 0.0 $0 $0 1.0 $95,935 $0
Substance Use Counselor $64,129| 0.0 $0 $0| | 1.0 $64,129 $0
Pharmacist $159,262| 1.0 $159,262 1.0 $159,262 1.0 $159,262 0.5 $79,631
Pharmacy Assistant $49,358| 0.0 $0 1.0 $49,358 1.0 $49,358 $0
Medical Assistant $40,841/11.0 $449,251| [ 15.0 $612,615| [13.0 $530,933 8.0 $326,728
Community Health Worker $46,470| 1.0 $46,470 1.0 $46,470 2.0 $92,940 1.0 $46,470
Patient Navigator $49,177| 0.0 $0 1.0 $49,177 2.0 $98,354 $0
Receptionist $41,589| 8.0 $332,712| [ 11.0 $457,479| |10.0 $415,890 4.0] $166,356
General Operating Cost $1,767,000 $2,651,000 $2,209,000 $884,000
Business Operating Cost $188,000 $282,000 $235,000 $94,000
Total Expenses $5,371,418 $7,733,635 $6,660,742 $2,751,447
Profit/Loss ($1,035,878) ($71,335) $83,558 ($168,747)
% Profit/Loss -19% -1% 1% -6%
Cost Per Patient Per Year $537 $773 $666 $550
Number of Providers 8.3 12.3 10.3 4.2
Cost/Provider $647,159 $628,751 $646,674 $655,106
Provider Time Per Day Hours Hours Hours Hours
Preventive Care 1.5 1.0 1.2 1.5
Acute Care 35 5.2 6.2 4.2
Chronic Condition Care 2.4 3.4 2.5 3.4
Open Slots 0.5 0.5 0.5 0.5
Total 8.0 10.1 10.4 9.6
30 Patient-Centered Payment for Primary Care

\ CHQPR



FIGURE 17
Revenues & Expenses for a Hypothetical Primary Care Practice
with Different Patients, Staffing, and Revenues
Index Model More Patients Higher
(Figure 16) & Fewer Staff Payments
Total Patients 10,000 11,250 10,000
% with Chronic Condition 32% 32% 32%
Acute Visits Per Year 1.25 1.25 1.25
Practice Revenues Payment Revenue Revenue Payment| Revenue
Preventive Care Revenue $7.40 $888,000 $999,000 $9.30] $1,1116,000
BH Care Revenue $4.25 $510,000 $573,750 $8.00 $960,000
Acute Care Revenue $141 $1,762,500 $1,982,813 $146| $1,825,000
Chronic Care Revenue $30.60 $1,175,040 $1,321,920 $43.10 $960,000
Total Revenue $4,335,540 $4,877,483 $5,556,040
Practice Expenses Unit Cost FTE Expenses FTE Expenses FTE Expenses
Physician $253,512 6.3| $1,597,126 6.3 $1,597,126 6.3 $1,597,126
Nurse Practitioner $127,251 2.0 $254,502 2.0 $254,502 2.0 $254,502
RN $80,568 4.5 $362,556 4.5 $362,556 4.5 $362,556
LPN $51,677 0.5 $25,839 0.5 $25,839 0.5 $25,839
Social Worker $83,048 1.5 $124,572 1.5 $124,572 1.5 $124,572
Therapist $64,129 1.0 $64,129 1.0 $64,129 1.0 $64,129
Psychologist $95,935| 0.0 $0 0.0 $0 0.0 $0
Substance Use Counselor $64,129| 0.0 $0 0.0 $0 0.0 $0
Pharmacist $159,262 1.0 $159,262 0.0 $0 1.0 $159,262
Pharmacy Assistant $49,358 0.0 $0 0.0 $0 0.0 $0
Medical Assistant $40,841| 11.0] $449,251 8.0 $326,728 11.0 $449,251
Community Health Worker $46,470 1.0 $46,470 1.0 $46,470 1.0 $46,470
Patient Navigator $49,177 0.0 $0 0.0 $0 0.0 $0
Receptionist $41,589 8.0 $332,712 8.0 $332,712 8.0 $332,712
General Operating Cost $1,767,000 $1,501,950 $1,767,000
Business Operating Cost $188,000 $188,000 $188,000
Total Expenses $5,371,418 $4,824,583 $5,371,418
Profit/Loss ($1,035,878) $52,899 $184,622
% Profit/Loss -19% +1% +3%
Cost Per Patient Per Year $537 $429 $537
Number of Providers 8.3 8.3 8.3
Cost/Provider $647,159 $581,275 $647,159
Provider Time Per Day Hours Hours Hours
Preventive Care 1.5 1.7 1.5
Acute Care 3.5 4.0 3.5
Chronic Condition Care 2.4 2.8 2.4
Open Slots 0.5 0.5 0.5
Total 8.0 8.9 8.0
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(Continued from page 27)

the patients in the practice or those paying for their care
felt it was desirable for the practice to have additional
staff and lower provider workloads, they would need to
pay higher amounts for the practice’s services in order to
support that. As shown in the third column of Figure 17,
the higher payment amounts that were estimated in Fig-
ure 13 for supporting a larger primary care team would
be sufficient to cover the costs of this practice.

In contrast, although the staffing and cost ratios are
higher for the second and third practices in Figure 16,
this is likely justified given that more of the patients in
these practices are assumed to have chronic diseases
and social challenges that would benefit from additional
time and assistance from nurses, social workers, com-
munity health workers, etc. as well as adequate time
with a physician or other provider. As shown in Figure
16, the amounts estimated for Patient-Centered Primary
Care Payment in Figure 12 would provide both adequate
revenue and flexibility to do so.

10. Refining Payment Amounts Over Time

As shown above, calculating adequate payment amounts
requires making assumptions about (1) the average
amount of time physicians and other primary care pro-
viders will need to spend with patients based on the
characteristics of those patients, (2) the number and
types of staff needed to complement the work of the
physicians, (3) the amounts of compensation for each of
the staff, and (4) the cost of the equipment and space
they need to carry out their work. There are only limited
data available today with which to make these assump-
tions, and there is even less evidence about which types
of staffing and approaches to care delivery are neces-
sary for delivering high-quality primary care vs. merely
desirable.

However, it is impossible to obtain better data or evi-
dence today, because current payment systems do not
allow primary care practices to deliver the desired level
of care needed to obtain the data or evidence. Moreo-
ver, as will be discussed in Section V, most primary care
payment demonstration projects also do not provide ad-
equate funding or flexibility to generate the data and
evidence needed to accurately determine adequate pay-
ment amounts for Patient-Centered Primary Care Pay-
ment.

The only way to resolve this “chicken and egg” problem
is to begin using payment amounts based on best esti-
mates of time and costs (accepting the reality that those
amounts may not be exactly “right”), allow primary care
practices to use the payments to restructure and im-
prove primary care delivery, gather data on how much
time is actually needed to deliver high-quality care, and
then refine the amounts over time as those data become
available. This process will likely take several years to
complete. This is similar to what is done in the current
fee-for-service payment system. Each year, CMS adjusts
the Medicare payment amounts for various physician
services based on new information and evidence about
the cost of delivering the services to patients.

11. Stratifying Wellness Care and Chronic
Condition Management Payments

This evolutionary approach to setting appropriate pay-
ment amounts will be particularly important for deter-
mining how much higher the monthly chronic condition
management payments should be for patients who have
complex conditions or face barriers in obtaining care in
standard ways, and how much higher the wellness care
payments should be for patients discharged from the
hospital or recovering from an illness. There is relatively
little information available about the differences in the
amounts of time a primary care practice needs to spend
with different types of patients in order to provide the
services needed to achieve good outcomes’?, so in order
to set initial payment amounts for different types of pa-
tients, assumptions will need to be made about how
many patients would be eligible for a higher payment
and the differences in time and costs involved in caring
for those patients. Both the criteria for paying different
amounts and the actual amounts of the payments can
be refined based on additional data collected after the
initial payments allow primary care practices to begin
delivering higher-quality services to these patients.

As a starting point, if it is assumed that about 20% of the
patients with chronic conditions have complex condi-
tions that require significantly more time and attention,
and if it is assumed that each of those patients requires,
on average, twice as much time from the primary care
physician and other practice staff as the chronic condi-
tion patients who do not have a complex condition, the
standard payment for Chronic Condition Management
could be set at $24.60 per month and the payment for
the complex condition patients could be set at $54.60
per month, as shown in Figure 18.

If primary care practices receive these amounts for each
subgroup, a practice with an “average” group of patients
with chronic conditions would still be receiving about
$30.60 per month on average for those patients with
chronic conditions, but a practice with more complex
patients would be receiving higher average payments to
reflect the greater time they need to spend providing
care to those patients. Practices with a higher number
of complex patients would need to have fewer patients
in total in order to spend adequate time on those pa-
tients, and the higher payments would automatically
provide higher revenue to compensate for that.

The higher payment amount for a patient with a newly-
diagnosed or newly-treated chronic condition could ini-
tially be set at the same amount as for the complex con-
dition patients. Once additional data are available on
the differences in time and costs for these patients, both
the amount and the length of time during which the high-
er amount is paid could be revised.

A similar approach could be used to set the higher Well-
ness Care Payment for the month following a hospitaliza-
tion or serious iliness. If it is assumed that on average,
approximately twice as much time as usual would be
needed to provide proactive assistance to the patient
during this month, then the monthly payment could be
set at $14.80 rather than $7.40. Here again, once addi-
tional data are available on the additional amount of
time needed for these patients, the amount of payment
could be revised accordingly.
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FIGURE 18
Initial Estimates of Stratified Chronic Condition Management Payments
Monthly
Patients % Hours Per % Physician Staff Payment
Per Total Hours Per | Patient Per | Delegatable Hours Hours Per
Physician | Patients | Patient Year to RN/MA Per Day Per Day | Patient
1,250
Chronic Care 40% 2.65 1.06‘ 40%‘ 3.2 2.1| $30.60
Non-Complex 80% 2.17 0.69 42% 2.5 1.8/ $24.60
Complex 20% 4.33 0.35 30% 6.1 2.6] $54.60
Total 100% 2.65 1.06 40% 3.2 2.1] $30.60
Cost Per Hour | | $187] $62|

12. Payments for Procedures and Tests

Primary care physicians are trained to perform a variety
of procedures, such as removing skin lesions, suturing
minor wounds, and injecting medications into joints. For
many patients, it would be both appropriate and desira-
ble to obtain these procedures from their PCP rather
than a specialist, outpatient clinic, or emergency depart-
ment.

Since these procedures would continue to be paid for on
a fee-for-service basis, patients and payers could initially
pay primary care practices the same amounts for these
services as they pay today. Information could then be
gathered from primary care practices to determine
whether any of these amounts are inadequate to cover
the time and out-of-pocket costs required for the proce-
dures; if so, those payments can be increased appropri-
ately.

It would also be desirable for patients to receive basic
laboratory tests at the primary care practice rather than
having to go to a hospital or separate laboratory. There
are fees currently available for all of these tests, but
some of the fees may not be adequate to cover the costs
of the equipment and supplies with the volume of tests
the primary care practice would perform, particularly in a
small primary care practice.

Information should be gathered from primary care prac-
tices to determine the average cost of providing common
tests that would be desirable to perform on site, and if
those costs are higher than current fees, higher fees
should be paid to practices participating in the Patient-
Centered Primary Care Payment system. Because the
primary care practice would be following clinical practice
guidelines in ordering tests and the payments would be
based on the estimated costs of performing the tests,
there should not be any concern about the tests being
overused if the payments are increased.

13. Payments for New Patients

Similarly, the current fee-for-service payment amounts
would continue to be used for new patients, and infor-
mation can be gathered from primary care practices to
determine whether any of these amounts are inadequate
to cover the time and out-of-pocket costs required for

diagnosis and treatment planning for new patients; if
so, those payments can be increased appropriately.

14. Adjusting Payments for Geographic
Differences in Practice Costs

If a primary care practice is located in a community
where the costs of operating the practice are signifi-
cantly higher, then the payment amounts for each ser-
vice would also need to be higher. For example, if the
cost of office space is high in a particular area due to
high taxes, limited office space, or other factors, or if
salaries for medical assistants or nurses have to be
higher to attract and retain them in a rural or inner-city
area, then the primary care practice will need to be
paid more to cover those costs.”2

15. Eliminating Unnecessary
Administrative Burdens

One thing that is implicitly assumed in making the esti-
mates of the payment amounts above is that the prima-
ry care practice would not be spending any significant
amount of time submitting quality measures or prior
authorization requests to health insurance compa-
nies7”3, participating in burdensome accreditation pro-
cesses in order to qualify for adequate payments74, or
spending large amounts of time on other administrative
requirements imposed by a payer. Because the ac-
countability component in Patient-Centered Primary
Care Payment will be more effective in ensuring that
patients receive appropriate, high-quality care than
quality measures, prior authorization, or accreditation,
there would be no need to impose these requirements
on the practice.

If a health plan tries to impose these types of adminis-
trative burdens on a primary care practice, the practice
would have to incur additional costs.”® If the primary
care practice was willing to take on these unnecessary
administrative burdens in order to continue providing
primary care to members of that health plan, the health
plan would need to pay the practice more to enable the
practice to carry out these tasks, either by increasing
the payment amounts for individual services or allowing
the practice to bill directly for the time it spends on
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these activities. However, if the patients have the ability
to switch to other types of insurance, the practice could
also simply stop accepting insurance from that health
plan.

E. Affordability for Patients

The fourth essential characteristic of a Patient-Centered
Primary Care Payment system is that it is affordable for
patients. The payments defined above would only gener-
ate adequate revenue to cover the primary care prac-
tice’s costs if patients actually enroll in the primary care
practice and use its services, and patients will be unlike-
ly to do that if they cannot afford the services or if the
patients feel that services from a hospital emergency
department or another healthcare provider would pro-
vide similar benefits at a lower cost.

The affordability of any health service for an individual
patient depends on many factors, but one of the most
important considerations is whether the patient is paying
entirely out of pocket or if they have insurance that co-
vers most of the cost.

1. Self-Pay Patients

Patients who have no insurance will have to pay the full
amount for any services they receive from a primary care
practice. In addition, patients on many high-deductible
health plans also have to pay the full amount for primary
care visits except for required preventive care services.

For these patients, three features of Patient-Centered
Primary Care Payment will help make high-quality prima-
ry care services as affordable as possible:

a. separate payments for wellness care, acute care, and
chronic condition management ensure that the pa-
tient is not paying for services they do not need or
want;

b. the payments for wellness care and chronic condition
management are spread out over the course of the
year, rather than requiring large, lump sum payments
when a visit is needed; and

c. the payment amounts are based on the cost of deliv-
ering high-quality care in an efficient way.

For self-pay patients, the payment amounts defined
above would make primary care services as or more af-
fordable than the alternatives available:

® For patients with an acute problem, the $141 pay-
ment for the primary care physician to diagnose and
treat the condition would be roughly equivalent to
what the patient would pay for a visit to an urgent care
center, and significantly less than what they would
typically have to pay for an emergency department
visit;

e Monthly payments of $7.40 for wellness care would
total $89 over the course of the year. This amount
would be less than the fee the patient would likely
have to pay for a single office visit today, and would
enable patients to receive advice and assistance over
the course of the year rather than just in one short
visit.

e A monthly payment of $30.60 for chronic condition
management would total $367 over the course of the
year ($1 per day). This is a large amount, so it could
deter some patients from participating, although even
with the wellness care payment, it would be less than
the cost of a typical cable TV or cellular phone bill.
Patients with a chronic condition will need to under-
stand that without regular, proactive assistance from
the primary care practice, they might need to make
multiple visits to either the primary care physician, a
specialist, or an emergency department during the
course of the year, and paying separate amounts for
each of these visits could cost the patient more than
the monthly payments.

Moreover, the patient would not be charged any fee for a
visit, for a month of wellness care, or for a month of
chronic condition management if the patient did not re-
ceive the appropriate evidence-based services they
needed during the visit or during the month. No similar
assurance of quality is available from any alternative
source of care.

2. Patients With Insurance Coverage

The issues are different for patients who have a health
insurance plan that either (1) does not have a high
deductible or (2) covers a portion of primary care visits
regardless of whether the deductible has been met. For
these patients, it will be important to establish
co-payment and coinsurance amounts that make prima-
ry care services affordable, both in absolute terms and
relative to the cost-sharing amounts required for alterna-
tive services. Specifically:

e A Modest Co-payment for Acute Care Visits. A copay-
ment should be required for an Acute Care Visit Fee in
order to ensure that some patients do not make visits
to the practice for trivial issues. However, the copay-
ment amount should be low enough that patients do
not avoid contacting the practice when they have an
acute issue that should receive attention. Moreover,
the copayment for a primary care visit should be sig-
nificantly less than the copayment or coinsurance
required for an urgent care visit or an emergency de-
partment visit; it would be preferable for the patient to
receive non-emergency acute care from the primary
care practice since the physician’s familiarity with the
patient will enable diagnosis and appropriate treat-
ment without ordering unnecessary tests or other ser-
vices. For example, a copayment of $25-$30 would
represent about 20% of the full payment amount,
which is a cost-sharing amount similar to what is re-
quired in Medicare and many health insurance plans.

® No Cost-Sharing for Wellness Care. No patient cost-
sharing should be required for the monthly Wellness
Care Payments, nor should they be subject to any de-
ductible. Health insurance plans are not permitted to
charge patients for recommended preventive care
services, and even though a patient might not be re-
ceiving any recommended preventive services during
a particular month, it would be simpler and better to
simply avoid any cost-sharing for these payments.

(Continued on page 36)
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FIGURE 19

Summary of Patient-Centered Primary Care Payment

Type of Frequency of Accountability Estimated Patient
Service Billing Code Eligible Patients Payment for Quality Amount Share
Follow evidence-based
XX010 A patient who preventive care guide- $7.40 per
Well c enrolls for proactive | Monthly lines (CPG/SCAMP) and patient per $0
eliness Lare wellness care use a SAINT to monitor month
patient needs
. Mont.h after Fo!low evidence-based $14.80 for
xXx011 A patient who was hospital guidelines (CPG/
Wellness " o ) the month
and Transitional hospitalized or had dlsgharge or SCAMP) and gse a (instead of $0
Preventive Care a serious illness §er|ous SAl!\lT to monitor $7.40)
illness patient needs
Care -
/énriitl:gr;é:v hr(())active Follow evidence-based $4.25 per
XX012 S ass Cgre e | Monthlyin guidelines (CPG/ S per
Integrated . addition to SCAMP) for behavioral P P
; practice has month $0
Behavioral : Wellness health and use a SAINT . s
Health integrated c P to monitor patient (in addition to
ealthcare behavioral health are Payment p $7.40)
. needs
services
A patient enrolled Diagnosis and treat-
for wellness care ment plan based on $141 per visit
Non- XX020 who experiences a For each new evidence-based guide- ($282 for visit
Emergency | Acute Care new acute symptom lines (CPG/SCAMP) for requiring $25
Acute Care | Visit or injury that does acute event the symptom/condition more than 45
not require and use of SAINT to minutes)
emergency care monitor outcomes.
Follow evidence-based
XX030 . . . guidelines (CPG/
Initial A patient with a Following SCAMP) for $54.60 per
newly diagnosed or | diagnosis or .
Management N management of the patient for the $0
: newly treated initial ; o L
of a Chronic hronic di chronic condition and initial month
Condition chronic disease treatment use a SAINT to monitor
patient needs
Follow evidence-based
XX031 guidelines (CPG/ $24.60 per
Chronic Chronic A patient with a SCAMP) for patient per
Condition Condition hp ) . Monthly management of the month after $0
Care M chronic condition chronic condition and the first
anagement use a SAINT to monitor month
patient needs
Follow evidence-based
guidelines (CPG/
XX032 ) . SCAMP) for manage- $54.60 per
Management | A patient with a .
of a Complex comblex condition Monthly ment of the complex patient per $0
0 p condition(s) and use a month
Condition SAINT to monitor
patient needs
Standard When Follow evidence-based Payment
Procedures | code for A patient receiving a | procedure or guidelines in ordering based on cost Amount
& Tests procedure procedure or test test is test or performing of procedure varies
or test performed procedure or test
New 90201 |\ ent i first seen | guidelings in svalusting | Curentfee | - Current
Patient 99205 ny patien - . schedule benefits
by physician patient needs
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(Continued from page 34)

® No Cost-Sharing for Chronic Condition Management.
Ideally, there would also be no copayments or coinsur-
ance for the monthly Chronic Condition Management
Payments, nor would they be subject to a deductible.
The goal of these services is to prevent chronic condi-
tion exacerbations from occurring, and since the sav-
ings to the health plan from not having to pay for hos-
pital treatment of exacerbations will likely exceed the
cost of the monthly condition management services, it
would be undesirable to create cost barriers that
could discourage patients from enrolling to receive
these services.®

F. Summary of Patient-Centered
Payment for Primary Care

Figure 19 summarizes all of the elements of Patient-
Centered Primary Care Payment. Although there are
multiple separate payments targeted at different subsets
of services and different types of patients, all of the pay-
ments are necessary to give a primary care practice ade-
quate resources and flexibility to deliver high-quality care
for each individual patient. If only a subset of the pay-
ments is implemented, the quality of care for all patients
would be reduced, because the primary care practice
would not be able to employ the appropriate staff and it
could be forced to deliver fewer services than necessary
for more patients than it can it effectively manage.

G. Addressing the Problem of
Non-Participating Payers

The estimated Patient-Centered Primary Care Payment
amounts will only be adequate if the primary care prac-
tice can receive those payments for every patient who
wants to enroll for wellness care and/or chronic condi-
tion management services from the practice. If the pri-
mary care practice is providing care for an appropriate
number of patients (1,250 patients for the hypothetical
practice described above), but if the health insurance
plans for a subset of those patients are not paying ade-
quate amounts or are only willing to pay for services us-
ing standard fee-for-service payments, the practice will
end up with a financial loss somewhere in between the
scenario shown in Figure 7 and the scenario shown in
Figure 12. Since the payment amounts described above
were designed to be adequate to support the practice’s
costs, not to generate significant profits, and since
standard fee-for-service payments would cause signifi-
cant losses, the practice will lose money overall if the
practice still receives standard fee-for-service payments
for a subset of its patients.

For example, as shown in Figure 20, if only half of the
patients at the hypothetical practice are being paid for
through the Patient-Centered Primary Care Payment sys-
tem, the practice would only receive 70% of the reve-
nues it needed to cover the costs of providing high-
quality care to all of the patients in the practice.

However, primary care physicians being paid under Pa-
tient-Centered Primary Care Payment will need to provide
care to fewer patients than they try to do under the cur-
rent payment system, because they will need to spend
more time with each patient.”? If only a subset of a prac-
tice’s current patients have health plans that are willing
to pay using Patient-Centered Primary Care Payment,
then the primary care practice could focus on delivering
care to those patients.

The primary care practice may not want to stop providing
care to patients who are insured by non-participating
payers, but every practice must either (1) reduce the size
of its patient panel or (2) add one or more additional
primary care physicians to the practice, because it can-
not provide high-quality care to all of its current patients
with the current number of physicians. However, a prac-
tice cannot afford to hire an additional physician with the
fee amounts paid under the current payment system.
Since it will only have the time and resources needed to
provide high-quality care to the patients whose insurance
plans pay adequately for primary care services, it makes
sense for the practice to use the health plan’s payment
system as one criterion in deciding which patients to
continue providing care for. In fact, it would be unfair to
the patients whose insurance plans are paying appropri-
ately to have the primary care practice devote less time
and effort to their care because the practice is also try-
ing to provide care to patients whose insurance plans
are significantly underpaying for care. The primary care
practice could decide to stop contracting with a non-
participating insurance plan altogether, or it could decide
to continue contracting for a period of time but to accept
only a small number of patients with that type of insur-
ance.

This is essentially what physicians who form Direct Pri-
mary Care practices have been doing.”8 The physicians
know that they cannot deliver good care to as many pa-
tients as they have to see to be paid adequately under
the current payment system, so they limit their practice
to patients who are willing and able to pay an adequate
amount. These physicians do not accept insurance, both
because most insurance plans do not pay adequately
and appropriately for primary care services and because
of the unnecessary administrative burdens most health
insurance companies impose for the payments they do
make. Under Patient-Centered Primary Care Payment,
however, the payments would be adequate and appropri-
ate and there would be no unnecessary administrative
burdens, so these physicians could continue to care for
patients who have insurance as well as those who can
afford to pay without using insurance.

Since different primary care practices have different
types of patients with different types of insurance, prac-
tices will differ in their ability to only treat patients whose
insurance plans use Patient-Centered Primary Care Pay-
ment, at least in the short run. If a primary care practice
currently has 2,500 patients with an average mix of
health problems, and it needs to move to a 1,250-
patient panel in order to provide high-quality care, then
on average, only half of the health insurance plans for
the current patients would need to be using Patient-
Centered Primary Care Payment in order for the practice
to create a panel of patients who are all paid for in that
way. If the subset of health plans using Patient-Centered
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FIGURE 20
Revenues & Expenses for the
Hypothetical Primary Care Practice

With Non-Participating Payers

Patient Characteristics

Total Patients 1,250
% with Chronic Condition 40%
Total Visits Per Year Per Patient 2.30
Acute Visits Per Year Per Patient 1.25

Standard Fee for Service Payment

% of Patients With Standard FFS 50%
Average Fee Per Visit $80
Patient-Centered Primary Care Payments

Wellness Care Per Month $7.40
Behavioral Healthcare Per Month $4.25
Acute Care Visit Fee $141
Chronic Condition Mgt Per Month $30.60

Practice Revenue

Primary Care Payment were those providing insurance
for higher-need patients, then even if they insured fewer
than half of the patients, a primary care practice could
continue delivering care to those patients and receive
enough revenue though Patient-Centered Primary Care
Payment to cover its costs.

To illustrate this, Figure 21 shows the hypothetical pri-
mary care practice described earlier, assuming that its
patients have insurance from three different health
plans, and that the patients insured by the different
plans have different levels of need.

® As shown in the first column (“Current”), assuming
that all of the insurance plans currently pay the same
fees for office visits as Medicare does, the practice
has to have 2,500 patients in order to break even,
but it is impossible for the single physician in the
practice to provide high-quality care to the patients
without working more than 17 hours per day.

® Column 2 assumes that Plan A and Plan B begin us-
ing Patient-Centered Primary Care Payments and Plan
C does not. Although Plans A & B only insure 40% of
the practice’s current patients, those patients have
more chronic conditions than the patients insured by
Plan C, and so they represent a much higher share of
the practice’s time and revenues. If the practice only
continues to serve the patients insured by Plan A and
Plan B (and no longer takes care of the patients with
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FFS Visit Revenue $114,393 insurance from Plan C), it would have a total of 1,000
Wellness Care Revenue $55,500 patients, the practice would have additional staff and
Behavioral Healthcare Revenue $31,875 sufflment time to p_rowde hlgh—qu_allty care to those
patients, the practice would receive Patient-Centered
Acute Care Revenue $110,156 Primary Care Payment for all of the patients, and the
Chronic Care Revenue $91,800 practice would have sufficient revenue to cover its
costs.
Total Revenue $403,725
® Column 3 assumes the opposite - that Plan C begins
using Patient-Centered Primary Care Payment and
Practice Expenses Plans A and B do not. If the practice only continues to
Physician $250.000 serve the 1,500 patients insured by Plan C (and no
i longer takes care of the patients with insurance from
Nurse/BH Care Manager $80,000 Plans A and B), the amounts received under Patient-
Medical Assistant $38,000 Centered Primary Care Payment would generate suffi-
Receptionist $36,000 C|en’g revenue to enable fthe practice to provide high-
quality care to those patients.
Billi 1
I mg' $18,000 ® [deally, all three health insurance plans would use
Benefits $64,400 Patient-Centered Primary Care Payment. Column 4
Rent/Utilities $50,000 shows that in this case, the practice could retain all of
its existing patients and provide high-quality care to
EHR & IT $10,000 them by hiring an additional primary care physician,
Liability Insurance $12,000 and it would have adequate revenues to do so.
Psychiatrist Consultations $6,250 A primary care practice would not be limited to its cur-
Supplies/Other $13,000 rent patients when it tries to create a panel of patients
supported by Patient-Centered Primary Care Payment. If
Total Expenses $577,650 a patient has an insurance plan that uses Patient-
Centered Primary Care Payment, but the patient is cur-
Profit/Loss ($173,925) rent[y_receiving care from a primqry care practice thf_;\t is
30% unwilling to change the way it delivers care, that patient
=D could enroll in the practice that is providing patient-
centered care.
(Continued on page 39)
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FIGURE 21

Impact of Non-Participating Payers on a Hypothetical Primary Care Practice

Patient-Centered Patient-Centered Patient-Centered
Payment From Payment From Payment From
Current Payers A& B Payer C All Payers
Total Patients 2,500 1,000 1,500 2,500
% with Chronic Condition 40%
Total Visits Per Year 2.3
Acute Visits Per Year 1.25
Payer A
% of Original Patients 100% 0% 100%
Patients 375 375 0 375
% with Chronic Condition 80% 80% 80%
Acute Visits Per Year 2.00 2.00 2.00
Payer B
% of Original Patients 100% 0% 100%
Patients 625 625 0 625
% with Chronic Condition 45% 45% 45%
Acute Visits Per Year 1.40 1.40 1.40
Payer C
% of Original Patients 0% 100% 100%
Patients 1,500 0 1,500 1,500
% with Chronic Condition 29% 29% 29%
Acute Visits Per Year 1.00 1.00 1.00
Patient Revenues
FFS Visit Revenue $462,547
Wellness Care Revenue $88,800 $133,200 $222,000
BH Care Revenue $51,000 $76,500 $127,500
Acute Care Revenue $229,125 $211,500 $440,625
Chronic Care Revenue $213,435 $156,978 $370,413
Total Revenue $462,547 $582,360 $578,178 $1,160,538
Practice Expenses
Physician $250,000 $250,000 $250,000 $500,000
Nurse/BH Care Manager $80,000 $80,000 $160,000
Other Staff/Benefits $140,400 $156,400 $156,400 $312,800
Other Practice Costs $62,000 $91,250 $91,250 $182,500
Total Expenses $452,400 $577,650 $577,650 $1,155,300
Profit/Loss | $10,147 $4,710| $528) $5,238
Number of Physicians 1 1 1 2
Physician Time Per Day
Preventive Care 3.2 1.3 1.9 1.6
Acute Care 7.3 3.8 3.5 3.6
Chronic Condition Care 6.4 3.7 2.7 3.2
Open Slots 0.5 0.5 0.5 0.5
Total 17.4 9.3 8.6 8.9
38 Patient-Centered Payment for Primary Care
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(Continued from page 37)

If one of the current patients in a primary care practice
wants to continue receiving care from the practice, but
the patient’s insurance plan is unwilling to use Patient-
Centered Primary Care Payment, the patient can do one
of two things:

e Change health insurance plans. If the patient has a
choice of which health insurance plan to use, he or
she can switch to a health insurance plan that does
pay using Patient-Centered Primary Care Payment.
Patients are accustomed to choosing health insurance
plans based on whether their current or preferred phy-
sicians are “in-network” for that plan, so if their pre-
ferred primary care practice either stops contracting
with the patient’s current health plan or indicates that
it will only be accepting patients whose health insur-
ance plan uses Patient-Centered Primary Care Pay-
ment, the patient can switch to a different health plan.

For example, Medicare beneficiaries are annually
asked to choose between receiving coverage under
Original Medicare or one of many Medicare Advantage
plans. Decisions to date have been based primarily
on premiums charged, out-of-pocket costs, and extra
benefits offered. However, one of the most important
factors that the beneficiaries should be considering is
whether they will be receiving high-quality primary
care, so it will be important for them to begin asking
how Original Medicare or a Medicare Advantage plan
is paying their primary care physician and choosing
the option that will enable them to receive the best
care.

e Pay out of pocket for primary care. If a patient cannot
or does not want to change insurance plans, but has
the ability to pay for primary care services directly, the
patient could simply pay the Patient-Centered Primary
Care Payment amounts to the primary care practice
for the services they enroll for and receive. Some pa-
tients with high-deductible insurance plans may al-
ready be paying out-of-pocket for much of their prima-
ry care, so the change in spending for them could be
small, while the improved quality of care would be
significant. Direct Primary Care practices have
demonstrated that there are many patients with insur-
ance coverage for primary care who will pay complete-
ly out-of-pocket to receive high-quality primary care;
the payments under Patient-Centered Primary Care
Payment would be significantly less than the amounts
typically charged by Direct Primary Care practices.”®

If patients stop using health insurance plans that do not
use Patient-Centered Primary Care Payment, that creates
a financial incentive for those insurance plans to change
the way they pay for primary care. As a result, fewer pa-
tients may need to switch health plans than might initially
appear necessary. However, some patients will likely
need to switch plans in order to signal that the way health
plans support high-quality primary care is important to
them.

If a health insurance plan is paying very high fees for of-
fice visits to a primary care practice, the practice could
decide to temporarily continue providing care to patients
insured by that plan, even if the plan is not willing to use
Patient-Centered Primary Care Payment, since the finan-
cial loss from doing so would be less than for other plans.
If a health plan is already paying high fees, the plan is
already spending more on primary care than other payers,
so switching to Patient-Centered Primary Care Payment
would likely not increase the plan’s spending significantly.
As a result, it should be easier to convince such a plan to
implement Patient-Centered Primary Care Payment. How-
ever, if the plan does not do so, the practice will have
higher administrative costs because of the different pay-
ment method, so it would not be desirable for a practice
to do this for many patients or for a long period of time.

It may appear that paying adequately and appropriately
for primary care using Patient-Centered Primary Care Pay-
ment would reduce access to primary care, since more
physicians will be needed to provide primary care to cur-
rent patients. However, the problems with the current
payment system are already creating problems accessing
primary care by discouraging doctors from becoming pri-
mary care physicians and causing existing physicians to
leave. If primary care physicians are paid in a way that
enables them to provide high-quality care to patients with-
in a reasonable workday, with fewer administrative bur-
dens, and at a good salary, fewer existing physicians will
stop practicing, and more physicians will enter primary
care, thereby improving access for patients.
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V Patient-Centered Payment
- Compared to Other Approaches

There is no perfect payment system for primary care or
any other aspect of healthcare services. Every payment
system has strengths and weaknesses, including the
Patient-Centered Primary Care Payment system de-
scribed in the previous section. The key questions are:

e Will Patient-Centered Primary Care Payment be better
than other payment systems in enabling and assuring
delivery of high-quality care to each patient?

e Will Patient-Centered Primary Care Payment do a bet-
ter job than alternatives in providing adequate finan-
cial support for primary care practices?

A. Comparison to
Current Fee-for-Service Systems

Section Il described four specific problems with current
fee-for-service payment systems that have prevented
physician practices from delivering high quality primary
care to patients: (1) the lack of any fees at all for some
important services, (2) inadequate fees for other im-
portant services, (3) paying fees regardless of the appro-
priateness or quality of care delivered, and (4) financially
penalizing practices that keep their patients healthy. In
order to be better than current payment systems, an
alternative approach needs to reduce or eliminate these
problems.

Figure 22 shows that Patient-Centered Primary Care Pay-
ments would specifically address each of the problems
in the current fee-for-service system.

B. Comparison to Population-Based
Payment/Capitation Systems

It is important to recognize that the problem with the
current payment system is not the fact that physicians
are paid fees for delivering services to patients; the
problem is the decisions Medicare and health plans
have made about which services will receive fees and
how large those fees will be. A corollary of this is that an
alternative payment system will not automatically be
better simply because it does not pay fees for individual
services.

1. The Problems with
Population-Based Payments

In fact, as discussed in Section IlI-C, capitation payments
and population-based payments - which in their purest
forms do not pay any fees for individual services at all -
address some but not all of the problems in fee-for-
service payment. Most population-based payments are
designed to provide a primary care practice with the
same amount of revenue as it received under fee-for-

service payment, so they are still not adequate to sup-
port the cost of delivering high-quality primary care.
More importantly, population-based payments provide
even less assurance that patients will receive high-
quality care than current fee-for-service systems, be-
cause a physician practice will still be paid even if a pa-
tient does not receive the services they need.

Patient-Centered Primary Care Payment solves the prob-
lems with fee-for-service while avoiding the problems
with population-based payments. Figure 23 shows how
Patient-Centered Primary Care Payment addresses each
of the weaknesses and problems with population-based
payments.

2. Why Population-Based Payments
Don’t Support Patient-Centered Care

Some of the advantages of Patient-Centered Primary
Care Payment compared to Population-Based Payments
are easier to see by looking at how payments align with
the cost of meeting the needs of individual patients.
Population-Based Payments are even less patient-
centered than fee-for-service payments because they
are, by definition, focused on what is needed on average
for a group of patients rather than what is needed by
each individual patient. If the payments are the same
for all patients in a primary care practice, or the same for
all patients with the same diagnoses, the payments will
be inherently be less than necessary for patients who
have greater needs and higher than necessary for
healthier patients who need less assistance.

For example, Figure 24 shows eight hypothetical pa-
tients who might be receiving primary care from the hy-
pothetical practice described in Figure 8 of Section IV-D.
Each of the patients requires a different set of services
from the primary care practice to address their
healthcare needs; some have a chronic condition and
some do not; some have multiple acute problems during
the year and some have none; one is diagnosed with
cancer and receives most of their care during the year
from an oncology practice rather than the primary care
practice. Figure 24 shows an estimate of the cost the
primary care practice incurs delivering services to each
patient, based on the services the patients need from
the practice, the estimated amount of time required to
deliver the services, and the unit costs of the services as
estimated in Section IV-D.

Assuming the patients in the practice have the same
overall characteristics as assumed in Figure 8 (i.e., 40%
have a chronic condition and the patients visit the prac-
tice on average 1.25 times per year for acute needs), the
practice would have to receive a capitation payment of
$33.63 per month for every patient in order to cover its
costs over the course of the year. As shown in Figure
25, this amount would be much higher than the cost of

(Continued on page 43)
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FIGURE 22
Comparison of Fee-for-Service Payment and Patient-Centered Primary Care Payment

Problems with Fee for Service Payment

Solutions Under Patient-Centered Primary Care Payment

There are no fees for delivering proactive care and
non-visit-based services.

The monthly payments for wellness care and chronic condition
management allow delivery of proactive care.

The fees for addressing acute problems allow services to be
delivered in the most appropriate way for each patient, including
both office visits and telehealth.

The fees for services are less than what it costs to deliv-
er high-quality care.

The payment amounts for each service are explicitly designed to
be adequate to cover the estimated costs a primary care practice
would incur to deliver high-quality services to an appropriately
sized patient panel.

There is no assurance that a patient has received appro-
priate, high-quality services when a fee is paid.

The primary care practice is only paid for a month of care or an
acute visit for an individual patient if the physician and practice
staff have delivered appropriate, evidence-based care to that
specific patient or documented reasons for deviations.

The primary care practice loses money if it succeeds in
keeping its patients healthy.

The primary care practice receives the monthly wellness care and
chronic condition management payments for a patient even if
the patient is healthy and does not need any treatments during
the month.

FIGURE 23
Comparison of Population-Based Payment and Patient-Centered Primary Care Payment

Problems with Population-Based Payment
(Risk-Adjusted Capitation)

Payment Under Patient-Centered Primary Care Payment

The monthly payment amounts may not be adequate to
cover the practice's costs.

The payment amounts for each service are explicitly designed to
adequately cover the cost of delivering high-quality care to an ap-
propriately sized patient panel.

The primary care practice receives a monthly payment for
each patient, regardless of whether the patient received
the services they need.

The primary care practice is only paid for a month of care or an
acute visit for an individual patient if the physician and practice
staff have delivered appropriate, evidence-based care to that spe-
cific patient or documented reasons for deviations.

The primary care practice is paid the same amount for a
patient with a chronic condition regardless of whether the
practice is providing the care for that chronic condition or
the patient is receiving care from a specialist.

The primary care practice is paid more to provide care manage-
ment for a patient with a chronic condition, but only if the patient
has enrolled with the practice for that care and the practice actually
provides it.

The primary care practice is paid the same amount for a
patient who has been newly diagnosed with a chronic
disease. (Commonly-used risk adjustment systems only
consider diagnoses assigned during the previous year.)

The primary care practice receives a higher payment for manage-
ment of a chronic disease as soon a patient is diagnosed with the
condition and agrees to enroll for services.

The monthly payment to the primary care practice is the
same even if a patient experiences many acute problems
during the year. (Commonly-used risk adjustment systems
do not adjust for acute conditions.)

The primary care practice is paid more each time a patient has a
new acute problem, enabling the practice to spend adequate time
on diagnosis and treatment of each acute problem.

The primary care practice is paid the same amount for a
patient who faces non-medical barriers to receiving
healthcare services and improving health, such as poverty,
homelessness, illiteracy, lack of access to transportation
or fresh food, etc.

The primary care practice is paid more for patients with characteris-
tics that make their care significantly more complex.
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FIGURE 24

Relative Annual Cost of Primary Care Services for Different Types of Patients

Acute Problems Total
Chronic During the Year Annual
Condition | (Unrelated to a Chronic Primary
Managed by Chronic Wellness Condition Care
Practice Condition) Primary Care Services Needed Care Acute Care| Care Cost
None None Wellness Care Only $89 $0 $0 $89
None One Wellness + Acute Visit $89 $141 $0 $230
None Three Wellness + Multiple Acute Visits $89 $423 $0 $512
Non-Complex None Wellness + Chronic Condition Mgt $89 $0 $367 $456
Non-Complex One Wellness + Chronic Care + Acute Visit $89 $141 $367 $597
Non-Complex Three Wellness + Chronic + Multiple Acute Visits $89 $423 $367 $879
Complex Two |We||ness + Complex Condition Management | $89| $282| $734| $1,105
Wellness Services
None Cancer (+Cancer Care from Oncologist) $89 %0 $0 $89
FIGURE 25
Capitation Payment vs. Cost of Primary Care Services for Different Types of Patients
Chronic Primary Capitation Difference
Condition | Acute Problems Primary Care Services Needed Care Cost Payment from Cost
None None Wellness Care Only $89 $412 $323
None One Wellness + Acute Visit $230 $412 $182
None Three Wellness + Multiple Acute Visits $512 $412 ($100)
Non-Complex None Wellness + Chronic Condition Mgt $456 $412 ($ 44)
Non-Complex One Wellness + Chronic Care + Acute Visit $597 $412 ($185)
Non-Complex Three Wellness + Chronic + Multiple Acute Visits $879 $412 ($467)
Complex Two Wellness + Complex Condition Management | $1,105| I $412| ($693)
None Cancer Wellness Services $89 $412 $323
FIGURE 26
Population-Based Payment vs. Cost of Primary Care Services for Different Types of Patients
Chronic Primary Risk Pop-Based Difference
Condition | Acute Problems Primary Care Services Needed Care Cost | Score Payment from Cost
None None Wellness Care Only $89 0.56 $231 $142
None One Wellness + Acute Visit $230, 0.56 $231 $ 1
None Three Wellness + Multiple Acute Visits $512 0.56 $231 ($281)
Non-Complex None Wellness + Chronic Condition Mgt $456| 0.75 $309 ($147)
Non-Complex One Wellness + Chronic Care + Acute Visit $597 0.75 $309 ($288)
Non-Complex Three Wellness + Chronic + Multiple Acute Visits $879| 0.75 $309 ($570)
Complex Two Wellness + Complex Condition Management | $1,105| O.75| $309| ($796)
None Cancer Wellness Services $89| 1.12 $461 $372
42 Patient-Centered Payment for Primary Care
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(Continued from page 40)

providing care for the healthiest patients and for patients
receiving most of their care from a specialist, whereas it
would be far less than the cost of providing primary care
to the patients with the greatest needs.

In aggregate, the high and low payments could “average
out” to an adequate total amount of revenue for the
practice, but this would only happen if the characteristics
of the patients in the practice are similar to those used
in determining the capitation payment amount. If a pri-
mary care practice takes on more patients with chronic
conditions, or if its patients develop chronic conditions
as they age, then the practice will no longer be able to
provide care for the same number of patients at the
same cost, and the capitation payment will no longer
generate sufficient revenues to cover the cost of caring
for those patients.

Moreover, if every primary care practice receives the
same capitation payment amount, rather than an
amount customized to the types of patients in the prac-
tice, primary care practices that are providing care to
higher-need patients will lose money and the practices
providing care primarily to younger, healthier patients will
be very profitable. This would encourage primary care
practices to “cherry-pick” patients, and it could make it
harder for higher-need patients to find a primary care
practice willing and able to provide care for them.

3. Why Risk-Adjustment Fails to
Solve the Problem

Population-based payment systems that “risk adjust” the
capitation payments do not solve the problem. Typical
risk adjustment systems, such as the Hierarchical Condi-
tion Category (HCC) risk adjustment system used in Med-
icare payment programs, are designed to predict total
spending on all health services delivered to a group of
patients in future years, not to predict the amount of
time the primary care practice will need to spend caring
for an individual patient in the current year. In particular,
standard risk adjustment systems:

® assign a higher risk score to a patient who had a
chronic condition during the previous year, but not to a
patient newly diagnosed with the chronic condition in
the current year, even though the largest investment
of time by the primary care practice will likely be need-
ed when a chronic condition is first diagnosed and
initially treated;

® do not change a patient’s risk score because of acute
problems the patient experiences during the year, no
matter how many acute problems there are or how
much time is required to accurately diagnose and
treat those problems;

® do nothing to adjust for non-medical characteristics of
patients that create barriers to receiving healthcare
services and doing things that are necessary to main-
tain and improve their health, such as poverty, home-
lessness, illiteracy, lack of access to transportation
and fresh food, etc.80

® determine relative risk scores based on differences in
total healthcare spending on the patient, not based on

differences in the amount of time a primary care prac-

tice would need to spend managing their care.

For example, in the Medicare HCC risk adjustment sys-
tem:

® A 66-year-old male with no other health problems
would be assigned a risk score of 0.308.

e |f that same 66-year-old male had pneumonia or an
injury during the year, the risk score would still be
0.308.

® A 66-year-old male with uncomplicated diabetes and
no other health problems would be assigned a 34%
higher risk score of 0.413 (0.308 + 0.105).

® A 66-year-old male with uncomplicated diabetes but
who had limited income and lacked access to trans-
portation would also be assigned a 34% higher risk
score of 0.413, since there is no adjustment for in-
come or access to transportation.

® A 66-year-old male who was diagnosed with cancer

would still have a risk score of 0.308 if the cancer was

diagnosed in the current year; however, if the cancer

was diagnosed in the previous year, the risk score in
the current year would be significantly higher (e.g.,

0.615 if he had bladder cancer), even though it is like-

ly the man would be receiving a significant portion of

his care from an oncologist or urologist, rather than
the primary care practice.

Figure 26 shows that even if the population-based pay-
ment amount for healthy patients was set to match the
cost of preventive care and one acute visit during the

year, and if the payments for patients with chronic condi-

tions were adjusted in proportion to the HCC risk scores

that might be assigned to these patients, the payment
amounts for most of the individual patients would still

differ significantly from the estimated costs of providing

the services they need, thereby penalizing a practice

with a larger number of patients who have chronic condi-

tions and multiple acute problems.
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C. Comparison to
Pay-for-Performance Systems

Because neither fee-for-service payments nor capitation
payments do anything directly to assure that patients are
receiving high-quality care, many payers use some form
of “pay-for-performance” system or add a “performance-
based payment” component that increases or decreases
payments based on the provider’s score on a group of
quality measures. In addition, in order to encourage the
delivery of appropriate care and discourage unnecessary
services, payments may also be adjusted based on
measures of service utilization or total spending. Howev-
er, for the reasons described in Section IlI-A, these per-
formance-based payments are not designed in ways that
will improve the quality of primary care or reduce overall
spending on healthcare services.

1. The Problems With Pay-for-Performance

Figure 27 shows how the quality assurance mechanisms
under Patient-Centered Primary Care Payment solve the

problems with current performance-based payment sys-

tems and assure that each individual patient will receive
both appropriate and high-quality care.

2. Why Performance-Based Payments
Don’t Support Patient-Centered Care

The differences in the two approaches to quality assur-
ance can be seen more clearly by examining how they
would affect specific patients, such as patients with dia-
betes.

In performance-based payment programs, the most com-
mon approach to measuring the quality of diabetes care
is calculating the percentage of diabetes patients whose
glycated hemoglobin (HbA1c) level is higher than 9.0%.81
This measure is one of the “consensus core measures”
for both primary care practices and Accountable Care
Organizations (ACOs) that were selected by the Core
Quality Measures Collaborative.82

The measure identifies the number of patients with poor
diabetes control, not the number of patients with good
control. Patients with diabetes have HbA1c levels higher
than 6.5%, and one goal of diabetes care is to keep
HbA1c levels as close to 6.5% as possible. However,
some patients cannot achieve HbA1c levels as low as
others without causing other health problems, so it is
impossible to set a single standard for what is desirable
and achievable for every patient. The 9.0% threshold is
intended to identify an outcome that is undesirable for
all patients, but even this approach has serious weak-
nesses:

® No distinction is made between patients whose HbA1c
levels are only slightly lower than 9.0% and those
whose levels are significantly lower, so a primary care
practice that is achieving good outcomes for its pa-
tients can have the same score as a practice with only
mediocre performance. Moreover, if patients had
HbAZlc levels below 8.0% or 7.0% and experienced an
increase in their HbA1c levels, there would be no
change in the measure as long as the HbAlc level
remained below 9.0%.

® On the other hand, a primary care physician is not
permitted to exclude patients from the calculation
even if it is inappropriate or infeasible to reduce the
HbA1c level below 9.0%, e.g., if the patient cannot
afford the medications needed to achieve this level or
refuses to take them. Patients are also included re-
gardless of how long they have been under the care
of the primary care practice, and regardless of how
high their HbAlc level was when they first began re-
ceiving care from the practice. As a result, even if a
primary care practice is delivering the most appropri-
ate care to the patients and achieving the best re-
sults possible during the time the patient has been
receiving care from the practice, the practice can ap-
pear worse on the quality measure than practices
whose patients are better able to achieve good out-
comes.

® |n addition, if a diabetic patient in the primary care
practice is receiving his or her diabetes care from an
endocrinologist or other specialist rather than the
primary care practice, the outcome for that patient is
still used in measuring the quality of the primary care
practice’s care.

As shown in Figure 28, national data indicate that on
average, every year, 20-45% of patients with diabetes
receive poor quality diabetes care as defined by the
measure.83 The percentage has remained essentially
unchanged for over a decade, despite the use of this
measure in many payment incentive programs that were
intended to encourage improvement. Because of the
problems with the way the measure is defined, however,
it is impossible to determine why performance is low.

In contrast, in Patient-Centered Primary Care Payment, if
the patient has enrolled with the primary care practice
to receive diabetes care, the practice will only be paid
for diabetes care if the practice has delivered or ordered
all of the medications, treatments, and other services
that evidence indicates will achieve the best outcomes
for the patient (unless the patient is unable or willing to
accept those services). Although maintaining a low
HbA1c level will generally be one of the goals of diabe-
tes care, it may not be the most important one depend-
ing on the patient’s specific needs, so the fact that a
patient has an HbAl1c level higher than 9.0% does not
necessarily mean that the patient is receiving poor qual-
ity care.84

Figure 29 shows how Patient-Centered Primary Care
Payment avoids each of the problems associated with
this approach to quality measurement and ensures that
each patient is receiving the most appropriate care.

3. Why Primary Care Practices
Cannot Be Held Accountable
for the “Total Cost of Care”

Concerns about the high and growing cost of healthcare
have caused many payers to add “Total Cost of Care” to
the list of performance measures for which primary care
practices are rewarded or penalized. The primary care
practice may be penalized if the total amount of
healthcare spending on its patients, including spending

(Continued on page 47)
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FIGURE 27
Comparison of Performance-Based Payment and Patient-Centered Primary Care Payment

Problems with Performance-Based Payment

Quality Assurance Under Patient-Centered Primary Care Payment

A primary care practice is deemed to be giving “good”
quality care even if a significant fraction of the practice’s
patients fails to receive evidence-based care or fails to
achieve the outcome that is being measured, as long as
the proportion of patients receiving poor quality care is
smaller than the proportion in other practices.

Every patient is expected to receive evidence-based care appro-
priate to their needs, and there is no payment for a patient if that
patient does not receive appropriate, high-quality care (unless
the patient is unable or unwilling to accept the services).

There is no measure of quality for many types of
patients and health problems, and no penalty for
delivering poor quality care to those patients.

The primary care practice is only paid for care to a patient if the
practice delivers services based on evidence-based guidelines
that are applicable to the specific health problems of that individ-
ual patient.

The practice is not paid for any services needed to
improve outcomes for patients that are not paid for
under standard payments.

The payments to the primary care practice allow the flexibility to
deliver the most appropriate and effective services to each pa-
tient, including services for which fees are not paid in current
payment systems.

The performance standard required for the numerator of
a quality measure may not be applicable to all patients
included in the denominator, thereby penalizing the
practice for avoiding the use of services that would be
inappropriate for a patient.

The primary care practice is only expected to deliver services that
evidence indicates would be safe and effective for the individual

patient being treated.

Failure to achieve the performance standard required
for the numerator of a quality measure may be due to
the inability or unwillingness of the patient to receive
evidence-based services, so the practice is penalized if
its patients are unable or unwilling to use beneficial
services.

The primary care practice is paid if the practice attempts to deliv-
er the appropriate, evidence-based services needed to achieve
good outcomes, and it is not penalized if the patient is unable or
unwilling to accept the services.

Differences in performance on a quality measure be-
tween practices may be due to differences in the char-
acteristics of their patients rather than differences in
the quality of care delivered by the practices.

The primary care practice is expected to deliver evidence-based
care to every patient, so any differences in outcomes will be due
to factors other than differences in the quality of care delivered
by the primary care practices.

The amount of the bonus for good performance may
depend on how many other primary care practices
performed poorly, which discourages collaboration
among practices.

The primary care practice is paid if it delivers the appropriate,
evidence-based care to the patient, regardless of what other
practices do, and the practice is expected to participate in
SCAMPs and to share information with other primary care practic-
es in order to improve the quality of evidence about effective
care.

Payments for primary care practices that perform well
on quality measures are still less than the cost of the
services needed to deliver high-quality care.

The amounts the primary care practice is paid for its services are
designed to cover the cost of delivering high-quality services, so a
practice that delivers high-quality care to all patients will not lose
money.

If measures of total spending or spending on specialty
services are used in addition to quality measures, the
primary care practice could potentially receive higher
payments if it does not order or deliver services that its
patients need, and it could be penalized if the patients
have health problems that require treatment using
expensive medications or other services.

The primary care practice is accountable for delivering evidence-
based care, and there is no financial reward or penalty based on
the total amount spent on the patient's care.

\ CHQPR

Center for Healthcare Quality and Payment Reform (www.CHQPR.org) 45




FIGURE 28
Percentage of U.S. Patients with Poor Diabetes Control (>9.0% HbA1c)
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FIGURE 29
Assessment of Quality Under Performance-Based Payment and Patient-Centered Primary Care Payment

How the Quality of Care Would Be Rated Under:

Performance-Based Patient-Centered
Patient Scenario Payment Primary Care Payment
A patient with poorly controlled diabetes joins the primary care practice;
the practice delivers evidence-based care to the patient, and their HbAlc Poor quality care Good quality care

level improves from 13% to 10% in the first year.

A patient with well controlled diabetes joins the primary care practice; the
practice fails to deliver evidence-based care to the patient, and their Good quality care Poor quality care
HbA1c level worsens from 7.0% to 8.0% in the first year.

A patient with poorly controlled diabetes cannot afford the medications

needed to reduce their HbAlc levels, but the primary care practice is able
to help the patient learn how to manage their diabetes without medica- Poor quality care Good quality care
tion in a way that prevents them from getting worse.

A patient with poorly controlled diabetes refuses to take prescribed medi-
cations or to take other actions recommended by the primary care prac- _ )
tice to help them manage their diabetes despite repeated efforts by the Poor quality care Good quality care

practice to encourage and assist them to do so.

A patient with diabetes is not prescribed the proper medications nor given
any other assistance in managing their condition by the primary care ) )
practice, but the patient is able to keep their HoA1c level at 8% by follow- Good quality care Poor quality care
ing advice from friends.
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on services delivered by hospitals and specialists, is
higher than the average spending for patients in other
practices, and/or the practice may be penalized if the
increase in total spending on its patients is higher than
the increase in spending for patients in other practices.

The vast majority of the total amount a health insurance
plan spends on healthcare for its members goes to ser-
vices delivered by providers other than the primary care
practice. National estimates indicate that on average,
less than 10% of total healthcare spending goes to pri-
mary care practices; the rest pays for medications, labor-
atory tests, imaging studies, inpatient and outpatient
hospital procedures, etc.

A primary care physician can certainly influence which
services a patient receives from other providers based
on what types of tests, medications, and procedures the
physician orders, but a primary care physician cannot
control what services the patients will receive or how
much those services will cost:85

® Patients who have serious health problems such as
cancer will need to be treated for those health prob-
lems. The cost of treatment for a single patient can
be extremely high, so if a primary care practice hap-
pens to be providing primary care to one of those pa-
tients, the “total cost of care” for the primary care
practice can increase significantly because of the mis-
fortune of one patient.

+ For example, the rate of new lung cancer diagnoses
each year is about 300 per 100,000 Medicare ben-
eficiaries. If a primary care practice has 1,250 total
patients and 250 (20%) of those patients are Medi-
care beneficiaries, the practice could expect that
every other year, one of its Medicare patients will be
diagnosed with lung cancer. Treatment for lung
cancer can cost as much as $100,000, depending
on the type of lung cancer, whereas the average
amount Medicare spends each year on the average
Medicare beneficiary is about $10,000. Conse-
quently, the total cost of care for the Medicare ben-
eficiaries in the practice could increase or decrease
by 4% each year solely based on whether one pa-
tient was diagnosed with lung cancer.86

® Under the most common fee-for-service payment sys-
tems and patient benefit designs, patients have the
freedom to see multiple physicians and other provid-
ers, even for the same health problems. Each of the
physicians and other healthcare providers involved in
the patient’s care makes their own decisions about
how to deliver services, and those individual decisions
can independently increase or decrease the number
or cost of services the patient receives, with no in-
volvement or influence by the primary care physician.

e (Qutside of Medicare, the amounts health plans pay
for laboratory tests, imaging studies, and outpatient
procedures vary dramatically depending on where a
patient receives the test or procedure. Although
those differences in payments have a significant im-
pact on total spending for patients, most primary care
practices have no information on what the differences
in costs are between different facilities, so it is inap-
propriate to hold them accountable for the differ-
ences.

Advocates for total cost of care measures argue that
they give the primary care physician an “incentive” to
take actions to reduce spending by other physicians and
providers, but if the physician cannot reasonably expect
to influence that other spending, using the total cost of
care measure will likely have little impact on spending.
Since their patients may have to pay all or part of the
difference in cost, particularly those patients who are on
high-deductible health plans, primary care practices will
want to refer them to the facility that will deliver a high-
quality service at the lowest cost, which will help control
the total cost of care for their patients. To do that, how-
ever, the primary care practice needs to know what the
differences in costs are and how much of the cost their
patients would have to pay, and most primary care prac-
tices do not have access to that information.

Of even greater concern, however, is that use of total
cost of care measures could discourage primary care
practices from accepting patients who have serious
health problems or who have characteristics (e.g., home-
lessness, low income, etc.) that place them at higher risk
of developing such problems. The methodologies that
are typically used to “risk adjust” total cost of care
measures do not accurately predict total spending even
for very large populations of patients, much less the
small number of patients managed by a primary care
practice. As discussed earlier in conjunction with popu-
lation-based payments, risk adjustment systems do not
even take into consideration acute conditions, new
chronic diseases, or social determinants of health. (In
the example above, Medicare’s Hierarchical Condition
Category system would make no adjustment in expected
spending during the year if a patient had a new diagno-
sis of lung cancer, even though that would clearly be
expected to increase total Medicare spending signifi-
cantly.)
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D. Comparison to Medical Home
(Hybrid) Payment Systems

1. The Structure of Medical Home Payment
Models

A number of “medical home” payment programs have
been created by Medicare and other payers in an effort
to improve the quality of care and financial viability of
primary care practices. In addition to paying fees for
traditional office visits, most of these programs have
included some type of monthly per-patient payment that
is supposed to enable the primary care practice to deliv-
er services for which there is no fee under standard fee-
for-service systems or where the current fees are inade-
quate.

Although these “hybrid” payment models may appear
similar to the Patient-Centered Primary Care Payment
system described in Section IV because both use a com-
bination of fees and monthly payments per patient, the
two approaches are very different both in structure and
effect.

® For example, most medical home payment models
continue to pay a fee for every office visit, including
visits for exacerbations of a chronic disease, visits to
address preventive care needs, and repeat visits for
acute problems that were not correctly addressed the
first time.

® Moreover, the monthly payments are paid only for pa-
tients who are “attributed” to the practice based on
the number of office visits they make. As a result, if
the primary care practice helps patients avoid chronic
disease exacerbations, if it can ensure patients re-
ceive appropriate preventive care through telephone
or email contacts with nurses or medical assistants
rather than asking a patient to come to the primary
care office, or if it can address an acute problem ef-
fectively in a single visit, the primary care practice is
penalized financially by lower office visit revenues and
fewer attributed patients.

In contrast, the Patient-Centered Primary Care Payment
system only pays a fee for office visits to address new
acute problems, and the monthly payments are received
for any patient who enrolls for care, regardless of how
many office visits they make, so there is no such penalty.

The medical home payment models also typically include
some type of “performance-based payment” tied to qual-
ity measures. However, this has the same flaws de-
scribed earlier with pay-for-performance systems. Alt-
hough the monthly payments may enable the primary
care practice to deliver higher quality care, the perfor-
mance-based payments do little or nothing to assure
that every patient receives high-quality care.

Figure 30 shows a side-by-side comparison of the signifi-
cant differences in the structure of the Patient-Centered
Primary Care Payment system and most current medical
home payment models.

2. (In)Adequacy of Payments Under
Medical Home Payment Systems

Even if the method of paying for services is desirable, if
the amounts of payment are not adequate, the payment
system will not enable patients to receive high-quality
primary care. In contrast to Patient-Centered Primary
Care Payment, the payments in most medical home pay-
ment systems have not been explicitly designed to cover
the costs of high-quality primary care. Moreover, it has
been difficult to determine whether the payments in
these systems are adequate because of the ways in
which the payments are structured.

a. Supplemental Payments in Addition to
Standard Fees for Services

In some medical home payment systems, the primary
care practice receives payments that are explicitly in-
tended to provide more revenue than the practice would
have received under standard fee-for-service payments.
In general, however, little or no effort has been made to
ensure the amounts would be adequate to cover the
costs of delivering high-quality primary care. Moreover,
in most cases, the primary care practice is required to
take on additional administrative tasks, hire specific
kinds of staff, etc. as a condition of receiving the new
payments, and these requirements increase the cost of
operating the practice. If the additional payments are
less than the additional costs, the primary care practice
can end up worse off financially.

For example, in the Comprehensive Primary Care Plus
(CPC+) payment program developed by the Center for
Medicare and Medicaid Innovation (CMMI), primary care
practices receive a monthly Care Management Fee
(CMF) for each patient who is “attributed” to the prac-
tice, while continuing to receive standard fees for all
office visits with the patients.8?

® The amount of the CMF payment for an individual pa-
tient is based on the HCC risk score assigned to that
patient by Medicare.

® The payments are also higher if the practice is partici-
pating in “Track 2" rather than “Track 1” of the pro-
gram. On average, the payments are $15 per month
for practices in Track 1 and $28 per month for practic-
es in Track 2.

® CMMI has not provided any information justifying the
differences in these amounts or showing that the
amounts are individually or collectively adequate to
cover the costs of the additional services the practices
are expected to deliver.

Moreover, in CPC+, the payments described above are
only for the subset of a practice’s patients who are Origi-
nal Medicare beneficiaries; the evaluation of the pro-
gram has found that other health plans are either not
providing any additional payments at all or are providing
much smaller payments for the patients they insure than
Medicare is paying for its beneficiaries.88 The primary
care practices participating in CPC+ have told evaluators
that the payments they are receiving overall are not ade-

(Continued on page 50)
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FIGURE 30

Comparison of Medical Home Payment Systems and Patient-Centered Primary Care Payment

Medical Home

Patient-Centered

Wellness Care

each office visit with the physician for
advice on preventive care.

Type of Service Component Payment Systems Primary Care Payment
The PCP receives a small monthly pay-
The PCP receives a small monthly ment for each enrolled patient; the pay-
payment for each attributed patient. ment is the same regardless of whether
Payment Method In addition, the PCP receives a fee for | the practice advises the patient during

an office visit with a physician or other
means that are more convenient and
effective for the patient.

Quality Assurance

The PCP is paid for each patient and
visit regardless of whether the patient
received all evidence-based wellness
and preventive care; the amount of
the payment is only reduced if a high
percentage of other patients have
failed to receive specific screening
exams.

The PCP does not receive the monthly
payment for a patient if that patient did
not receive all evidence-based wellness
and preventive care services, unless the

patient was unable/unwilling to do so.

Acute Care

Payment Method

The PCP receives a fee for each in-
person office visit with the physician
for an acute problem; there is no fee if
the problem is handled by phone or
email.

The PCP receives a fee to address each
new acute problem; the same fee is paid
if the acute problem can be addressed
through an office visit with the physician,
through a telehealth contact with the
physician, or by a member of the staff
other than a physician.

Quality Assurance

The PCP is paid for an office visit re-
gardless of whether the patient re-
ceived appropriate services to diag-
nose and treat the problem; the PCP
may be paid for multiple visits to deliv-
er services for the same problem.

The PCP does not receive the fee if the
patient did not receive evidence-based
diagnosis and treatment for the acute
problem (unless the patient was unable/
unwilling to do so).

Chronic Condition
Care

Payment Method

The PCP receives a monthly payment
for each attributed patient who was
diagnosed with a chronic disease in
the previous year; the payment may
be higher if the patient has multiple
chronic conditions or more severe
conditions, regardless of whether the
conditions are being treated by the
PCP or a specialist. In addition, the
PCP receives a fee for each office visit
with the physician for treatment or
management of a chronic condition.

The PCP receives a monthly payment for
each enrolled patient who has a chronic
disease, including patients who are new-
ly diagnosed in the current year; the pay-
ment is higher for a patient with a com-
plex condition, but the payment does not
change based on whether services are
delivered through office visits or other

approaches.

Quality Assurance

The PCP is paid for each patient and
visit regardless of whether the patient
received all appropriate care for the
chronic condition; the amount of the
payment may be reduced if a high
percentage of other patients with the
chronic condition did not receive spe-
cific services or achieve specific out-
comes.

The PCP does not receive the payment
for a patient during a month if the pa-
tient has not received evidence-based
services for their specific condition(s)
(unless the patient is unable/unwilling to
use those services).
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(Continued from page 48)

quate to support the services they are being asked to
deliver.

b. Population-Based Payments with
Reduced Fees for Services

In other medical home payment systems, the primary
care practice receives new payments that are not intend-
ed to provide any additional revenue to the practice, but
merely to give the practice greater “flexibility” in the way
it delivers services than under standard fee-for-service
systems, e.g., by not tying the practice’s revenue as
closely to how many face-to-face office visits it delivers.
Although this flexibility can be very helpful in enabling
the practice to deliver care in a more patient-centered
way, it may not reduce the costs of operating the prac-
tice; for example, a physician will generally need to
spend as much or more time during a telehealth visit
with a patient than during an office visit. Moreover, if the
payments are based on the number of patients who had
been receiving care at the practice under the fee-for-
service payment system, then if the practice reduces the
number of patients it is caring for so that it can spend
more time with each patient, the practice will lose mon-
ey.

For example, in Track 2 of the CMMI Comprehensive Pri-
mary Care Plus program, in addition to the supplemental
Care Management Fees described earlier:

® primary care practices can receive a quarterly Compre-
hensive Primary Care Payment (CPCP) for each patient
if the practice agrees to accept lower fees for office
visits.

® practices can choose to receive either 60% of the
standard office visit fees or 35% of the standard fees.
The amount of the CPCP is then set so that it is ap-
proximately equal to 110% of the revenue the practice
would be expected to lose through the reduced fees
for visits.89 This means that the practice would only
receive 4-6% more revenue through the combination
of CPCP payments and reduced office visit fees than it
would have received through standard office visit
fees.90 Moreover, the primary care practice will still
experience a reduction in revenue if patients make
fewer visits to the practice, and since the CPCP was
based on the number of patients the practice was see-
ing under the current payment system, if the practice
reduces the number of patients it cares for, it will also
receive less revenue.

In the CMMI Primary Care First program, which is the
successor to the Comprehensive Primary Care Plus pro-
gram, the primary care practice will not receive any Care
Management Fees that are explicitly designed to provide
more revenue.91

e The practice will be paid a $40.82 “Flat Visit Fee” for
each office visit, which is less than half the average
amount it would typically receive for office visits.

® Most of the practice’s revenue will come from a new
monthly “Professional Population-Based Pay-
ment” (PBP).

¢ The amount of the PBP for a patient will depend on

the average HCC risk score for all patients, not the
risk score for the individual patient. If the patients
in the practice have an average risk profile, as is

likely for most primary care practices, the payment
will be $28 per patient per month for every patient.

¢ The PBP amount will be reduced through a
“leakage adjustment” if the patients in the primary
care practice receive services from other primary
care providers; the reduction in the PBP will be
equal to the percentage of the patient’s total prima-
ry care visits made to other providers, e.g., if a pa-
tient makes 10% of their primary care visits during
the year to a different primary care practice, the
PBP will be reduced by 10%.

¢ CMMI has not provided any justification for how the
PBP amounts were chosen, other than to indicate
that, in combination with the Flat Visit Fees, partici-
pating primary care practices should expect to re-
ceive as much or more revenue as they would have
received from traditional office visit fees.

¢. Performance-Based Payments

The third approach to medical home payment systems
has been to provide an increase in payment for the pri-
mary care practice if it achieves a specific performance
threshold on measures of quality, the utilization of spe-
cific types of healthcare services by its patients (e.g.,
Emergency Department visits or hospital admissions),
and/or the total amount of healthcare spending on all
services the primary care practice’s patients receive
from all providers. The amount of additional revenue a
primary care practice will receive depends both on the
sizes of the potential performance-based payments and
the likelihood of achieving the levels of performance
needed to receive them.

For example, in the CMMI Comprehensive Primary Care
Plus Program, primary care practices can receive a
“Performance-Based Incentive Payment” of up to $2.50
per month in Track 1 and up to $4.00 per month in
Track 2, based on the practice’s performance relative to
other primary care practices on a series of quality and
service utilization measures. The maximum amounts
represent only about 5-6% of the total revenues the
practice could receive from all of the payments in the
program, and most participating practices do not receive
the maximum amounts.

In the Primary Care First program, the performance-
based payment component is very large. The payments
the practice receives from the Professional Population-
Based Payments (PBP) and Flat Visit Fees can be in-
creased by as much as 50%, or reduced by as much as
10%, based on the practice’s performance on quality
and utilization measures. The primary determinant of
this Performance-Based Adjustment is the rate at which
the patients in the practice are hospitalized and how low
that rate is compared to the patients in other practices.
Because of the way the thresholds are defined, only a
small percentage of practices could receive the maxi-
mum 50% increase, and for many, there may be little or
no change in payment.92
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3. Adequacy of Payments Under
Current Medical Home Payment Programs

Figure 31 shows how much revenue the hypothetical
primary care practice described in Section IV might re-
ceive under the three different Medicare payment mod-
els described above and whether the revenue would be
adequate to cover the cost of operating the practice.
Since Medicare’s payment amounts are only designed
for Medicare beneficiaries, it is necessary to assume that
the practice is only providing care for Original Medicare
beneficiaries in order to determine whether the pay-
ments are adequate to support high-quality primary care.

Since Medicare beneficiaries are much more likely to
have chronic conditions and have far more primary care
visits than the general population, the calculations in
Figure 31 assume that 80% of the patients in the prac-
tice have a chronic condition, that they would make
about 4.5 visits per year to the practice under the cur-
rent payment system, and that 2 visits per year are pri-
marily for new acute problems. Since the Care Manage-
ment Fees in the Medicare models differ based on the
risk scores assigned to the patients, the calculations
assume that the distribution of risk scores for the pa-
tients in the practice is similar to the distribution for all
Medicare beneficiaries, i.e., the practice’s patients are
“average” in terms of their risk scores.

Based on the estimated times required to deliver ser-
vices discussed in Section IV, the hypothetical practice
could only provide high-quality care to about 775 Medi-
care patients with these characteristics, rather than
1,250 patients of all ages as was assumed in the anal-
yses in Section IV. The calculations in Figure 31 also
assume that all of these patients would be formally as-
signed to the practice under CMS attribution rules (this
means that the patients make at least one visit to the
primary care practice and that they receive more of their
primary care services from this practice than any other
practice), so that the practice would receive monthly pay-
ments for every one of the patients.

Figure 31 shows that if the hypothetical practice was
participating in Track 1 of CPC+ and if it received the
maximum possible performance incentive payment, the
practice would receive significantly more revenues than
under standard fee-for-service payment, but the reve-
nues would still be 12% less than the cost the practice
would incur to deliver high-quality care. This assumes
that the patients would continue to make office visits to
the practice at the same rate as they did under fee-for-
service payment. If the practice is able to address pa-
tients’ preventive care and chronic condition manage-
ment needs without as many office visits, it would re-
ceive even less revenue because it is still paid for each
office visit and most of its revenue would still be coming
from office visit fees.

If the primary care practice was participating in Track 2
of CPC+, it could receive about 16% more revenue than
needed to cover its costs. The difference in revenues
between Track 1 and Track 2 is almost entirely due to
the significantly higher Care Management Fees paid in
Track 2. Since the practice is still being paid for all office
visits, a reduction in the number of office visits would
cause its revenues to decrease, but the impact would be

lower than under Track 1 because the fees for office
visits would be lower and a much smaller percentage of
the total revenues come from office visit fees.

If the primary care practice was participating in Primary
Care First, it would receive more revenue than it would
receive under the current fee-for-service system, and
more than under Track 1 of CPC+, but less than under
Track 2 of CPC+ and less revenue than needed to cover
its costs. The exact amount of revenue it receives will
depend heavily on the exact amount of the Performance-
Based Adjustment; the simulation in Figure 31 assumes
a 20% upward adjustment, which is midway between the
maximum upward adjustment of 50% and the maximum
penalty of -10%. Although some practices could receive
higher adjustments that would generate enough reve-
nues to cover the cost of high-quality care, others would
receive lower adjustments and experience greater loss-
es. The amount of payment would also vary from year to
year, potentially by large amounts, because of the way
the Performance-Based Adjustment is determined.®3

Since Patient-Centered Primary Care Payment is explicit-
ly designed to cover the costs of delivering high-quality
primary care, Figure 31 shows that the hypothetical
practice would receive sufficient revenue to cover its
costs. The proportions of the total revenue that come
from each of the three different payment components
(wellness care, acute care, and chronic care) are differ-
ent than in the examples in Section IV because the pa-
tients are all assumed to be Medicare patients who are
more likely to have a chronic condition and more likely to
have acute problems, but the total revenues still match
the cost of operating the practice.
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FIGURE 31
Revenues Under CMMI Demonstrations vs. Patient-Centered Primary Care Payment
Patient-
CPC+ CPC+ Primary Care Centered
Standard FFS Track 1 Track 2 First Payment
Payments for Services
Reduction in Fees 40%
Avg Payment Per Office Visit $80 $80 $48 $41
CPCP/PBP $13.13 $28.00
Leakage Adjustment $0.00 -5%
Care Management Fee $15.00 $28.00
Performance Incentive Pmt $2.50 $4.00 20%
Wellness Care Per Month $7.40
Acute Visit Payment $141
Chronic Care Per Month $30.60
Patient Service Revenues
Office Visit Revenue $277,528 $277,528 $166,517 $142,360
CPCP/PBP Revenue $0 $0 $122,112 $260,400
Leakage Adjustment $0 ($13,020)
Care Mgt Fee Revenue $0 $139,500 $260,400 $0
Performance Revenue $0 $23,250 $37,200 $77,948
Wellness Care Revenue $68,820
Acute Care Revenue $218,550
Chronic Care Revenue $227,664
Total Revenue $277,528 $440,278 $586,229 $467,688 $515,034
Total Practice Expenses $504,400 $504,400 $504,400 $504,400 $504,400
Profit/Loss ($226,872) ($64,122) $81,829 ($36,712) $10,634
Assumptions:
Total patients: 775
% with chronic condition: 80%
Average Total Visits Per Year: 4.5
Average Acute Visits Per Year: 2.0
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E. Comparison to ACOs and
Global Payments

Because of the problems with traditional fee-for-service
payments and because Medicare’s primary care pay-
ment demonstration projects have only been available to
primary care practices located in specific states and re-
gions, the only alternative that has been available to
many primary care practices has been joining or forming
an Accountable Care Organization (ACO).

An ACO is an organizational structure, not a payment
system. As they were originally conceived, ACOs were
expected to involve all of the physicians, including both
primary care physicians and specialists, who were provid-
ing all or most of the services for a group of patients. By
forming an ACO, it was believed that the physicians
would have greater ability to coordinate their services
and deliver patient care more efficiently and effectively.
This, in turn, would enable the ACO physicians to collec-
tively take accountability for the overall quality of care for
the group of patients and reduce the total amount of
money spent on that care.

Although it is very desirable for patients to receive more
coordinated care, it does little good to coordinate ser-
vices if the services themselves are not being delivered
appropriately because of barriers in the payment system.
Consequently, forming an ACO will have only limited ben-
efit for patients if it is not accompanied by a better ap-
proach to paying the physicians for their services. Two
basic approaches have been used (or proposed) for pay-
ing ACOs: (1) shared savings, and (2) global payments.

1. Shared Savings Payments

As part of the Affordable Care Act, Congress created a
new program - the Medicare Shared Savings Program
(MSSP) - allowing physicians who formed an ACO to be
paid differently under Medicare. Although the law gave
CMS the authority to create multiple approaches to pay-
ing ACOs, the only payment system that Congress re-
quired CMS to use was “shared savings” and that essen-
tially has been the only approach CMS has used in the
program.

Under the shared savings payment model, there is no
change at all in the way that a primary care physician (or
any other provider) is paid for delivering an individual
service. Primary care physicians continue to be paid
standard Medicare payment amounts for the services
that Medicare pays for, and they are still paid nothing for
the services that Medicare does not pay for. If CMS de-
termines that the total spending on the Medicare benefi-
ciaries that received primary care services from the phy-
sicians in the ACO is lower than CMS projects spending
would have been in the absence of the ACO, CMS pro-
vides a bonus payment to the ACO based on a fraction of
the estimated savings, i.e., the ACO receives a share of
Medicare’s savings. However, it is impossible for the
ACO or the physicians participating in it to know whether
or not they will receive such a bonus payment or how
large it will be until after services are delivered and after
CMS calculates the spending and savings using a very
complex formula.®4

As a result, the Medicare Shared Savings Program is a
form of pay-for-performance payment, and as such, it
has the same types of problems described earlier re-
garding other types of pay-for-performance programs.
The biggest difference from other pay-for-performance
programs is that MSSP only provides a bonus payment if
spending is reduced, not if the quality of care is im-
proved with no change in spending. Poor performance
on quality measures can reduce a bonus payment if
savings has been achieved, but no matter how good the
quality of care is, the bonus will never be higher than a
predetermined percentage of the savings CMS calcu-
lates that Medicare has received.

Some primary care practices have been able to receive
large bonus payments by participating in an ACO, but
many ACOs have not qualified for any shared savings
payments. Even ACOs that have received bonus pay-
ments do not receive such payments every year. Moreo-
ver, the bonus payments, if they are awarded, come
long after services are delivered, since CMS has to first
calculate the actual spending during the year in order to
determine if savings have occurred.

Consequently, if a primary care practice that is part of
an ACO hires a nurse or behavioral health specialist in
order to deliver better care to its patients, it will incur
the additional costs for doing so but additional revenue,
if any, would come many months later. If the primary
care practice reduces the number of office visits with
patients and instead delivers care in more proactive
ways, it will lose visit-based revenues immediately, but it
would not receive a shared savings bonus until many
months later, and there would be no assurance that the
practice would receive any bonus at all, much less an
amount that is greater than the revenue it had already
lost.

Since the shared savings payment approach has failed
to produce significant savings for Medicare, CMS is now
requiring that all ACOs will have to accept “downside
risk” if they want to receive shared savings bonuses, i.e.,
the ACO will have to pay a penalty if CMS calculates that
total spending on the ACO patients has increased more
than CMS believes it should have. This is even more
problematic for small primary care practices, since they
cannot control the services hospitals deliver, the price of
drugs, and other factors that have a major effect on to-
tal spending, and they do not even receive enough reve-
nue to cover the costs of delivering high-quality primary
care, much less enough to pay penalties if spending on
hospitals and drugs increases. As discussed earlier in
conjunction with performance-based payments using
total cost of care measures, it is both inappropriate and
problematic to penalize primary care practices for
changes in spending they cannot control.

There is no greater assurance that patients will receive
high-quality care under the ACO program than under
standard fee-for-service or pay-for-performance pro-
grams. In fact, there is even less assurance of quality
care, because the physicians in the ACO could be penal-
ized if the services they deliver or order for their patients
would result in higher spending even if those services
are necessary and appropriate, and the physicians could
actually receive a bonus payment if they fail to deliver or
order expensive services even if their patients need
them.
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FIGURE 32
Comparison of Shared Savings Payment and Patient-Centered Primary Care Payment

Payments for Primary Care Services
Under Shared Savings Payment

Payments for Primary Care Services in
Patient-Centered Primary Care Payment

The primary care practice receives standard
fee-for-service payments for all services; there are no
new fees for any services that are not currently paid for.

The primary care practice receives monthly payments for
wellness care and chronic condition management, and higher
payments for diagnosis and treatment of new acute problems.

The primary care practice can receive a shared saving
bonus if it finds a way to keep patients healthier and
reduce total spending, but the bonus payment will come
long after the services are delivered. The bonus pay-
ment may or may not be large enough to cover any costs
the primary care practice incurred for hiring new staff or
any fee-for-service revenues it lost by delivering services
differently.

The payments the practice receives are set at levels that are
expected to be adequate to cover the costs of delivering those
services.

The primary care practice can receive a shared savings
bonus if it reduces spending by failing to deliver evi-
dence-based services.

The practice is not paid unless it delivers or orders all appropri-
ate, evidence-based services.

If the ACO is subject to downside risk, the primary care
practice could be penalized financially if following evi-
dence-based guidelines causing spending on the pa-
tients to increase.

The practice is paid adequately for delivering and ordering all
appropriate, evidence-based services, even if that causes total
spending on the patients to increase.

Figure 32 compares how primary care practices would
be paid under a shared savings payment model and un-
der Patient-Centered Primary Care Payment.

2. Global Payments

A number of large physician practices, independent prac-
tice associations, and health systems have withdrawn
from the Medicare Shared Savings Program or have re-
fused to participate at all because of the problematic
structure of the program and the fact that it makes no
actual changes in the way physicians and other
healthcare providers are paid for services. Some have
called for Medicare to pay ACOs using a “global pay-
ment” instead. Many of these organizations already
have capitation contracts with Medicare Advantage plans
and commercial HMO plans that pay them in similar
ways.

In response, CMS has created a new demonstration pro-
gram called “Direct Contracting” in which entities called
“Direct Contracting Entities (DCEs)” can take financial
risk for the total Medicare spending on a group of as-
signed beneficiaries and receive capitation payments
instead of fees for some or all of the services they pro-
vide.95

Whether one calls this “global payment,” “global capita-
tion,” or “direct contracting,” and whether one calls the
entity receiving the payment a DCE, ACO, or something

else, the basic concept is the same:

® a group of healthcare providers (the DCE/ACO) re-
ceives a monthly payment for each Medicare benefi-
ciary who is assigned to the group.

” u

e the payment is determined by taking the average
monthly amount that is being spent on all of the ser-
vices the patients are currently receiving, and then
reducing that amount by an arbitrary “discount” de-
signed to reduce total spending for Medicare;

® the providers in the DCE/ACO no longer receive sepa-
rate fees for the individual services they deliver to the
assigned beneficiaries. They receive the same month-
ly amount of payment regardless of how many ser-
vices or what kinds of services they deliver;

® the monthly payment amount is risk-adjusted based
on changes in the patients’ chronic conditions, but the
adjustments occur the year after a patient receives a
new diagnosis, and there is no adjustment for acute
illnesses.

e if a provider who is not a member of the DCE/ACO
delivers a service to one of the beneficiaries who is
assigned to the DCE/ACO, that provider is paid the
standard Medicare fee for that service by CMS, and
the monthly payments to the DCE/ACO are reduced by
the amount of that fee. As a result, the total amount
that Medicare spends on the assigned beneficiaries is
equal to the monthly payments to the DCE/ACO to
which those beneficiaries are assigned.

If a group of primary care practices were to accept such
a global payment system, it would have the same ad-
vantages and disadvantages described earlier for popu-
lation-based primary care payments as well as some of
the problems associated with the shared savings ap-
proach:
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® Monthly global payments would give the primary care
practices far more flexibility in delivering services than
either standard fee-for-service payment systems or the
Shared Savings Program, since the monthly payments
are not tied to how many or what types of services are
delivered. For example, a primary care practice could
use the payments to hire a nurse or deliver services
through telehealth rather than office visits.

® However, the amount of payment for primary care ser-
vices will probably be no higher than it is today, and
likely less. Since the total monthly payments will be
lower than the current level of spending due to the
discount, and since hospitals and specialists that are
not part of the DCE/ACO will continue to be paid at
standard rates and the payments for their services will
be deducted from the monthly payment, the amount
remaining for the primary care practices will likely be
less than what they currently receive.

e |f the primary care practices in the DCE/ACO spend
more on additional staff and information systems and
are able to reduce overall spending as a result, the
DCE/ACO will be able to retain the savings, but that
may or may not be enough to pay for the amount the
primary care practices spent to improve care.

e |f spending on hospitals, specialists, or drugs outside
of the DCE/ACO increase, the amount remaining for
the primary care practices in the DCE/ACO could de-
crease significantly and be insufficient to cover even
the current costs of the primary care practices’ ser-
vices.

® There is no greater assurance that patients will re-
ceive high-quality care under the global payment sys-
tem than under standard fee-for-service or pay-for-
performance programs. In fact, there is even less as-
surance of quality care than there is today, because
the physicians in the DCE/ACO could be penalized if
the services they deliver or order for their patients
would result in higher spending, even if those services
are necessary and appropriate, and the physicians
could receive a bonus payment if they fail to deliver or
order expensive services even if their patients need
them.

The financial risk for the providers in the DCE/ACO is
much greater than under the Medicare Shared Savings
Program. This risk may be manageable for a large physi-
cian organization or health system that orders and deliv-
ers most of the services that the assigned beneficiary
receives, but it is not manageable for primary care prac-
tices that only order or deliver a small fraction of those
services and that do not have significant financial re-
serves.

For example, Figure 33 shows a hypothetical group of
Medicare beneficiaries with average total annual spend-
ing of $10,000 per beneficiary. The primary care practic-
es for these beneficiaries receive an average of $500 in
fee-for-service payments during the year, representing
5% of total spending.

e |f the practices agree to accept a global payment for
these patients that is based on current spending mi-
nus a 3% discount, and if there is no change in spend-
ing on specialists and hospitals, the amount of reve-
nue remaining for the primary care practices would be
60% lower than they receive today.

e |f the primary care practices can change care for their
patients in a way that reduces the services delivered
by specialists and hospitals by 4% (i.e., slightly more
than the discount assumed in calculating the global
payment), the amount remaining for the primary care
practices would be 16% higher than what they are
receiving today.

® However, if the number of services delivered to the
patients by specialists and hospitals increase by 3%,
there would be no money left at all to pay the primary
care practices, and they would also have to pay Medi-
care $85 per patient to cover the amount by which
total spending exceeded the global payment amount.
If a practice had 250 Medicare patients, it would have
to pay CMS $21,250 ($85 x 250).

Figure 34 compares how primary care practices would
be paid under a global payment or direct contracting
model if a group of primary care practices formed a Di-
rect Contracting Entity or ACO and how they would be
paid under Patient-Centered Primary Care Payments.
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FIGURE 33
Changes in Primary Care Practice Revenues Under Global Payment/Direct Contracting
Reduction Increase
Current in Non- in Non-
Spending Change Primary | Change Primary Change
Per Global From Care From Care From
Patient Payment | Current Spending | Current Spending | Current
Payments $10,000 $9,700 -3% $9,700 -3% $9,700 -3%
Payments to Specialists/Hospitals $9,500 $9,500 0% $9,120 4% $9,785 3%
Primary Care Revenue $500 $200 -60% $580 16% ($85) -117%
Total $10,000
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FIGURE 34

Comparison of Global Payment and Patient-Centered Primary Care Payment

Payments for Primary Care Services
Under Global Payment/Direct Contracting

Payments for Primary Care Services in
Patient-Centered Primary Care Payment

The primary care practice receives a monthly payment
for each patient instead of payments for individual ser-
vices. The amount of payment is risk-adjusted based on
the patients’ chronic conditions in the previous year, but
not based on any newly diagnosed chronic conditions or
acute illnesses or injuries during the current year.

The primary care practice receives monthly payments for well-
ness care and chronic condition management for each patient,
and fees for diagnosis and treatment when patients experience
new acute problems. As a result, the practice receives higher
payments for both new and pre-existing chronic conditions and
also if multiple new acute problems occur during the year.

The primary care practice will initially receive less reve-
nue that it has in the past, because the global payment
is specifically set at a lower amount than was spent on
patients in the past, and the primary care practice only
receives what is left after all other providers are paid.

The payments the practice receives are set at levels that are
expected to be adequate to cover the costs of delivering the ser-
vices patients receive.

The primary care practice will receive an increase in rev-
enue if it finds a way to reduce spending on specialists
and hospitals, but the increase in revenue may or may
not be large enough to cover any additional costs the
primary care practice incurred to deliver additional ser-
vices.

The payments the practice receives are set at levels that are ex-
pected to be adequate to cover the costs of delivering its ser-
vices. The payments do not depend on how many services the
patients receive from specialists or hospitals.

The primary care practice can receive higher revenues if
it reduces spending by failing to deliver or order evi-

dence-based services.

The practice is not paid unless it delivers or orders all appropri-
ate, evidence-based services.

The primary care practice would receive less revenue if
following evidence-based guidelines caused total spend-
ing on the patients to increase.

The practice is paid adequately for delivering and ordering all
appropriate, evidence-based services, even if that causes total
spending on the patients to increase.

56 Patient-Centered Payment for Primary Care

\ CHQPR




F. Predictability of Revenues Under
Different Payment Systems

1. The Risks of Fee-for-Service Payment

From the primary care practice’s perspective, there is an
additional problem with fee-for-service payment systems
that has not been discussed in previous sections - the
unpredictability of the practice’s revenues. Most of the
costs of operating a primary care practice are very regu-
lar and predictable - the salaries and health insurance
for the physician and staff, the rent for the office space,
and the leases on equipment and software. However,
the revenues for the practice depend entirely on how
often patients have office visits with the physician. The
practice can attempt to fill the physician’s schedule with
as many visits as possible, but if the patients do not get
sick or choose not to come to the practice when they are
sick, the practice will lose money.

Although many people have been led to believe that pro-
viders have no “downside risk” under fee-for-service sys-
tems, they clearly have significant downside risk, since
almost all of their costs are fixed in the short run, but all
of their revenue depends on how often their patients get
sick and whether they come to the primary care practice
for services.

The magnitude of the financial risk associated with this
unpredictability in revenues became particularly appar-
ent during the coronavirus pandemic in 2020, when pa-
tients suddenly stopped making visits to primary care
practices and other healthcare providers. Primary care
practice revenues plummeted but the costs of operating
the practices did not decrease, since salaries, rent, and
other expenses still had to be paid. Many primary care
practices were already operating on thin financial mar-
gins, so the reductions in revenue caused significant
financial losses, and unlike non-profit and institutional
healthcare providers, primary care practices did not have
financial reserves that could enable them to continue
paying their bills without any source of revenue.

2. The Uncertainties and Risks of
Population-Based Payment

Since population-based payments are not tied to office
visits or other services, it might appear they would pro-
vide the most predictable revenue stream for primary
care practices and do the best job of avoiding the kinds
of financial problems that occurred during the pandemic.
However, in reality, population-based payment systems
are not as predictable as they may seem due to at least
four components that are typically included in those sys-
tems:

e Patient Attribution. In most population-based payment
systems, patients do not need to enroll with the prima-
ry care practice and there may not even be a way (or
an easy way) for them to do so. Instead, the patient’s
health insurance plan determines whether to
“attribute” the patient to a primary care practice
based on a calculation of how often the patient has
visited that primary care practice compared to other
practices. It is impossible for a primary care practice
to predict how many or which patients will be attribut-

ed to it because of the many errors that are inherent
in the attribution methodology, i.e., patients can be
receiving care from a primary care practice but not be
attributed to it, and patients can be attributed to the
practice even if they do not want to receive care there.
For example:

¢ A new patient will not be attributed to the primary
care practice until after the patient has made more
visits to the new practice than they made to their
previous primary care practice during the
“lookback” period the health plan uses for the at-
tribution methodology. For example, if attribution is
determined annually, and if a patient makes 3 visits
to their former primary care practice during January
through June and then switches to a new primary
care practice in July, the patient will not be attribut-
ed to the new practice until the following year and
then only if the patient made at least three visits to
the new practice between July and December. The
first primary care practice will continue to receive
monthly payments for the patient from July to De-
cember, even though the patient is no longer receiv-
ing services from the practice, and it may even con-
tinue to receive monthly payments the following
year if the patient did not visit the new practice of-
ten enough during the second half of the year to
trigger a change in the attribution formula.

¢ If a primary care practice is able to use the monthly
population-based payments to deliver the services a
patient needs without the patient having to come to
the practice for an office visit, or if the patient re-
mains healthy and doesn’t need to make an office
visit, the patient may no longer be attributed to the
practice, since attribution is based on where they
make office visits. The health plan has no way to
know what services the patient may be receiving if
the services are not part of a billable office visit.

In both the Comprehensive Primary Care Initiative and
the Comprehensive Primary Care Plus demonstrations,
a majority of primary care practices’ patients were not
attributed to them.96

Leakage Penalties. Even if the patient is attributed to
the practice, the monthly payment amount the prac-
tice receives may be reduced if the patient receives
primary care services from a different practice. For
example, the CMMI Primary Care First payment model
includes a “leakage adjustment” that reduces the Pro-
fessional Population-Based Payment (PBP) in direct
proportion to the number of primary care office visits
the patients made to other practices. This calculation
is based entirely on how many traditional office visits
are delivered, so if a primary care practice delivers
care in a way that is less dependent on traditional of-
fice visits, any visits its patients make to other practic-
es for any reason (e.g., while they are visiting family in
a different part of the country) could represent a signif-
icant proportion of the patients’ total visits, particularly
for relatively healthy patients, and the payments to the
primary care practice could then be reduced signifi-
cantly. One study found that adjustments in payments
to primary care practices based on whether patients
made visits to other practices or an Emergency De-
partment simply penalized those primary care practic-
es that had more high-need patients.97
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® Risk Adjustment. As discussed earlier, the risk scores
assigned to patients in commonly-used risk adjust-
ment systems do not reflect the differences in the
time required to deliver primary care services. In addi-
tion, however, the risk scores are assigned by the
health insurance plan based on diagnoses assigned to
the patient during a prior year or prior period of time.
It may be impossible for the primary care practice to
predict what risk scores will be assigned to its pa-
tients, which means it is also impossible to predict
what its payments will be.

® Performance-Based Payments/Adjustments. In most
performance-based payment systems, the perfor-
mance of the primary care practice depends not only
on what it does, but on what other primary care prac-
tices do, what other providers do, and other events
that are completely beyond the control of the primary
care practice whose performance is being assessed.
For example, in the CMMI Primary Care First payment
model, the principal factor determining the Perfor-
mance-Based Adjustment is a comparison of the rate
at which the patients in the practice are hospitalized
(for any reason) with the hospitalization rates for pa-
tients who are not part of the practice. The hospitali-
zation rate for any group of patients is affected by
many factors other than primary care services, and
analyses have shown that the majority of hospital ad-
missions are not in categories considered to be poten-
tially preventable®8, so it would be impossible for a
primary care practice to predict how much of a Perfor-
mance-Based Adjustment it would receive during the
year. Random factors affecting the need for hospitali-
zations would likely result in significant variations in
practice revenue from year to year.

Each of these factors will cause unpredictability and vari-
ability in the revenues a primary care practice will receive
under population-based payments, and in combination,
the unpredictability and variability in revenues could be
as large or larger than under current fee-for-service sys-
tems. As a result, a primary care practice will still experi-
ence significant financial risk in population-based pay-
ment systems, even if the payment amounts might ap-
pear to be adequate to cover the practice’s costs. More-
over, all of the factors listed above are still tied in some
way to the number of services that patients receive, so
any significant change in the types of services that pa-
tients are able to receive, such as during a pandemic,
could have a significant impact on the primary care prac-
tice’s revenues.

3. The Predictability of
Patient-Centered Primary Care Payment

Under the Patient-Centered Primary Care Payment sys-
tem, the practice would bill for and be paid the monthly
Wellness Care Payments and Chronic Condition Manage-
ment Payments for each patient who enrolled with the
practice to receive those services, and the patient could
remain enrolled whether they had a visit with the physi-
cian or not. The practice would know exactly how much
revenue it would receive from these payments because it
would know how many patients it had enrolled; it would
not need to wait to see how many patients were attribut-
ed to it through a health plan’s calculation that could
easily be affected by changes in the number and types of
services patients were receiving.

During a pandemic or other public health emergency, the
primary care practice would be expected to continue
delivering wellness and chronic care management ser-
vices where it was feasible to do so, and the monthly
payments would provide the flexibility to do that through
telehealth or other approaches when possible, but the
practice would not be penalized if a patient failed to re-
ceive preventive care services or tests that would have
to be delivered in person and could not be delivered due
to safety concerns or if patients were hospitalized due to
a natural disaster or an infectious disease in the commu-
nity.

Even though a significant portion of a practice’s reve-
nues under Patient-Centered Primary Care Payment
would still be based on fees for addressing acute care
problems, the fees would not be tied to in-person visits
with the physician; the physician and other practice staff
would have the flexibility to address acute care problems
through telehealth or other methods that are feasible for
the practice to safely deliver to patients during a pan-
demic, and the practice would be paid for those services.
The biggest losses for primary care practices in 2020
occurred in the initial months of the pandemic before
Medicare and other payers made payments available to
support telehealth services and before primary care
practices could gear up to begin delivering those ser-
vices. These gaps in services and losses of revenue
would never have occurred if Patient-Centered Primary
Care Payment had been available to primary care prac-
tices.
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G. Ensuring Equitable Access to
High-Quality Care for
Disadvantaged Populations

1. The Strengths and Weaknesses of
Fee-for-Service Payments for
Disadvantaged Patients

An important strength of fee-for-service payment is that if
a patient needs more services, the primary care practice
will be paid more to deliver those services. Patients who
have many health problems, whether they be chronic or
acute, may need to visit the primary care practice fre-
quently, and under standard fee-for-service payment
systems, the practice will be paid for each of those visits.

However, many patients not only need more visits, they
also need much more time during and after these visits
than a primary care practice can afford to provide be-
cause of the inadequate amounts currently paid for of-
fice visits. Moreover, it may be very difficult for patients
to come to the practice office for a visit if they have lim-
ited mobility, if they do not have access to transporta-
tion, if they cannot afford to take time off of work, etc.
Since fees have traditionally only been paid for office
visits with a physician, these patients will not be able to
receive the care they need. Although paying fees for
home-based telehealth services is helpful, it will not
solve the problem for individuals who do not have a com-
puter or smartphone, who do not have access to afforda-
ble broadband services, or who need more time than in a
typical telehealth visit.

2. Why Population-Based Payments and
Medical Home (Hybrid) Payments Can
Reduce Access to Quality Care for
Disadvantaged Patients

The population-based payments and medical home pay-
ment systems described earlier can actually make these
problems worse, not better:

® Population-based payments do not provide higher pay-
ments for patients who have new health problems,
have multiple acute health problems, or who require
more time or services due to non-medical factors. As
discussed earlier, population-based payments are
typically risk-adjusted based only on the number and
types of chronic diseases recorded for a patient during
the previous year.?® There is no increase in the pay-
ment even for a patient who:

¢ has multiple acute health problems during the year;

¢ is diagnosed for the first time with a chronic dis-
ease;

¢ has difficulty using standard medications or treat-
ments or requires more time or assistance to do so.

e Performance-based payments penalize primary care
practices that have disadvantaged patients. Perfor-
mance-based payments do not address any of the
weaknesses in fee-for-service payments. They are
focused on rewarding or penalizing primary care prac-
tices based on measures of the proportion of patients

who have received specific services and/or achieved
a particular outcome. Low-income patients may not
be able to afford or access the medications and ser-
vices required to achieve good outcomes, and some
patients may have comorbidities or other characteris-
tics that make it inappropriate for them to receive
recommended services or difficult for them to
achieve the outcomes required by the quality
measures.100 There is generally no mechanism for a
primary care practice to exclude these patients from
the measures or to adjust the definition of “quality” to
accommodate a patient-centered approach to care.
There is no mechanism for adjusting measures of
average spending or utilization based on the number
of patients who have low functional status, limited
access to community services, and other types of
disadvantages.191 Consequently, the more disadvan-
taged patients a practice treats, the more likely it will
have a lower score on quality and spending measures
and be penalized financially as a result.102

3. How Patient-Centered Primary Care
Payment Would Improve Access to Quality
Care for Disadvantaged Patients

Patient-Centered Primary Care Payment would solve the
problems with current fee-for-service payment systems
and improve access to quality care for disadvantaged
patients in three ways:

e Higher Payments for Patients With Multiple Acute
Problems. For patients who experience frequent
acute care problems, the primary care practice would
be paid an additional fee for addressing each of
those problems, similar to the current fee-for-service
system. However, unlike current fee-for-service pay-
ments:

¢ The payment would be high enough to allow the
practice to spend adequate time with the patient,
and higher amounts would be paid for patients
who need significantly more time during a visit.

¢ The payment would be flexible enough to allow the
practice to address the patient’s needs in whatev-
er way will work most effectively, whether by tele-
phone, telehealth, or a face-to-face visit.

e Higher Payments for Patients With Complex Condi-
tions. The practice will receive a higher monthly pay-
ment for those patients who have characteristics that
require the practice to spend significantly more time
managing care of a chronic condition. The higher
payment is not based on how many diseases the pa-
tient has been diagnosed with, but based on the com-
plexity of providing appropriate care for the patient.

® Accountability and Flexibility to Deliver the Most Ap-
propriate Care for Each Patient. In return for ade-
quate payments, the primary care practice would be
accountable for delivering (or at least attempting to
deliver) the care to each patient that is most appro-
priate for that specific patient. The practice would
have the flexibility to deliver different services if they
are necessary or appropriate given a patient’s unique
needs, and the practice would not be penalized if a
patient is unable or unwilling to use the recommend-
ed services.103
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H. Summary of Patient-Centered Primary Care Payment vs. Other Systems

Figure 35 summarizes the extent to which Patient-Centered Primary Care Payment and other payment methods have
characteristics that are desirable for a primary care payment system.

Figure 36 summarizes the extent to which Patient-Centered Primary Care Payment and other payment methods have

characteristics that are problematic for a primary care payment system.

FIGURE 35
Desirable Characteristics of Primary Care Payment
Patient- Current Population- Pay for Medical Global
. o Centered Fee-for- Based Performance Home Shared Payment /
Desirable Characteristics Primary Care Service Payment / on Quality Payment Savings Direct
of a Payment System Payment Payment Capitation Measures Models ACOs Contracting
The primary care practice is paid for
delivering proactive care and non-
visit-based services as well as in- YES NO YES NO YES NO YES
person office visits with a physician
The payment amounts are set at
levels expected to be adequate to
cover the costs of delivering high- YES NO NO NO NO NO NO
quality care
Each patient is assured of receiving
appropriate, high-quality care in YES NO NO NO NO NO NO
return for payment
The primary care practice receives
additional resources and flexibility
to help patients who have higher- YES NO NO NO YES NO NO
than-average needs or face barriers
in accessing services
FIGURE 36
Undesirable Characteristics of Primary Care Payment
Patient- Current Population- Pay for Medical Global
. o Centered Fee-for- Based Performance Home Shared Payment /
Undesirable Characteristics Primary Care Service Payment / on Quality Payment Savings Direct
of a Payment System Payment Payment Capitation Measures Models ACOs Contracting
Financial penalty for keeping
patients healthy NO YES NO NO YES YES NO
Financial penalty for delivering or
ordering all services that patients NO NO YES NO YES YES YES
need
Financial reward for withholding
needed services NO NO YES NO YES YES YES
Financial penalty if spending
increases or a patient experiences a
poor outcome for reasons beyond NO NO YES YES YES YES YES
the control of the primary care
practice
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VI.

Benefits and Costs of
Patient-Centered Payment

A. Improvements in Care Delivery
Under Patient-Centered
Primary Care Payment

As discussed in Section I, the current fee-for-service
payment system not only fails to pay adequately for
many services, it does not pay at all for many types of
services and for methods of delivering services that may
be more effective for individual patients than the ser-
vices that are paid for. By correcting both of these prob-
lems, Patient-Centered Primary Care Payment will allow
primary practices to significantly redesign the way they
deliver care to patients.

Appendix A illustrates how much differently and more
effectively preventive care, acute care, chronic disease
care, and behavioral health care can be delivered by a
primary care practice to different types of patients when
the practice is paid using Patient-Centered Primary Care
Payment. These examples make it clear why patient
outcomes can be expected to improve significantly when
the payment system is changed.

B. The Impact of Patient-Centered
Primary Care Payment on
Primary Care Spending

1. Increases in Medicare Spending on
Primary Care

It is clear from the analyses in Sections IV and V that the
amount currently paid for primary care services under
Original Medicare is not adequate to support the delivery
of appropriate, high-quality primary care services to
Medicare beneficiaries. As shown in Figure 31, a hypo-
thetical primary care practice that was paid for office
visits at Medicare’s rates in 2020 would only receive
about half the revenue it needs to cover its costs. Alt-
hough Medicare payments for office visits were in-
creased by about 10% in 2021, these higher amounts
will still be far less than what is needed to support high-
quality primary care.

Based on the analyses shown in Sections IV and V, Medi-
care will likely need to spend about twice as much per
beneficiary on primary care services in order to provide
adequate payments for primary care. As shown in Figure
31, the Patient-Centered Primary Care Payment amounts
required to cover the costs of primary care for Medicare
beneficiaries would generate about twice as much reve-
nue as standard Medicare payments.

Although doubling spending on primary care sounds very
expensive, estimates indicate that only 4-5% of total
Medicare spending currently goes to primary care prac-

tices.104 As a result, doubling the amount Medicare
spends on primary care would require a 4-5% increase in
total Medicare spending.

Moreover, Medicare is already increasing primary care
spending by similar amounts in its primary care payment
demonstration programs. Figure 31 shows that Medi-
care spending increases in Track 2 of CPC+ and in the
new Primary Care First program are similar to the spend-
ing increase that would occur under Patient-Centered
Primary Care Payment. However, as discussed in Sec-
tion V, both the amount and method of payment are im-
portant, and it would be far better for primary care prac-
tices to receive the increase in revenue they need
through Patient-Centered Primary Care Payment rather
than be paid through either the CPC+ or Primary Care
First approaches.

2. Changes in Spending on Primary Care by
Other Payers/Purchasers

Original Medicare pays essentially the same amount for
the same service to every primary care practice in a com-
munity. This is not true for private health plans
(including Medicare Advantage plans and Medicaid man-
aged care plans):

e Two different health plans will pay two different
amounts for the same service even when it is deliv-
ered by the same practice. Some health plans pay a
primary care practice significantly more than Medi-
care rates for primary care services, and some pay
significantly less.

e Anindividual health plan generally pays different
amounts for a service depending on which primary
care practice delivers the service, even though the
service is the same. For example, many health plans
pay significantly more than Medicare rates to large
primary care practices and significantly less than
Medicare rates to small primary care practices.

e Different health plans have different cost-sharing re-
quirements for primary care services, so patients with
similar needs may use primary care services at differ-
ent rates depending on which health plan provides
their insurance.

Under Patient-Centered Primary Care Payment, primary
care practices would receive adequate support for their
services if every payer paid the same amount for each
service to all primary care practices in the community.
Specifically:

® cvery health plan could pay the primary care practice
the same amount for wellness care services for each
of that plan’s members who enrolled with the practice
for wellness care;
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® cvery health plan could pay the practice the same
amount to address an acute problem experienced by
one of that plan’s members; and

® cvery health plan could pay the practice the same
amount for each member of the plan who has a
chronic health condition and who enrolled with the
practice to receive chronic condition management
services.

® cvery health plan would need to pay for wellness care
and chronic condition management without patient
cost-sharing and set cost-sharing amounts for acute
care visits at affordable amounts.

The payments can be payer-agnostic because they are
explicitly patient-centered, i.e., the payments are de-
signed to support the time required to deliver the specif-
ic types of services each patient needs, and the amount
of time needed for an individual patient does not de-
pend on what kind of insurance they have. Moreover,
the primary care practice should be able define the size
of its patient panel based on the amount of time it would
need to provide good care to the patients based on the
health needs of those patients, not based on what kinds
of insurance they have.

Although the payment for each service under Patient-
Centered Primary Care Payment could be the same for
every payer, the total amount spent on primary care
would differ by payer because of the differences in the
characteristics of the patients insured by different pay-
ers and purchasers. For example, Medicare will ordinari-
ly spend more per beneficiary for primary care services
than most commercial insurance plans will spend for
each of their members because Medicare beneficiaries
are more likely to have chronic conditions and to experi-
ence acute problems than the younger, healthier pa-
tients typically insured by commercial plans. However,
under the Patient-Centered Primary Care Payment sys-
tem, the higher spending per Medicare beneficiary com-
pared to younger patients would be due solely to the
differences in the needs of the patients, not because
Medicare paid more for individual services.

If two different health plans in a community had mem-
bers with similar health needs, or if two different employ-
ers had employees with similar health needs, each
health plan or employer could expect to spend similar
amounts on primary care services for those patients
under Patient-Centered Primary Care Payment. Howev-
er, because of the differences in the amounts they cur-
rently pay for primary care services, the change in
spending on primary care services under Patient-
Centered Primary Care Payment will differ significantly
for different payers and purchasers:

® Spending on primary care services might change very
little or even decrease for a health plan that currently
pays significantly more than Medicare rates and en-
courages its members to use primary care services
frequently, because the fees are already closer to ac-
tual costs, and under the Patient-Centered Primary
Care Payment system, the primary care practices
would likely be able to provide better care with even
fewer visits than the patients are making today since
the practices’ revenues would no longer be complete-
ly tied to the number of visits their patients make.

® On the other hand, spending on primary care services
could more than double for a health plan that current-
ly pays less than Medicare rates or if it has cost-
sharing requirements that discourage patients from
using primary care services. The more that a payer is
underpaying for primary care today, the greater the
increase it will need to make in the amount it spends
on primary care.

For self-insured employers and other purchasers, the
changes in primary care spending could be either larger
or smaller than what other purchasers experience, even
if their employees have similar health characteristics
and even if they use the same health plans to administer
their benefits, because the amount each purchaser is
currently spending depends on the specific primary care
practices their employees/beneficiaries use and how
much those specific practices are currently paid for their
services by the health plan(s) the employers are using.

3. Changes in Spending and Percentage of
Spending on Primary Care Do Not Indicate
the Adequacy of Primary Care Payments

This also means that the adequacy of primary care pay-
ments by a health insurance plan or purchaser cannot
be evaluated by how much the payer increases spending
on primary care. For example, if a health plan has been
paying a primary care practice only 50% of Medicare
fees, even if it doubles the amount it spends on services
delivered by the practice, that will likely fall far short of
what the practice needs to deliver high-quality care, re-
gardless of what payment method is used. Conversely, if
an insurance plan is paying relatively high fees for prima-
ry care today, its spending on primary care may need to
increase by only a small amount or its spending may
even decrease, but it needs to spend that money in a
different way - using Patient-Centered Primary Care Pay-
ment rather than solely paying fees for traditional office
visits.

The percentage of total healthcare spending that goes to
primary care practice is also a poor indicator of the ade-
quacy of primary care payment by a payer or purchaser,
because the amount spent on primary care relative to
the amount spent on other services depends on the
characteristics of the patient population and the
amounts paid for services to other providers as well as
the amounts paid for primary care services. For exam-
ple:

® For a relatively healthy group of individuals, a high
proportion of the services they need could likely be
delivered by a primary care practice, so a high per-
centage of total healthcare spending for this group
would be expected to be used for primary care.

o A relatively unhealthy group of patients will likely need
many services that cannot be delivered by a primary
care practice, such as care from specialists and sur-
geries and treatments that have to be delivered in
hospitals or other specialized facilities. For these pa-
tients, a large amount will need to be spent on these
expensive non-primary care services, so even if a large
amount is being spent on primary care, it will likely
only represent a small percentage of total spending.
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® A health plan that pays higher amounts than other
plans for services delivered by specialists, hospitals,
and other providers will spend more on those services
even if its members are using those services at simi-
lar rates. That could cause the percentage of total
spending on primary care services for that plan to be
lower than other plans, even if the plan is paying pri-
mary care practices higher amounts for services than
other payers.105

Because of this, it is both inappropriate and problematic
to set targets for the percentage of total healthcare
spending that primary care practices should receive. No
matter what target amount is used, it may be too low or
too high depending on the
characteristics of the patient

services they receive, but also on the characteristics of
those individuals, the ways that other (non-primary care)
services are delivered and paid for, and the cost-sharing
requirements for those services under their health insur-
ance. For example:

® For a relatively healthy group of individuals, better
access to higher-quality primary care could easily
cause an increase in total healthcare spending, be-
cause a higher percentage of those individuals would
likely receive screenings for cancer (e.g., colonosco-
pies and mammograms), and a higher percentage
would use the medications they need to manage
chronic conditions (e.g., medications to control cho-

lesterol and blood sugar) and

It is inappropriate and problematic to set receive regular testing to monitor

population and the community  targets for the percentage of total those conditions. Greater use of

where they are receiving care.  healthcare spending that primary care prac-

Moreover, if a payer imple-
ments other initiatives to re-
duce utilization rates or pay-
ment amounts for specialty
services that cause total
healthcare spending to de-
crease, this does not mean .
that payments for primary care er those services.
should be reduced in order to

maintain the same percentage spending.

Spending on primary care will only be adequate if the
amounts paid for primary care services are sufficient to
allow primary care practices to spend the time and hire
the appropriate staff to deliver those services. That is
the appropriate criterion for determining whether prima-
ry care payments are adequate, not the amount by
which spending has changed or the percentage of total
spending going to primary care.

C. The Impact of Higher Primary Care
Payments on Total Healthcare
Spending

Evidence indicates that total healthcare spending is low-
er in countries where individuals are able to receive high
-quality primary care than in those where they are not
able to do s0.19¢ |t is easy to see why this should be so
- if the residents of a community cannot obtain good
primary care, they will be more likely to have health
problems that could have been prevented, they will be
less likely to have health problems identified and treat-
ed early when treatment is less expensive and more
likely to be successful, and the cost of many of the ser-
vices they need will be higher if they are delivered by a
hospital emergency department or other provider than
by a primary care practice.

However, this does not mean that spending more on
primary care for a specific group of individuals, such as
the members of a health plan, the employees of a com-
pany, or the patients using certain primary care practic-
es will reduce total healthcare spending for those indi-
viduals. In some cases, total spending will decrease,
but in other cases, total spending will increase. This is
because total healthcare spending for a group of individ-
uals depends not just on the quality of the primary care

these services and medications
is important for achieving better

tices should receive. Spending on primary nhealth outcomes for the patients,
care will only be adequate if the amounts but the payments for these ser-
paid for primary care services are sufficient Vices will increase total

to allow primary care practices to spend the
time and hire the appropriate staff to deliv-

healthcare spending, at least in
the short run.

® A less-healthy group of individ-

uals will likely be receiving multi-
ple medications, more expensive medications, treat-
ments from specialists, and/or hospital procedures.
If some of these individuals are receiving tests, medi-
cations, or treatments that are inappropriate or un-
necessary, the primary care practice may be able to
help the patients avoid using these services, and this
would reduce overall spending. However, if the pa-
tients are currently receiving appropriate and neces-
sary treatments, the primary practice cannot and
should not do anything to prevent patients from re-
ceiving them; moreover, primary care physicians may
determine that some patients need additional special-
ty care services in order to more effectively address
their problems, and helping the patients get appropri-
ate care could increase total spending.

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

The goal of primary care is to improve patients’ health,
not to reduce healthcare spending. Since many patients
currently receive poor quality primary care, unnecessary
specialty services, and unnecessarily expensive treat-
ments, improving the quality of primary care will likely
result in some reduction in spending on other kinds of
services for many groups of patients. However, for the
reasons described above, one cannot assume that these
savings will completely offset the increase in spending
needed to provide adequate support for primary care.

If total spending on the patients in a primary care prac-
tices decreases, it does not necessarily mean that the
primary care practice is delivering good care to those
patients. Conversely, an increase in total spending does
not in and of itself indicate that the primary care prac-
tice is doing a poor job. Unfortunately, many efforts os-
tensibly designed to improve payments for primary care
have made the payments explicitly or implicitly contin-
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gent on whether there is a reduction in total healthcare
spending on the patients in a primary care practice. For
example:

® As discussed in Section V, many payers have imple-
mented “shared savings” payments for primary care
practices, in which the primary care practice receives
higher payments only if there is a reduction in total
healthcare spending for its patients. For the reasons
described above, good primary care may result in an
increase in total spending as well as a reduction, and
total spending may increase or decrease for reasons
that have nothing to do with the way primary care is
delivered and that are beyond the control of a primary
care practice. As a result,
the primary care practice

show improvements in quality or reductions in spend-

ing.
If total healthcare spending increases when primary
care practices are paid adequately and are delivering
high quality care, this does not mean the payments to
primary care are too high or that there is not enough
“incentive” for the primary care practice to reduce
healthcare spending. It is more likely to mean that not
enough is being done to change the way specialists and
hospitals are paid or to provide information to primary
care practices on the relative costs of different provid-
ers. Most of the primary care demonstration programs
implemented by Medicare and other payers do nothing

to change the way other provid-

If total healthcare spending increases when  ers are paid or to increase trans-

may receive little or nothing primary care practices are paid adequately parency about the cost of ser-

in terms of a shared savings
bonus. If the primary care
practice restructured its

and are delivering high quality care, this
does not mean the payments to primary success of the primary care

vices the other providers deliver,
yet the programs measure the

operations to provide better ~care are too high or that there is not practices based on whether

care to patients, the prac-

if it does receive a shared
savings payment, since the
shared savings payment
amounts are not designed

. enough “incentive” for the primary care Spendingon those other provid-
tice could lose money even  practice to reduce healthcare spending. It
is more likely to mean that not enough is Moreover, the calculations of
being done to change the way specialists Savings’ used in evaluations
and hospitals are paid or to provide infor-

ers decreases.

and shared savings models im-
plicitly assume that total spend-

to coverthe costs of deliver- - matjon to primary care practices on the rel- ing will remain the same if

ing high-quality care. More-
over, shared savings pay-
ment systems create a per-
verse financial incentive for a primary care practice to
withhold ordering needed services from patients in an
effort to avoid an increase in total spending or to re-
ceive a share of the savings that result when patients
receive fewer services.

® Primary care payment initiatives and demonstration
projects have been deemed successes or failures
based on whether an evaluation shows there was a
reduction in total spending on the patients. For exam-
ple, even though the evaluations of Medicare’s Com-
prehensive Primary Care Plus demonstration have
indicated that the quality of care increased and
spending on non-primary care services decreased, the
program is not being continued or expanded because
the reductions in other spending were not large
enough to completely offset the increases in primary
care spending.

® In an effort to avoid increasing total spending, primary
care payment initiatives provide payments that are
too small to support the delivery of high-quality care.
For example, CMMI is replacing CPC+ with the Primary
Care First demonstration project, which (as shown in
Figure 31) does not pay adequately for primary care
services and also makes a large proportion of the pri-
mary care practice’s revenue contingent on things it
cannot control. Since payments are inadequate, it is
less likely that an evaluation of this new program will

ative costs of different providers.

spending on primary care does
not increase. Inadequate pay-
ments for primary care are forcing many primary care
practices to close and new physicians are being discour-
aged from entering the field. If access to primary care is
significantly reduced, it is likely that spending on other
services will increase, both in the short run and the long
run. The correct “benchmark” for calculating changes in
spending is not the current level of spending, but the
higher spending that would result if access to high-
quality primary care services continues to decline. How-
ever, since it is impossible to know how much higher
spending would be if access to quality primary care ser-
vices continues to decrease, it is also impossible to ac-
curately determine the true impact on total spending
from paying adequate amounts for primary care.

The right way to evaluate a primary care payment model
is by whether it has provided sufficient resources to cov-
er the costs of delivering high-quality primary care ser-
vices to every patient, and whether the accountability
component ensures that every patient is receiving ap-
propriate, high-quality care. Unfortunately, Congress
required the Center for Medicare and Medicaid Innova-
tion (CMMI) to focus on projects that will reduce total
Medicare spending. Moreover, CMMI is prohibited from
continuing or expanding a demonstration project unless
the CMS Office of the Actuary certifies that total spend-
ing will not increase, and as a practical matter, the Actu-
ary will never certify a CMMI model unless an evaluation
shows that it actually reduced total Medicare spending.

Consequently, unless Congress changes the statute, it is
unlikely that CMMI would ever implement a demonstra-
tion program using Patient-Centered Primary Care Pay-
ment or any other payment model that provides ade-
quate support to primary care.
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D. The Economic Value of Better
Health and More Patient-Centered
Service Delivery

While too much weight has been placed on the impact of
primary care on total healthcare spending, too little
weight has been placed on the beneficial impacts effec-
tive primary care can have on worker productivity. Work-
ing-age individuals who have poorly managed chronic
conditions or who have untreated or improperly treated
acute health problems are likely to either be completely
absent from work or to have what is often called
“presenteeism,” i.e., the individual is on the job but is
not functioning efficiently or effectively. Analyses have
estimated that for many types of common health prob-
lems, the cost of lost productivity from both absentee-
ism and presenteeism is much greater than the amount
spent on healthcare services to treat them.107

Many of the health problems that have the biggest im-
pacts on worker productivity can be effectively treated or
managed by primary care practices if they have the time
and resources to do so. If workers stay healthy and if
they can have their health issues addressed effectively
without having to make multiple visits to different physi-
cians, they will spend less time away from work and be
more productive when they are working.

Patient-Centered Primary Care Payment can help prima-
ry care practices improve worker productivity in several
different ways:

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

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

® The primary care practice will be accountable for de-
livering the evidence-based services to each patient
that are most likely to successfully address their
health problems, and it will have adequate time and
staff to help patients understand and successfully
use those services.

® The primary care practice will also be accountable for
monitoring how well patients are doing so it can modi-
fy treatments (or diagnoses) when the initial evidence-
based services are not working well for a particular
patient.

Unfortunately, most evaluations of improved payments
for primary care have not even examined the impacts
better primary care services have on worker productivity.
This is because (1) many of the evaluations have fo-
cused primarily on Medicare beneficiaries, most of
whom are not working, (2) the measure of success is

defined as reductions in healthcare spending or compli-
ance with quality measures, not the ability of patients to
work, and (3) it is far easier to measure changes in
healthcare spending than changes in worker productivi-
ty. Of course, if a primary care payment reform does not
provide payments that are large enough or flexible
enough to allow care to be delivered in significantly dif-
ferent ways, it is unlikely that an evaluation would find
large impacts on worker productivity even if they were
measured.

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

The monetary benefits of higher productivity may well
offset any net cost of higher primary care. However, the
benefits of higher productivity accrue to the employer
and employees, not to the employees’ health insurance
plan. The cost of higher spending on primary care will be
passed on directly to self-insured employers, but for
small businesses and individuals that purchase health
insurance directly, higher spending for primary care will
need to come out of the premiums collected by the
health insurance companies. The benefits of improved
productivity for the small businesses and workers would
help to offset any increase in insurance premiums they
might need to pay.
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VILI.

Implementing Patient-Centered
Primary Care Payment

Three sets of actions will be needed to implement
Patient-Centered Primary Care Payment:

® The parameters for billing and payment of primary
care practices must be defined.

® The clinical guidelines and related tools must be avail-
able to ensure that appropriate, high-quality care is
delivered.

® Payers must implement the changes in payments for
primary care practices and cost-sharing requirements
for patients.

A. Operationalizing Billing and
Payment

Two actions will be needed in order to enable primary
care practices to bill and be paid for primary care ser-
vices under Patient-Centered Primary Care Payment:
(1) creating billing codes for the services primary care
practices will deliver, and (2) assigning adequate pay-
ment amounts to those billing codes.

1. Creation of Billing Codes and Rules

As discussed in Section IV-B-2, for patients who have
insurance coverage, the primary care practice would be
paid by submitting a claim form each month to the pa-
tient’s health insurance plan. The claim form would in-
clude the codes for one or more of the new payments in
Patient-Centered Primary Care Payment (i.e., the month-
ly Wellness Care Payment, the Acute Care Visit Fee, etc.)
when the practice has delivered the services associated
with those payments to the patient during the month.

Ideally, these codes should be part of the standard set
of CPT® (Current Procedural Terminology) codes that
describe the services physicians deliver. The American
Medical Association’s CPT Editorial Panel should estab-
lish a formal definition for each of the patient-centered

primary care services (e.g., a month of Wellness Care)

and assign a specific CPT code to that definition.

Many people mistakenly believe that because CPT codes
are the basis of payment in the current fee-for-service
payment system, CPT codes cannot be used for different
methods of paying for services, such as monthly pay-
ments or bundled payments. However, there are cur-
rently CPT codes for certain kinds of monthly and bun-
dled services (e.g., CPT Code 99490 is used to pay for a
month of chronic care management services, and CPT
Codes 90951-90966 are used to pay for a month of
services to patients with End Stage Renal Disease), so
there is no reason why CPT codes cannot be created for
each of the services/payments under Patient-Centered
Primary Care Payment.

Although there are some existing CPT codes that are
similar to some of the service concepts in Patient-
Centered Primary Care Payment, an important principle
of the CPT system is that physicians should only use a
code if they have delivered the service that is specifically
defined in the code, and they should not use a code for a
service that is merely similar to the service they have
actually delivered. The services described in Section IV
are different from the services described in current CPT
codes, so current CPT codes could not be used. For ex-
ample, the current CPT code for Chronic Care Manage-
ment (CPT Code 99490) is only applicable to patients
with two or more chronic conditions that place the pa-
tient at significant risk of death, acute exacerbation, or
functional decline and the patient must receive at least
20 minutes of clinical staff time during the month,
whereas the monthly Chronic Condition Management
code in Patient-Centered Primary Care Payment
(“XX031") would include patients with one chronic dis-
ease and it would require the delivery of all appropriate
evidence-based services to the patient, not simply that a
specific amount of time was spent on the patient’s care.

When the CPT Editorial Panel creates a new code, it also
specifies whether there are any other CPT codes that
should not be used for the same patient during the
same period of time. These rules are then incorporated
into the National Correct Coding Initiative (NCCI) Proce-
dure-to-Procedure (PTP) Column One/Column Two Cor-
rect Coding edit file108 to ensure a claim containing the
ineligible codes would not be paid. For example, under
Patient-Centered Primary Care Payment:

® a practice that bills for services using the codes for
Wellness Care, an Acute Care Visit, and Chronic Condi-
tion Management should not also bill for services us-
ing existing Evaluation and Management Services CPT
codes for Office or Other Outpatient Visits with Estab-
lished Patients (CPT codes 99211, 99212, 99213,
99214, and 99215) or for Chronic Care Management
Services (CPT codes 99490, 99487, and 99489).

® on the other hand, the practice should be able to con-
tinue billing for other Evaluation and Management
Services codes when appropriate; for example, the
CPT codes for Initial Hospital Care (99221-99223)
and Subsequent Hospital Care (99231-99233) would
still be used if the physician is managing the care of a
patient during a hospital stay.

Temporary Billing Codes
Until CPT Codes Are Created

If the new CPT codes have not been established by the
time a payer is willing to begin using Patient-Centered
Primary Care Payment to pay a primary care practice, the
practice could begin billing using a combination of two
types of existing codes:
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e “Unlisted” service CPT codes. There are a number of
CPT codes that exist for the explicit purpose of allow-
ing physicians to bill for delivering a service that is not
accurately described by any other CPT codes. For
example, CPT code 99499 is for an “Unlisted evalua-
tion and management service” and CPT code 99429
is for an “Unlisted preventive medicine service.”

e Existing HCPCS Codes. There are a number of “G-
codes” (so named because the codes all begin with
the letter G) in the Healthcare Common Procedure
Coding System (HCPCS) that have been created to
allow Medicare payments for services that are not
described by CPT codes. Some of these G-codes are
used routinely to pay for services for any Medicare
beneficiary, while others are used only in Medicare
demonstration programs. There are a number of G-
codes that were created for use in demonstration
programs that are no longer operational and could be
re-purposed for implementation of Patient-Centered
Primary Care Payment, such as the G9001-G9012
codes that were created for use in the Medicare Coor-
dinated Care Demonstration. There are also a series
of “S-codes” that were created for use by private pay-
ers and “T-codes” that were created for use by Medi-
caid programs that could be used for Patient-
Centered Primary Care Payment, such as S0281
(Medical home program, comprehensive care coordi-
nation and planning, maintenance of plan), SO311
(Comprehensive management and care coordination
for advanced illness, per calendar month), and T2023
(Targeted case management, per month).

The payer and the primary care practice would simply
need to agree (as part of their payment contract) which
code the practice will use to bill for each of the services
in Patient-Centered Primary Care Payment and the
amount the payer will pay for a claim with each code.
For example, Figure 37 shows codes that could be used
temporarily for each of the payments in Patient-
Centered Primary Care Payment.

Once the permanent CPT codes are established, the
primary care practice would begin using those codes
instead of the unlisted CPT codes and G-codes.

2. Assigning Adequate Payment Amounts

As discussed at length in Section IV, no matter how de-
sirable the method of payment is, if the amounts of the
payments are not adequate, a primary care practice will
not be able to deliver high-quality care. Consequently,
once the CPT codes for Patient-Centered Primary Care
Payment are defined, an adequate payment amount
needs to be assigned to each code.

The RBRVS System for Determining Payments for
Physician Services

The amount that Medicare and most health plans cur-
rently pay for a service delivered by a physician is deter-
mined through a two-step process: (1) the CPT code for
the service is assigned a Relative Value Amount (RVU)
and (2) the RVU is multiplied by a Conversion Factor.

All current CPT codes are assigned a specific Work RVU
(Relative Value Amount) that is intended to reflect the
amount of time and effort that a physician needs to de-
vote to delivering the service described by that CPT code
relative to other types of services. The Work RVU is a
ratio compared to other services, not an absolute meas-
ure such as hours; for example, an RVU of 1.5 means
that the work involved for that service is 50% greater
than a service with an RVU of 1.0.

Each CPT code is also assigned (1) a Practice Expense
RVU to reflect the relative costs of staff, office space,
etc. associated with delivering the service compared to
other services, and (2) a Professional Liability Insurance
RVU to reflect the relative cost of malpractice insurance
for that type of service. These three RVU amounts are
summed to determine the Total RVU for the CPT code.
The RVU amounts for all of the CPT codes are collective-
ly known as the Resource-Based Relative Value Scale
(RBRVS).

In order to determine the actual dollar amount paid for
each service, the RVU amount for each CPT code has to
be multiplied by a Conversion Factor. The Conversion
Factor can change from year to year based on inflation
and other factors, and it can differ in different communi-
ties to reflect geographic differences in unit costs. Us-
ing a Conversion Factor allows the dollar amounts of all
services to be uniformly adjusted for these factors, while

FIGURE 37
Temporary Billing Codes for Patient-Centered Primary Care Payment
Permanent Patient-Centered
Code Primary Care Service Temporary Code

XX010 Wellness Care (Monthly)

99429 (Unlisted preventive medicine service)

XX011 Transitional Care Management (Month)

99199 (Unlisted special service)

XX012 Integrated Behavioral Healthcare (Monthly)

90899 (Unlisted psychiatric service or procedure)

XX020 Acute Care Visit Fee (Per Event)

99499 (Unlisted evaluation and management service)

XX030 Initial Mgt of a Chronic Condition (Month)

G9001 (Coordinated care fee, initial rate)

XX031 Management of a Chronic Condition (Monthly)

G9002 (Coordinated care fee, maintenance rate)

XX032 Management of Complex Condition (Monthly)

G9005 (Coordinated care fee, risk adjusted maintenance)
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using the RVUs ensures the payments for different ser-
vices remain proportional to the differences in time and
costs between those services.

How RVUs Are Assigned to Services

The RBRVS system was first used in 1992 to pay for phy-
sician services for Medicare beneficiaries. The initial
RVU value for each CPT code was based on a study con-
ducted by Harvard University, but since then, RVUs for
new services and adjustments to the RVUs for existing
services have been developed by the American Medical
Association/Specialty Society RVS Update Committee,
commonly known as the “RUC.” When the CPT Editorial
Panel creates a new CPT code, the RUC develops a rec-
ommendation on the number of RVUs that should be
assigned to that code. The RUC also reviews and makes
adjustments to the RVU amounts for existing CPT codes
when there is reason to believe they are no longer accu-
rate.109

In most cases, the Centers for Medicare and Medicaid
Services (CMS) uses the RVU values recommended by
the RUC in determining Medicare payments, but it is not
obligated to do so, and in some cases, it assigns a differ-
ent number of RVUs to a CPT code than what the RUC
has recommended.

How Conversion Factors Are Determined

The RUC’s role is limited to determining the appropriate
number of RVUs for a service. The conversion factor
used to convert the RVUs into a dollar amount of pay-
ment is established by each individual payer (i.e., Medi-
care or a health insurance plan).

In the Medicare program, the Center for Medicare and
Medicaid Services (CMS) establishes a new conversion
factor each year through regulation, using a methodology
specified in statute. The Medicare conversion factor was
originally supposed to be increased every year by an Up-
date Factor designed to reflect inflation (as measured by
the Medicare Economic Index). However, Congress now
specifies the annual Update Factor in law, and it is no
longer based on actual inflation amounts.110

Although the law requires the use of the RBRVS system
in Original Medicare, there is no requirement for com-
mercial health plans, Medicare Advantage plans, and
Medicaid plans to use the system in determining the
amounts they pay for services. Moreover, although Med-
icare uses the same conversion factor for all physician
practices in the same community, private payers typically
use different conversion factors for different physician
practices, so they may pay very different amounts for the
same service depending on which physician practice
delivers that service.

The Cause of Inadequate Payments for Services
Under RBRVS

Under the RBRVS system, the amount Medicare or a
health insurance plan pays for a service can be below
the cost of delivering that service either because the
RVU value for the service is too low or because the con-
version factor used by the payer is too low. Many people
have inappropriately blamed inadequate payments for

primary care services on the RVU values assigned to the
services by the RUC111, when the problem has actually
been caused by the conversion factors used by Medi-
care and other payers:

e The conversion factor used by Medicare is too low.
No matter how accurate the RVU value is, if the con-
version factor is too low, the resulting payment
amount will not be adequate. The conversion factors
that Medicare has used are too low for two reasons:

¢ Small Annual Updates. From 2016 to 2018, the
Update Factor was only 0.5%, the Update Factor in
2019 was 0.25%, and beginning in 2020, the Up-
date Factor is 0.0% (i.e., there will be no change at
all in the conversion factor based on inflation).112
Since these updates are below the rate of inflation,
the dollar amounts of payments for all physician
services have decreased in real (i.e., inflation-
adjusted) terms each year and will continue to do
so. Moreover, since payment rates for services
delivered in hospitals are not only higher but are
increased each year based on inflation, the gap
between the amount Medicare pays a physician
practice vs. a hospital to deliver the exact same
service increases every year.

¢ Budget Neutrality Requirements. Medicare spend-
ing on physician services is required by law to be
“budget neutral.” This means that when new types
of services are created or when the RVUs assigned
to existing services are increased because more
time or cost is required, the overall conversion fac-
tor will be reduced (or increased by a smaller
amount than otherwise) in order to prevent total
spending from increasing more than the annual
update amount.113 A reduction in the conversion
factor means that the payment for all services will
be reduced. Because of this law, creation of a new
surgical procedure means that the amount Medi-
care pays for primary care services will be reduced,
and conversely, increasing the RVU values for pri-
mary care services, or paying for additional types
of primary care services, will result in a reduction
in payments for surgeries and other services. For
example, in 2021, after the RUC recommended
increasing RVU values for office visits significantly
and CMS agreed to use the higher RVU values,
CMS reduced the conversion factor by 10.2% to
offset the higher spending that was expected to
result from the higher RVUs. The result was that
payments for office visits did not increase as much
as the RVU values increased, and payments for
surgeries and other procedures were reduced.

As a result of both the low annual updates and the
budget neutrality requirements, the Medicare Con-
version Factor in 2021 is almost 9% lower than it
was two decades earlier in 2001, even though the
amounts that physician practices have to pay for
staff, insurance, supplies, and office space have in-
creased during that time.

e Payers other than Medicare use lower conversion
factors for some primary care practices or do not use
the RBRVS system at all. Health insurance plans that
use RBRVS do not need to use the Medicare Conver-
sion Factor and they frequently use different conver-
sion factors for different physician practices. If a pri-

68 Patient-Centered Payment for Primary Care

\ CHQPR



vate health plan pays primary care practices using a
lower conversion factor than it uses for specialty prac-
tices, the effect is the same as if the plan had re-
duced the RVU amounts for primary care services.
Some payers use fee schedules for services that bear
no relation to the RBRVS structure.

e Medicare and other payers do not pay anything for
some primary care services, even when a CPT code
and RVU amount has been assigned. The fact that
there is a CPT code and RVU amount assigned to a
service does not guarantee that Medicare or a health
plan will actually pay for the service when it is deliv-
ered. For example, there have been CPT codes for
evaluation and management services conducted by
telephone since 2008 (99441-99443), and the RUC
assigned RVUs to these codes when they were creat-
ed, but the codes were not authorized for payment in
Medicare until CMS changed the rules during the
coronavirus pandemic in 2020. In effect, a Medicare
conversion factor of $0 had been assigned to those
services before 2020. Similarly, the CPT codes for
evaluation and management services allow those
services to be delivered through telehealth technolo-
gies rather than only in a physician’s office, but until
2020, Medicare and other payers would not pay if the
services were delivered through telehealth to a pa-
tient in their own home.

Incorporating Patient-Centered
Primary Care Payments Into RBRVS

Primary care practices will still bill and be paid for many
current CPT codes under Patient-Centered Primary Care
Payment (e.g., for procedures and for initial office visits
with new patients). Rather than create a completely
different approach for determining the appropriate
amounts for the new payments under Patient-Centered
Primary Care Payment, it would be desirable to use the
RBRVS system.

® The American Medical Association/Specialty Society
RVS Update Committee (RUC) should assign appropri-

ate RVU amounts for each of the new CPT codes for
Patient-Centered Primary Care Payment.

® Medicare and health insurance plans should use ap-
propriate Conversion Factors to convert the RVUs for
Patient-Centered Primary Care Payment CPT codes
into adequate payments for participating primary care
practices.

Setting the RVUs for CPT Codes in
Patient-Centered Primary Care Payment

Initially, it will be impossible for the RUC (or anyone else)
to determine exactly what RVU amounts are “right” for
the Patient-Centered Primary Care Payment CPT codes.
There is very little data on how much time and cost is
involved in delivering the services because the current
payment system prevents primary care practices from
delivering services in the desired way. As shown in Sec-
tion IV, one can estimate what the appropriate amounts
might be, but then, after the services are being deliv-
ered, the amounts will need to be revised based on in-
formation about the actual time and costs required.

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

In fact, the RUC engaged in exactly this type of process
for primary care in 2008 when it was asked by CMS to
recommend RVUs for payments under a medical home
demonstration project that was mandated by Con-
gress.114 The RUC developed recommended RVU
amounts for the types of payments CMS was planning to
make by estimating the amount of time that physicians
would need to spend carrying out additional medical
home services for Medicare beneficiaries based on the
types of services and the characteristics of the benefi-
ciaries. The RUC also estimated the amount of time that
nurses would need to spend providing services to the
patients and the need for non-personnel resources such
as an Electronic Health Record, in order to determine
what the Practice Expense RVUs should be.115

After the RUC establishes RVUs for the new Patient-
Centered Primary Care Payment CPT codes, it can also
re-examine the RVUs assigned to the existing CPT codes
that primary care practices would continue to use, such
as the payments for visits with new patients and delivery
of procedures, to ensure the RVUs are adequate and
appropriate in light of the changes in the patient panel
sizes expected under the new payment system. If neces-
sary, the RUC could recommend the creation of new CPT
codes or modifiers to properly reflect the different ways
that primary care practices deliver services or the differ-
ent costs associated with services delivered in primary
care practices.

Using an Appropriate Conversion Factor in
Patient-Centered Primary Care Payment

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

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

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

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

These estimates could be made using calculations simi-
lar to those used in the simulations shown in Section IV.

The appropriate Conversion Factor can then be deter-
mined by dividing the estimated total revenue needed by
the estimated total RVUs for the services that would be
delivered, i.e., since the actual total revenue would be

\ CHQPR

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

69



the sum of the RVUs times the Conversion Factor, the
appropriate Conversion Factor would be the ratio of the
total revenue needed and the sum of the RVUs.

These types of calculations are not typically carried out
by the RUC, but the RVU values the RUC assigns will be
of little benefit if they are not converted into adequate
payment amounts. To address this:

o The American Medical Association/Specialty Society
RVS Update Committee (RUC) should conduct or com-
mission a special analysis to determine an appropri-
ate conversion factor for Patient-Centered Primary
Care Payment CPT codes. Many of the data and as-
sumptions needed to calculate the RVUs would also
be used to make the calculations required for the
Conversion Factor.

e Alternatively, organizations such as the Patient-
Centered Primary Care Collaborative or the Medical
Group Management Association could carry out this
analysis. The analysis could combine the data assem-
bled by the RUC in setting the RVUs with information
about the actual unit costs in practices, and be made
publicly available for use by payers and purchasers.

The Conversion Factor that is needed is likely to be sig-
nificantly higher than the standard Conversion Factor in
Medicare because of the problems with the Medicare
Conversion Factor described earlier. Consequently, for
primary care practices receiving Patient-Centered Prima-
ry Care Payment, CMS will need to make an adjustment
to the payment amounts that would be determined using
its standard Conversion Factor. This will not be difficult
to do, since CMS already makes a number of “policy ad-
justments” to the payment amounts calculated by multi-
plying RVUs by the standard Conversion Factor, including
reductions for non-participating physicians, bonuses for
physicians practicing in Health Professional Shortage
Areas, and increases or decreases specified under the
Quality Payment Program based on performance in the
Merit-Based Incentive Payment System and participation
in Alternative Payment Models. CMS also makes adjust-
ments to the payments for certain services delivered by
primary care practices that are participating in Track 2 of
the Comprehensive Primary Care Plus demonstration.
The adjustment needed for primary care practices re-
ceiving Patient-Centered Primary Care Payment would
simply be an addition to this existing list of adjustments.

For private insurance plans, the Conversion Factor need-
ed to create adequate payments may be higher or lower
than what the plan is currently using for an individual
primary care practice. If an increase is needed, the
health plan could make an adjustment to the payments,
similar to what is described for Medicare.

Using Temporary Payment Amounts Until RVUs Are
Established

If the RVUs have not been determined by the time a pay-
er wants to begin using Patient-Centered Primary Care
Payment to pay a primary care practice, the payer and
the practice could simply agree on the payment amounts
that would be used for each billing code. The estimated
payment amounts described in Section IV-D could be
used as a starting point, with appropriate adjustments
based on community-specific costs, etc.

If the RVUs have been determined but appropriate Con-
version Factors have not been otherwise established,
the estimated payment amounts described in Section IV-
D could be divided by the RVUs to calculate initial Con-
version Factors.

B. Operationalizing Accountability for
Quality and Utilization

As explained in Section IV-C, in order to bill for one of the
services in Patient-Centered Primary Care Payment, the
primary care practice would need to deliver services to
the patient consistent with a Clinical Practice Guideline
(CPQ), Clinical Pathway, or Standardized Clinical Assess-
ment and Management Plan (SCAMP) that is appropri-
ate for the patient or document the reasons for devia-
tion. In particular:

® in order to bill for a monthly Wellness Care Manage-
ment payment for a patient, the practice would need
to have delivered or ordered wellness and preventive
care services appropriate for that patient that are
consistent with a CPG, Pathway, or SCAMP, or have
documented the reasons for deviation. If the primary
care practice also delivers integrated behavioral
healthcare services, it could bill for a monthly Inte-
grated Behavioral Healthcare Payment for each pa-
tient if it has carried out appropriate behavioral health
screenings and any necessary interventions for pa-
tients consistent with a CPG, Pathway, or SCAMP, or it
has documented the reasons for not doing so.

® in order to bill for a monthly Chronic Condition Man-
agement payment for a patient, the practice would
need to have delivered or ordered services consistent
with a CPG, Pathway, or SCAMP that is applicable to
the patient’s chronic condition (or combination of con-
ditions), or documented the reasons for deviation.

® in order to bill for an Acute Care Visit Fee for an indi-
vidual patient, the practice would need to have deliv-
ered services to that patient that are consistent with a
CPG, Pathway, or SCAMP that is appropriate for the
patient’s acute problem or symptoms, or to have doc-
umented the reasons for deviation.

In addition, the primary care practice would need to use
a Standardized Assessment, Information, and Network-
ing Technology (SAINT) to identify and prioritize any
problems the patient was experiencing in order to take
actions to address those problems consistent with a
CPG, Pathway, or SCAMP.

1. Using Existing Clinical Practice Guidelines/
Pathways

Fortunately, Clinical Practice Guidelines already exist for
most of problems and conditions commonly addressed
by primary care practices and also for many less-
common conditions, so this aspect of Patient-Centered
Primary Care Payment can be implemented immediate-
ly. For example:

e Acute Back Pain: The Institute for Clinical Systems
Improvement (ICSI) has developed guidelines for diag-
nosis and treatment of acute and subacute low back
pain in adults.116
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e Upper Respiratory lliness: The Institute for Clinical
Systems Improvement (ICSI) has developed guide-
lines for diagnosis and treatment of respiratory illness
symptoms.117

e Preventive Care: The United States Preventive Ser-
vices Task Force (USPSTF) has developed recommen-
dations for the types of screenings and preventive
services appropriate for a wide range of different
health conditions.118 |n addition to the individual
USPSTF recommendations, overall guidelines incorpo-
rating all of the recommendations have been devel-
oped.119

e Asthma: The National Asthma Education and Preven-
tion Program Coordinating Committee has developed
guidelines for the diagnosis and management of asth-
ma.120

® Depression: The Institute for Clinical Systems Im-
provement (ICSI) has developed guidelines for diag-
nosis and treatment of adult depression in primary
care.121

® Diabetes: The American Diabetes Association has
developed a detailed Standard of Medical Care in
Diabetes122, and the American Association of Clinical
Endocrinologists and American College of Endocrinol-
ogy have jointly developed a Comprehensive Type 2
Diabetes Management Algorithm.123

® Ischemic Heart Disease: The American College of Car-
diology, American College of Physicians, American
Heart Association, American Association for Thoracic
Surgery, Preventive Cardiovascular Nurses Associa-
tion, Society for Cardiovascular Angiography and In-
terventions, and Society of Thoracic Surgeons have
jointly developed a set of guidelines for diagnosis and
management of patients with stable ischemic heart
disease.124

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

based on what is best for patients.

Clinical Practice Guidelines vs. Quality Measures
and Prior Authorization

An examination of any of these guidelines demonstrates
that they provide a far more comprehensive and patient-
centered way of assuring the delivery of high-quality
care to every patient than the simplistic and problematic
quality measures currently being used to evaluate pri-
mary care services. For example, the Glycemic Control
Algorithm developed by the American Association of
Clinical Endocrinologists and American College of Endo-
crinology explicitly indicates that the target level for
HbA1c should be higher for patients with concurrent
serious illnesses or who are at risk for hypoglycemia,
that different treatments are appropriate depending on
the patient’s HbAlc level when they began treatment,
and that the appropriate initial treatment for patients
who have an HbA1c level over 9.0% will depend on the

nature of the symptoms that patient is experiencing.125
In contrast, in the HbA1c quality measure most common-
ly used by payers, the only thing that matters is whether
the most recent HbA1c level is over 9.0%.

Moreover, most of the guidelines are specifically de-
signed to avoid overuse of expensive services in a more
patient-centered way than current payer-designed prior
authorization programs. For example, the ICSI guide-
lines for acute back pain specifically identify the “red
flags” that would warrant ordering an imaging study126,
rather than treating all imaging studies as being inappro-
priate the way that prior authorization programs created
by payers implicitly do. The guidelines for ischemic heart
disease are specifically designed to avoid unnecessary
use of cardiac stress testing, cardiac imaging, and cardi-
ac catheterization, while also avoiding undertesting pa-
tients in a way that could lead to preventable heart at-
tacks or death.127 |n contrast, in a prior authorization
process, an employee of a health insurance plan cannot
possibly make good decisions about appropriateness of
cardiac tests when they have not actually examined the
patient or talked with them about the many different
aspects of their symptoms and history that are required
to make good clinical decisions.

Since use of the guidelines would achieve the stated
goals of quality measurement and prior authorization
programs more effectively than those programs do them-
selves, there is neither a need nor any benefit to have
health insurance plans develop their own guidelines or
to require the use of different guidelines. Indeed, it
would be inappropriate for physicians to treat patients
differently simply because of the type of insurance they
have or to use guidelines that are designed primarily to
save money for a health insurance plan rather than to
ensure patients get the most appropriate care.

Facilitating Use of Clinical Practice Guidelines by
Primary Care Physicians

Primary care physicians diagnose and treat a large and
diverse set of problems and conditions. As illustrated
above, Clinical Practice Guidelines exist for most of the
symptoms and diseases that are commonly addressed
by primary care practices and also for many less-
common conditions. The guidelines for individual dis-
eases are typically developed by physicians who special-
ize in treating that disease, although the guidelines are
then used by primary care physicians as well as by spe-
cialists. Use of the same guidelines by both primary care
physicians and specialists also helps to ensure coordi-
nated approaches to care when both a primary care phy-
sician and a specialist are providing care to an individual
patient.

As a result of this, however, the guidelines that primary
care physicians would use will come from many different
sources. Although it is not essential that every primary
care practice use the exact same set of guidelines, it
would be far easier for primary practices to use guide-
lines and identify the best available evidence if they can
easily access all of the relevant guidelines from a single
source, rather than each individual primary care practice
trying to assemble all of the relevant guidelines itself. In
some cases, such as diabetes, there are guidelines de-
veloped by different organizations that may differ in
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terms of the specific types of patients and situations
they address, the most recent studies they used, and
the interpretation of the results of those studies, and
primary care physicians would likely find it helpful to

know how to best utilize both sets of guidelines.

Guideline developers should work together to create a
mechanism for primary care practices to easily access
all of the guidelines that they would commonly use and
to resolve any conflicts among different guidelines. For
example, the American Medical Association could coordi-
nate an effort by medical specialty societies and multi-
stakeholder collaboratives to assemble the guidelines
they have developed in a way that facilitates their use by
primary care practices.

Keeping Clinical Practice Guidelines Up to Date

An enormous amount of time and effort is needed to
assemble a set of clinical practice guidelines. In addi-
tion, every year, new medications and technologies are
developed and there is new evidence about the appro-
priateness and effectiveness of different approaches to
diagnosis and treatment, and so additional time and
effort are needed to update guidelines so they incorpo-
rate the most current evidence and treatment options.

Government agencies (such as the Agency for

Healthcare Research and Quality and the Centers for
Medicare and Medicaid Services) and charitable founda-
tions that want to improve the quality of healthcare
should provide funding to medical specialty societies
and multi-stakeholder collaboratives so they have the
resources necessary to develop and maintain clinical

practice guidelines free of commercial influence.

2. Creating Effective Clinical Decision Support

Good Clinical Practice Guidelines and Clinical Pathways
are inherently detailed and complex because of the tre-
mendous variation in the characteristics of patients and
the characteristics of their health problems. This is also
why they are better than the current approach to quality
measurement, since most quality measures implicitly
assume that the same approach to care is appropriate
for all patients.

However, because clinical practice guidelines are com-
plex, and because the diversity of patients seen by pri-
mary care physicians will require the use of multiple sets
of guidelines, applying the appropriate guidelines to
each patient will require a significant amount of time by
the primary care physician and practice. This time is
essential to high-quality care, and the amounts paid to
the practice under Patient-Centered Primary Care Pay-
ment must be adequate to support this time.

The time required by a primary care practice to use Clini-
cal Practice Guidelines or Pathways could potentially be
reduced if the practice had access to an electronic Clini-
cal Decision Support system that included all of the
most current guidelines and that made it easy for the
physician to identify and correctly apply the appropriate
guideline or pathway.128 However, most current Clinical
Decision Support systems or Electronic Health Records
focus primarily on encouraging physician practices to
adhere to narrowly-defined quality measures, rather

than helping them identify and use the most appropriate
evidence for each individual patient. The use of Patient-
Centered Primary Care Payment could cause this to
change, but the enhanced capability will likely also in-
crease the amount the primary care practice will have to
spend on an EHR system that has the appropriate capa-
bilities.

The certification requirements for Electronic Health Rec-
ord systems should be modified to require that the
“clinical decision support” component of the EHR be

based on all of the most current guidelines and that this
component be easy for clinicians to use.

Physicians should not be required to use Clinical Deci-
sion Support systems, however. The “Meaningful Use”
program created by the federal government demonstrat-
ed the problems of requiring physicians to use IT sys-
tems without first assuring that those systems work effi-
ciently and effectively. Under Patient-Centered Primary
Care Payment, physicians will have to use clinical prac-
tice guidelines, and if a CDS system works well at an
affordable cost, physicians will likely want to use the
CDS system. Vendors of such systems will then have a
clear financial incentive to make sure they do work well
for physicians and patients. However, the payments
physicians receive for delivering services will need to be
large enough to support the time and costs involved in
buying and using CDS systems.

3. Supporting the Use of SCAMPs and
Clinical Registries in Primary Care

Although existing Clinical Practice Guidelines for com-
mon conditions are extensive and detailed, they do not
and cannot define what is best for every individual pa-
tient. In most cases, the evidence underling the guide-
lines indicates which approaches to diagnosis and treat-
ment have a higher probability of success for most pa-
tients, not which approach is best or is guaranteed to
succeed for every patient. In particular, there is only
limited evidence about which approaches are more ef-
fective for patients with multiple health problems or who
face barriers in using standard approaches to diagnosis
and treatment, so most guidelines provide less guid-
ance about what to do in these cases.

This is why it is essential that the primary care physician
have the flexibility to deviate from the guidelines when
appropriate. The flexibility to deviate is particularly im-
portant when using Clinical Pathways. Pathways go be-
yond traditional Clinical Practice Guidelines by designat-
ing one preferred approach to diagnosis or treatment
when evidence does not indicate which approach is
clearly best. While clinical pathways can be desirable
for reducing unnecessary variation in diagnosis and
treatment, blindly following a pathway for every patient
can result in some patients receiving inappropriate care.
Many initiatives designed to improve care using clinical
pathways expect that physicians will only do what is rec-
ommended in the pathway about 80% of the time, since
there is not sufficient evidence to enable the pathway to
define what is desirable for every individual patient. A
significantly lower rate of adherence than this would
suggest that there may be unnecessary variation in
care, but a significantly higher rate of adherence could
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suggest that care is not being customized appropriately
to patients’ needs. Significant deviations from any tar-
get adherence rate can only be used as an indicator
that a more detailed examination of the reasons for
deviation may be appropriate, not that services should
automatically be viewed as inappropriate.

In addition, although detailed Clinical Practice Guide-
lines and Clinical Pathways are available for the most
common conditions primary care physicians deal with,
primary care physicians also see patients who have un-
usual problems for which there are no guidelines or
where the guidelines are based on much more limited
evidence. In these cases, primary care physicians must
have the ability to use an approach to diagnosis and
treatment that they and the patient believe will be best.

Moving From Guidelines/Pathways to SCAMPs

However, there must also be a process for developing
the evidence necessary to fill the gaps in current clinical
practice guidelines and to update the guidelines as new
treatments and approaches to care delivery are devel-
oped. Although randomized control trials are the gold
standard for generating evidence about whether a par-
ticular treatment is effective or more effective than oth-
er approaches, such trials are not feasible or appropri-
ate in all cases, particularly when there are only small
numbers of patients with specific characteristics and/or
health problems.

As discussed in Section IV-C, a Standardized Clinical
Assessment and Management Plan (SCAMP) is a mech-
anism for not only using existing evidence to guide deci-
sions but also for filling the gaps in evidence where ran-
domized trials are not feasible. Information collected
about the situations in which deviations from the guide-
lines were needed or where the guidelines are silent
can be analyzed by the physicians who are developing
guidelines and pathways to assess the relative effective-
ness of the approaches that are actually used for these
patients in clinical practice. Findings from these anal-
yses can then be used in an iterative fashion to provide
preliminary guidance to primary care physicians about
what approaches to use when similar cases appear in
the future and to collect additional information on what
is done and the outcomes that result. When sufficient
evidence is available about what approaches are effec-
tive, it can be used to expand the formal guidelines.

Although SCAMPs for specialized services have been
developed by small groups of interested physician prac-
tices and multi-physician specialty groups, SCAMPs for
primary care will need a large number of physicians or
practices to participate in order to generate enough in-
formation to provide an effective means of improving
guidelines. An essential tool for collecting and analyzing
data for a SCAMP from multiple physician practices is a
Clinical Data Registry (CDR). A CDR is essentially a da-
tabase that assembles information from multiple physi-
cian practices in a way that supports analysis and re-
search on the effectiveness of different approaches to
diagnosis and treatment for patients with specific char-
acteristics.

A number of CDRs have been created by medical spe-
cialty societies and other groups that are being used for

this purpose. For example, the American College of Car-
diology’s PINNACLE registry was created in 2008 and
has been used for more than a decade to analyze care
processes and outcomes for patients with coronary ar-
tery disease, hypertension, heart failure, and atrial fibril-
lation.129 |n 2014, the American College of Cardiology,
the American College of Physicians, the American Diabe-
tes Association, the American Association of Clinical
Endocrinologists and the Joslin Diabetes Center created
the Diabetes Collaborative Registry to play a similar role
for patients with diabetes and prediabetes.130 The PIN-
NACLE registry and the Diabetes Collaborative Registry
are operated in a coordinated way, since many patients
have both diabetes and heart conditions and one of the
goals of effective treatment of diabetes is to prevent
development or exacerbation of heart conditions.

Creating and maintaining registries is an expensive en-
deavor, both for the specialty societies that manage
them and for the physician practices that submit data to
them. Many existing registries have been forced to de-
vote most of their time and resources to calculating nar-
rowly-defined quality measures for pay-for-performance
programs in order to make it worthwhile for physicians
to participate, rather than expanding and strengthening
the evidence for clinical practice guidelines. The Cen-
ters for Medicare and Medicaid Service has a program
to designate “Qualified Clinical Data Regis-

tries” (QCDRs), but the requirements are focused on
their ability to collect and report specific quality
measures that CMS is willing to use in its Merit-Based
Incentive Payment System (MIPS) program, not on trying
to support the development of new evidence about what
works and does not work effectively for patients who are
not well served by typical quality measures.

Government agencies (such as the Agency for
Healthcare Research and Quality and the Patient-
Centered Outcomes Research Institute) and charitable
foundations that want to support development of evi-
dence about healthcare quality and effectiveness

should provide funding to support the development of
SCAMPs and the use of Clinical Data Registries.

Patient-Centered Primary Care Payment amounts should
be large enough to ensure that primary care physicians

have the resources needed to participate in CDRs and
the time needed to document the reasons for deviations

from guidelines in order to support a true SCAMP pro-
cess.

4. Using a SAINT Designed for Primary Care

The use of Clinical Practice Guidelines/Pathways is nec-
essary but not sufficient to ensure patients are receiving
appropriate and high-quality care for health problems;
the physician must also have a means to identify when
their patients are having health problems and to deter-
mine whether prescribed treatments are working effec-
tively for the patients. Similarly, documenting the rea-
sons for deviations from existing guidelines is necessary
but not sufficient for enabling a SCAMP to expand the
evidence about what is effective; physicians must also
have a way of collecting data on the outcomes that re-
sult from their treatment decisions.

\ CHQPR

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

73



As discussed in Section IV-C, this requires a Standard-
ized Assessment, Information, and Networking Technolo-
gy (SAINT). Fortunately, there is already a SAINT availa-
ble for primary care called How’s Your Health that can
be used immediately by primary care practices that par-
ticipate in Patient-Centered Primary Care Payment.131
Although it is currently available for use at no cost to
primary care practices thanks to the generosity of Dart-
mouth College and its faculty, it is unreasonable to ex-
pect that it can to continue to operate for free forever.
Moreover, if additional resources were available, the
capabilities of the system could be enhanced to make it
easier for patients and physicians to use and to support
its use as part of SCAMPs.

Government agencies (such as the Agency for
Healthcare Research and Quality and the Patient-
Centered Outcomes Research Institute) and charitable
foundations that want to support development and use
of patient-reported outcomes should provide funding to
support enhancements to the How’s Your Health sys-

tem. Patient-Centered Primary Care Payment amounts
should be adequate to allow primary care practices to

pay modest subscription fees to support the continued
operation of How's Your Health system and enhance-
ments 1o its capabilities.

The use of How’s Your Health would not preclude the
development or use of additional types of Patient Re-
ported Outcome (PRO) measures. However, collecting
and using such measures will require an investment of
time and money by physician practices as well as by pa-
tients; those costs would need to be estimated and ap-
propriate adjustments made in payments to the physi-
cian practices before the PROs could be used routinely.

C. Making Patient-Centered
Primary Care Payment Available to
Primary Care Practices

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

As discussed in Section IV-G, a primary care practice
would not be forced to wait for all of its current payers to
implement Patient-Centered Primary Care Payment in
order for the practice to deliver higher-quality care to at
least a subset of its patients. Because primary care phy-
sicians will need to have smaller patient panels under
Patient-Centered Primary Care Payment than they typi-
cally do today, a primary care practice could still receive
sufficient revenues to cover its costs as long as a large-
enough subset of its current payers implement the new
payments. However, if one or more health plans refused
to pay the practice using Patient-Centered Primary Care
Payment, the practice would likely be forced to stop de-
livering care to the patients insured by those health

plans, because it could not afford to do so with standard
payments and it would be unfair to the patients whose
plans are paying appropriately if the practice tried to
deliver services to too many patients.

This is essentially what is happening today with primary
care practices that convert to the Direct Primary Care
model. Most Direct Primary Care practices don’t accept
payments from any health insurance plans, and they
have much smaller patient panels than other practices,
which is one of the reasons primary care physicians
have been attracted to this approach. When a primary
care practice converts to Direct Primary Care, it has to
tell its existing patients that it cannot continue providing
care to them unless they are willing and able to pay the
practice directly for their care (or if their employer will do
S0).

The goal should be to give every citizen the ability to
receive high-quality primary care services regardless of
what type of insurance they have, rather than exacer-
bate existing inequities in access to quality care. Conse-
quently:

Every payer — every commercial insurance plan, every

Medicare Advantage plan, every Medicaid Managed
Care Organization, every state Medicaid agency, and

Original (fee-for-service) Medicare — should make Pa-

tient-Centered Primary Care Payment available to any

primary care practice providing services to the patients
insured by that payer so that all patients have the oppor-

tunity to receive high-quality primary care.

Making Patient-Centered Primary Care Payment availa-
ble to all primary care practices does not mean that a
payer should require that every practice be paid in this
way. Some practices may not be willing or able to imme-
diately change the way they deliver care consistent with
the expectations of Patient-Centered Primary Care Pay-
ment. There is no need to hold back the practices that
are willing to change, or to delay payments for practices
that are already delivering high-quality care and losing
money doing so.

This is the same approach used in most existing Medi-
care and state multi-payer primary care payment pro-
grams. Participation by primary care practices is volun-
tary, so some primary care practices receive different
payments while others continue to receive standard pay-
ments. Because Patient-Centered Primary Care Pay-
ment would use existing claims payment systems in re-
sponse to billing codes submitted by the primary care
practice, any payer could easily make the new payments
to some primary care practices while continuing to pay
other practices the same way they do today.

There is no need to mandate participation, because
most primary care practices want a better system than
they have today and most practices will likely want to
participate once they see that a payer is implementing
Patient-Centered Primary Care Payment properly. More-
over, once patients see how much better primary care
can be under a better payment system, they will want to
receive the kind of care that practices can deliver when
they participate in the Patient-Centered Primary Care
Payment system. As long as patients have a choice of
which primary care practices to use, the patients can
switch to a primary care practice that delivers patient-
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centered care, which will help to encourage practices to
begin using Patient-Centered Primary Care Payment.

Ensuring that every payer makes Patient-Centered Pri-
mary Care Payment available to primary care practices
will require different kinds of actions for each type of
payer, including actions by citizens and businesses as
well as health insurance companies and government
insurance programs.

1. Changes in Payments From
Private Insurance Plans

The majority of individuals living in the U.S. have health
insurance from a commercial insurance plan, obtained
either through their employer or directly from the insur-
ance company. This is particularly true for individuals
under age 65, who will receive some of the greatest
long-term benefits of receiving good primary care. Con-
sequently, it is essential that commercial insurance
plans implement Patient-Centered Primary Care Pay-
ment.

a. Why Private Health Plans Are Unlikely to
Change on Their Own

to pay primary care practices differently, it needs a
health insurance company or third-party administrator
(TPA) that is willing to implement the changes in its
claims processing system, and any increased admin-
istrative costs involved in that will reduce profits for
the insurance company or TPA.

Benefits From Being a Free Rider. In any community
where there are multiple health plans, if most health
plans implemented Patient-Centered Primary Care
Payment, an individual plan would benefit by not do-
ing so. A primary care practice will need to change
the way it delivers services in order to succeed under
Patient-Centered Primary Care Payment, and it will
not want to deliver care to patients in different ways
based on the type of insurance the patient has. Con-
sequently, if a patient has insurance coverage from a
“free rider” - a payer that does not implement Patient
-Centered Primary Care Payment - the patient will
likely receive the benefits of the higher-quality care
while the patient’s insurance company avoids spend-
ing additional money on primary care services or in-
curring additional administrative costs. The free rider
would make higher profits than the payers that do
implement Patient-Centered Primary Care Payment,
and the free rider could also charge lower premiums

(or lower fees to self-insured businesses) in order to
attract business away from the other health plans.
Since every health plan would benefit from being a
free rider, there is a disincentive for every health plan
to implement the changes.

Unfortunately, it is unlikely that most private insurance
companies will implement Patient-Centered Primary
Care Payment without significant pressure from busi-
nesses and citizens. There are three reasons for this:

e Lower Profits from Higher Spending on Primary Care.
For insurance plans funded through premiums, pay-
ing primary care practices more than they receive
today will increase the insurance plan’s “medical
loss” and reduce the insurance company’s profit.
Even if higher-quality primary care results in an over-
all reduction in total health care spending, this is un-
likely to occur immediately. Moreover, if a reduction
in overall spending does occur, that would also cause
a reduction in the health insurance plan’s profits.
Under federal law, a commercial health insurance
plan must spend 80-85% (i.e., the “minimum medical
loss ratio”) of their premium revenues on healthcare
services.132 That means that if there is a reduction in
total healthcare spending, the insurance company
would be required to reduce its administrative costs
or profits.

These problematic incentives also explain why the
“primary care medical home payment” programs creat-
ed by most health insurance plans fall far short of what
primary care practices need. The two most common
approaches are to provide small bonus payments based
on claims-based quality measures or small monthly pay-
ments for each patient who is “attributed” to the primary
care practice. These approaches are attractive because
(a) the plan does not need to change its claims payment
system at all, (b) the payments are very small so the
impact on the plan’s spending is small, and (c) if the
primary care practice actually improves care in a way
that reduces reliance on office visits, the plan may save
more from the reduction in spending on office visits
than it pays in the bonuses or small monthly payments.
However, these token changes do not actually solve the
problems in the current payment system that prevent
primary care practices from delivering higher-quality
care or provide them with adequate revenues to do so.

e Administrative Costs for Implementation. Making
changes in contracts with primary care practices, in
benefit designs for patients, and in the internal sys-
tems used to make payments will temporarily in-
crease the insurance company’s administrative costs,
which will reduce its profits in the short term. The
administrative cost of implementing Patient-Centered
Primary Care Payment will be relatively small because
the use of CPT codes will allow the payments to be
implemented easily within the health insurance com-
pany’s existing claims payment system, and the addi-
tional costs will only occur temporarily when the
changes are initially made. However, any increase at
all in the plan’s administrative costs will translate into
a reduction in profits for the insurance company.

This is also true for insurance companies that are
simply processing claims for self-insured businesses
and other purchasers; even if the purchaser is willing

b. Encouraging Health Insurance Plans to Use
Patient-Centered Primary Care Payments

Most employers and citizens likely have no idea that the
health insurance plan they are using is paying their pri-
mary care physician in a way that prevents the physician
and primary care practice from delivering high-quality
care. Even if they are aware of the problem, they may
not know what they can do about it.

The strongest and perhaps only economic incentive for a
health insurance plan to pay differently for primary care
will be if it believes that doing so would significantly in-
crease its membership or that failure to do so would
cause it to lose a large number of customers. Conse-
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quently, it will be essential for employers and individuals
to choose health insurance plans that pay primary care
practices using Patient-Centered Primary Care Payment.
No one employer or patient acting alone will have a big
enough impact to change what health insurance compa-
nies do, particularly large insurance companies, so a
large number of employers and individuals will all need
to begin using health plans that implement Patient-
Centered Primary Care Payment.

Self-insured purchasers should use health plans that
implement Patient-Centered Primary Care Payment.

The decisions made by large employers about which
health insurance plans to use will likely have the biggest
impact on those plans’ willingness to change, simply
because of the large number of plan members who will
be affected.

The majority of individuals who have employer-
sponsored health insurance in the U.S. are actually in-
sured by their employer, not by the health insurance
company that administers the plan. Most medium-size
businesses do not buy health insurance policies for their
employees per se, and hardly any large employers do.
Instead, these employers are “self-insured,” meaning
that they are at risk for spending on the covered
healthcare services their employees receive, not the
health insurance company. The health insurance com-
pany merely processes and pays the claims for services,
and then sends a bill for the spending to the employer.
This arrangement is referred to as “Administrative Ser-
vices Only” (ASO) and the health insurance company is
acting as a “Third Party Administrator” (TPA).

As a result, for self-insured employers, increases or de-
creases in spending on primary care affect the employ-
er’s profits, not the profits of the health insurance com-
pany or TPA. Moreover, as discussed in Section VI-D, if
primary care practices can deliver care more efficiently
and effectively, the employer will benefit from improve-
ments in employee productivity as well as any savings
on other healthcare services. Conversely, there is no
economic incentive for a health insurance company or
TPA to pay primary care practices using Patient-Centered
Primary Care Payment unless employers are choosing
TPAs based on how they pay for primary care.

Consequently, if self-insured employers make it clear
that they will only use TPAs that implement Patient-
Centered Primary Care Payment, that will create a strong
incentive for health insurance companies to implement
them. Since a TPA is only processing claims and admin-
istering benefits, it does not need to be an insurance
company, so if insurance companies are unwilling to
implement Patient-Centered Primary Care Payment, oth-
er types of TPAs may be willing to do so.

Businesses should work together through purchaser
coalitions to select health plans that implement Patient-

Centered Primary Care Payment.

What matters to an individual primary care practice is
how many of its own patients have insurance plans that
pay for services using Patient-Centered Primary Care
Payment. The majority of employers in any community
are small businesses, and only a few patients in a prima-
ry care practice will be employees of the same employer,
so if only one or two employers in the community change

to a health plan that pays for services using Patient-
Centered Primary Care Payment, that will have only a
small impact on the practice’s revenues.

Moreover, because most of the businesses in a commu-
nity are small, each of them will represent only a small
proportion of a health insurance company’s business,
so a decision by any one employer to change to a differ-
ent health insurance plan will have little impact on
health plans’ willingness to change the way they pay
primary care practices. Even businesses that are large
nationally because they have operations in many differ-
ent communities typically employ only a small propor-
tion of the total residents of any individual community.

However, by acting collectively, employers can have a
much greater impact on what a health insurance com-
pany will be willing to do and on the revenues that pri-
mary care practices in the community will receive. The
employers can accomplish this by forming a healthcare
purchasing coalition and either using information as-
sembled through the coalition to make similar decisions
about which plans to purchase, or by having the coali-
tion purchase health insurance or contract for TPA ser-
vices collectively on their behalf. This is particularly
important in regions where there is one dominant pri-
vate health insurance company; other insurance com-
panies are only likely to enter the market if there is a
critical mass of purchasers that are willing to change
the insurance plan they use.

A purchaser coalition does not need to be limited to one
community or state. Since primary care practices in all
communities want to be paid differently by private
health plans, and since most health plans provide insur-
ance in multiple communities and many provide insur-
ance in multiple states, a bigger impact can be
achieved if the employers in several communities work
together collectively.

If a health plan is selling insurance to multiple employ-
ers in a region, it may also be more willing to sell insur-
ance to individual community residents who purchase
health insurance on an insurance exchange, so the ac-
tions employers in the community take could influence
the individual insurance market as well as the group
insurance market for their employees.

Purchasers should ensure that health plans implement
Patient-Centered Primary Care Payment fully and cor-

rectly.

It will be important for employers and other purchasers
to be precise about what it means for a health insur-
ance plan to implement Patient-Centered Primary Care
Payment for primary care practices. The same factors
that lead health insurance plans to resist implementing
Patient-Centered Primary Care Payment at all will give
them an incentive to modify the structure of the pay-
ments in ways that are favorable to the plan but not
necessarily favorable to primary care practices or their
patients. For example, although the CMMI Comprehen-
sive Primary Care Plus demonstration is represented as
a multi-payer project, evaluations have shown that the
payments made by commercial health plans that are
nominally participating in the demonstration are smaller
and structured differently from the payments Medicare
is providing.133
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Implementing Patient-Centered Primary Care Payment
fully and correctly means both adding new payments in
the right way and also taking away existing require-
ments:

e Payments Must Be Made for All of the New Billing
Codes. The primary care practice should be paid for
each of the new billing codes for patients who enroll
for the services described in Section IV-B. Simply
adding a new monthly payment on top of the existing
structure does not solve the problems with the cur-
rent payment system.

e The Payments for All New Billing Codes Must Be Ade-
gquate. The payment amounts for the new billing
codes must be at the levels determined to be ade-
quate through the process described in Section IV-D.
It will do little good to change the method of payment
if the amounts of payment are not adequate to allow
the practice to spend adequate time with patients
and hire the appropriate staff.

e Pay-for-Performance Programs Must Be Eliminated.
The amounts the practice is paid should not be ad-
justed using quality or utilization measures, nor
should the practice be financially penalized in any
other way based on such measures. These programs
simply increase administrative costs and take time
away from patient care, and they do nothing to im-
prove quality or reduce overall spending.

® Prior Authorization Requirements Must Be Eliminat-
ed. The practice should not be required to obtain
prior authorizations for any of the services that it de-
livers or orders for patients. Prior authorization pro-
grams increase administrative costs and take time
away from patient care, and they can harm patients.

® Patient Cost-Sharing Requirements Must Be Changed
Appropriately. The payments should not be subject
to deductibles, there should be no copayments or co-
insurance for the monthly payments, and the cost-
sharing for acute visits should be affordable for pa-
tients. It will do little good to improve the way prima-
ry care is delivered if patients cannot afford to re-
ceive it or are discouraged from doing so by unneces-
sary financial barriers.

It will be difficult for small employers and individuals to
choose health insurance plans that use Patient-
Centered Primary Care Payment if health plans do not
provide clear information about the way they pay for
primary care. Many health insurance plans tell busi-
nesses and patients that they are using “value-based
payments” or “medical home payments” with no details
on exactly what that means. To help address this:

® State insurance departments and state insurance
exchanges could require health insurance plans to
disclose the payment systems they use to pay prima-
ry care practices and to explicitly indicate whether
Patient-Centered Primary Care Payment is one of the
options available.

® Medical societies could survey primary care practices
to find out which health plans have actually imple-
mented Patient-Centered Primary Care Payment in
the correct way.

If residents of the community have choices about which

health insurance plan to use, primary care practices can
refuse to contract with plans that do not use Patient-

Centered Primary Care Payment.

Primary care practices can encourage health insurance
companies to use Patient-Centered Primary Care Pay-
ment by refusing to contract with a health plan that
does not. As long as there are health insurance plans
that use Patient-Centered Primary Care Payment and
that are affordable and available to residents of the
community, the patients who want to continue receiving
care from a high-quality practice could simply change to
one of those health plans.134

Moreover, because health insurance plans are required
to meet minimum standards for network adequacy, if a
health insurance plan cannot contract with a sufficient
number of primary care practices in a community, it will
not be able to sell insurance in the community.

This strategy will work best if the primary care practices
in the community work collaboratively with employers or
a purchasing coalition in a coordinated effort to change
the way all health insurance plans pay for primary care
services:

® |n order for employers to switch health plans based
on the method the plan uses to pay for primary care,
they will want to know there are primary care practic-
es that will deliver better care to their employees us-
ing those payments.

e |f most of the employers in the community are moving
toward health plans that use Patient-Centered Prima-
ry Care Payment, it will be more likely that all of a
practice’s patients will have such plans available to
them and the practice can implement the necessary
changes in care delivery.

In @a number of communities, non-profit multi-
stakeholder Regional Health Improvement Collabora-
tives have brought multiple payers and providers togeth-
er to agree on a common payment methodology to sup-
port improved care delivery.135 Although concerns are
often raised about whether such discussions violate
antitrust law, antitrust prohibitions focus primarily on
payers or providers agreeing on a common price for ser-
vices, not on developing a common method of pay-
ment.136 An alternative approach is for state govern-
ments to coordinate statewide or community-wide im-
plementation of Patient-Centered Primary Care Pay-
ment, using the state action exemption under federal
antitrust law.
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2. Changes in Medicare Payments

The second largest group of patients is Medicare benefi-
ciaries. In order to deliver high-quality primary care to all
Medicare beneficiaries, primary care practices need to
receive Patient-Centered Primary Care Payment from
both Original Medicare and Medicare Advantage plans.

a. Changing the way Medicare Advantage Plans
Pay for Primary Care

More than one-third of Medicare beneficiaries are en-
rolled in Medicare Advantage (MA) plans. These plans
receive a capitated payment from CMS for each benefi-
ciary who enrolls in the plan. Each Medicare Advantage
plan is required to pay for the same kinds of services
that are covered under Original Medicare, but the plan is
not required to pay healthcare providers the same
amounts or the same way as Original Medicare pays or
to use the same cost-sharing formulas for beneficiaries.

Unfortunately, since they are private health insurance
plans, Medicare Advantage plans are likely to resist im-
plementing Patient-Centered Primary Care Payment for
all of the same reasons described earlier for other pri-
vate insurance plans, i.e., the impacts on their adminis-
trative costs and profits and the advantages of being a
free rider. Similarly, the only significant economic incen-
tive for a Medicare Advantage plan to change the way it
pays primary care practices will be if it believes that it
would increase its membership by doing so or that fail-
ure to do so will cause it to lose members.

Two approaches will help create the necessary incen-
tives for Medicare Advantage plans to implement Patient
-Centered Primary Care Payment:

Medicare beneficiaries who have chosen to enroll in a
Medicare Advantage plan should choose a plan that

makes Patient-Centered Primary Care Payment available
to primary care practices.

Most Medicare beneficiaries likely have no idea that the
Medicare Advantage plan they choose because of low
premiums and other benefits may be helping to force
their primary care practice out of business, or that their
primary care physician could provide them with better
care if their health insurance plan paid in a different
way.

In 2021, the average Medicare beneficiary could choose
among 33 Medicare Advantage plans, but more than
half did not even compare the options.137 In order for
beneficiaries to select plans that use Patient-Centered
Primary Care Payment, they could simply ask their pri-
mary care physician which MA plans pay that way. Alter-
natively, either CMS or state insurance departments
could require MA plans to disclose the payment systems
they use to pay primary care practices and to explicitly
indicate whether Patient-Centered Primary Care Pay-
ment is one of the options available, so the information
can be provided to Medicare beneficiaries.

If Original Medicare implements Patient-Centered Prima-
ry Care Payment, Medicare beneficiaries could also
choose to remain in Original Medicare or switch back to
Original Medicare rather than enrolling in a Medicare
Advantage plan.

Primary care practices can refuse to contract with
Medicare Advantage plans that do not use Patient-

Centered Primary Care Payment.

Primary care practices can encourage Medicare Ad-
vantage plans to use Patient-Centered Primary Care Pay-
ment by refusing to contract with those that do not.
Since most Medicare beneficiaries have a choice of Med-
icare Advantage plans as well as the choice of remaining
in Original Medicare, even if a beneficiary’s primary care
practice stops contracting with the beneficiary’s current
insurance plan, the beneficiary could continue to receive
care from the practice simply by changing plans.

Moreover, if a Medicare Advantage enrollee receives
care from a provider that is not contracting with the pa-
tient’s MA plan, the plan is required to pay the provider
the same amounts that would be paid under Original
Medicare. If Patient-Centered Primary Care Payment is
implemented for Original Medicare beneficiaries, the
practice could still deliver care to the beneficiary and be
paid adequately and appropriately. Since Medicare Ad-
vantage plans are required to meet minimum standards
for network adequacy, if a plan does not contract with a
sufficient number of primary care practices in a commu-
nity, it will not be able to continue enrolling Medicare
beneficiaries in the community.

b. Changing the way Original Medicare
Pays for Primary Care

The Wrong Way: Changing Payments Through CMMI
Demonstrations

Over the past decade, many primary care practices have
been able to receive significantly higher and more flexi-
ble payments for services delivered to Original Medicare
beneficiaries by participating in primary care demonstra-
tion projects created by the Center for Medicare and
Medicaid Innovation (CMMI). The primary care practices
that are participating in the Comprehensive Primary Care
Plus (CPC+) initiative, particularly those in Track 2 of
CPC+, have much greater flexibility in delivering services
to Medicare beneficiaries and they receive significantly
more revenues for doing so than through standard Medi-
care payments or through the primary care payment pro-
grams available from commercial health plans and Medi-
care Advantage Plans.

Unfortunately, as discussed in Section V-D, the “hybrid”
payment structure used in CPC+ fails to fully solve the
problems in the current payment system. However, ra-
ther than building on the positive features in CPC+ and
correcting its weaknesses, CMMI is terminating CPC+ at
the end of 2021 and replacing it with a much more prob-
lematic payment system called Primary Care First.

In addition to the problems with the payment systems
CMMI has designed in these programs, there are also
serious problems with the approach CMMI uses in imple-
menting primary care payment changes:

e Only a subset of primary care practices can partici-
pate. Because of the need to conduct a formal evalu-
ation of any payment changes and to have a control
group that is not being paid in that way, only primary
care practices located in selected states and regions
have been able to participate in the CMMI primary
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care demonstrations, and even in those states/
regions, only a subset of primary care practices are
permitted to participate. As a result, most primary
care practices in the country are only able to be paid
for services to Original Medicare beneficiaries with
standard fee-for-service payments.

e Temporary rather than permanent changes in pay-
ments. The payment changes that are made availa-
ble through CMMI are only temporary, and they are
scheduled to end after at most five years. By statute,
CMMl is limited to “testing models,” and it cannot
continue a change in payment unless an evaluation
shows that it meets the statutory criteria for doing so.
However, most primary care practices are not going to
be willing to make significant changes in the way they
deliver care that are dependent on receiving the new
payments if they believe the payments will end after a
few years. Consequently, the impacts on quality and
spending will likely be less than what could be
achieved if primary care practices knew that they
could count on receiving the payments in the long
term.

e Unrealistic standards for continuation of payments.
Congress required CMMI to focus on projects that
would reduce Medicare spending, and it is prohibited
from continuing a demonstration unless an evalua-
tion shows that net spending will not increase.138 No
matter how much the demonstration improves the
quality of care, if Medicare net spending increases,
the demonstration is terminated. The first CMMI pri-
mary care demonstration (the Comprehensive Prima-
ry Care Initiative) was terminated because it did not
reduce Medicare spending. It was replaced by CPC+,
which is also now being terminated because it has
not been found to reduce Medicare spending.13°

As discussed in Section VI, the goal of primary care
should be to improve health, not to reduce healthcare
spending, and it is unrealistic to expect that adequate
payments for primary care will result in a net reduction
in total spending, particularly during the 5-year time pe-
riod typically used to evaluate CMMI demonstration pro-
jects. As a result, it is unlikely that any primary care pay-
ment reform program implemented by CMMI will ever be
made permanent, regardless of how it is structured.
There is little reason to continue conducting demonstra-
tion projects in primary care if the goal (reducing net
spending) is impossible to achieve, particularly during
any short-term demonstration.

Moreover, because of the requirement to reduce spend-
ing rather than to support and sustain high-quality pri-
mary care services, it is unlikely that CMMI would ever
implement Patient-Centered Primary Care Payment. As
explained in Section V-D, CMMI's new Primary Care First
program pays primary care practices less than they
would receive under either CPC+ or Patient-Centered
Primary Care Payment, and it inappropriately places a
large portion of their payments at risk based on perfor-
mance on utilization and quality measures they cannot
control. As discussed in Section V-E, CMMI has also
created a separate program called Direct Contracting
that would require a primary care practice to be at finan-
cial risk for Medicare spending on all of the services
their patients receive from specialists and hospitals. By

failing to address the problems in the current payment
system and placing unrealistic financial risk on primary
care practices, these programs are more likely to accel-
erate the loss of primary care providers than to achieve
greater savings for Medicare. Moreover, if CMMI con-
vinces other payers to participate in its models, that
would give those payers another reason not to imple-
ment Patient-Centered Primary Care Payment.

Because of all of these constraints and problems, the
Center for Medicare and Medicaid Innovation (CMMI) is

not and cannot be the appropriate mechanism for im-

proving the way primary care practices are paid in Medi-
care.

The Right Way: Changing the Medicare Physician Fee
Schedule

The only way to ensure that every Medicare beneficiary
can receive high-quality primary care is to enable every
primary care practice to receive Patient-Centered Prima-
ry Care Payment for their patients who have Original
Medicare insurance. The only way to do this is to add
the billing codes for Patient-Centered Primary Care Pay-
ment to the Medicare Physician Fee Schedule.

CMS has the statutory authority to add the new billing
codes for Patient-Centered Primary Care Payment to its
fee schedule and to allow every primary care practice in
the country to bill for them. In fact, over the course of
several years, it created a number of new fees to sup-
port enhanced services delivered by primary care prac-
tices. For example, Medicare now pays fees for delivery
of chronic condition management services to certain
kinds of patients, it pays fees for collaborative behavior-
al health care, and it pays fees for transitional care ser-
vices to patients who have been discharged from the
hospital; each of these payments has helped fill some of
the gaps in fee-for-service payment. In 2020, CMS dra-
matically increased the flexibility of primary care practic-
es (and also specialty care practices) to provide services
to patients in different and better ways by paying for ser-
vices when they were delivered by telehealth to patients
in their home and paying for evaluation and manage-
ment services when they were delivered by telephone.

Just as there is no requirement that primary care practic-
es use any of the new billing codes that Medicare has
already created, there does not need to be any require-
ment that primary care practices use the billing codes
created for Patient-Centered Primary Care Payment for
Medicare beneficiaries. However, if a primary care prac-
tice billed for services to a patient using one of the new
Patient-Centered Primary Care Payment codes, it would
not bill or be paid using existing billing codes for evalua-
tion and management services during the same month,
as discussed in Section VII-A. Like every other payer,
Medicare has payment systems with the ability to ensure
that a practice is not paid for both sets of codes for the
same patient in the same month.
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Enabling Adequate Payment Amounts in Medicare and
Exempting Patient-Centered Primary Care Payment from
Budget Neutrality Requirements

Although CMS has the statutory authority to add the
new billing codes for Patient-Centered Primary Care Pay-
ment to its fee schedule, it likely does not have the nec-
essary authority to pay adequate amounts for those
billing codes. As discussed in Section VII-A, current pay-
ments for primary care practices are inadequate be-
cause the Conversion Factor used in Medicare is too
low. The Update Factors that Congress requires CMS to
use have been below the rate of inflation for many
years, and since the Update Factor will be zero in the
future, payments will become even more inadequate in
the future. Congressional action will be needed to ad-
dress this.

In addition, as discussed in Section VII-A, statutory
budget neutrality rules require that any significant in-
crease in payments to primary care practices be accom-
panied by a corresponding reduction in the Conversion
Factor in order to avoid a significant overall increase in
spending on physician services. Primary care practices
will be able to use the Patient-Centered Primary Care
Payment codes for more patients than are eligible for
some of the current billing codes (e.g., a practice could
bill for Chronic Condition Management payments for all
patients with a chronic disease, rather than only the
subset of patients with two or more chronic diseases
who are eligible for current Chronic Care Management
billing codes) and the new codes will be specifically de-
signed so that physicians and other practice staff can
spend more time with patients. Consequently, when
primary care practices use the new codes, Medicare
spending on primary care will increase, and that would
force reductions in payments for all other services. It
doesn’t matter whether improved primary care helps
patients avoid hospitalizations, because the law does
not allow CMS to consider savings in hospital spending
as offsets for higher payments to primary care physi-
cians. Congressional action will be needed to solve this
problem.

Congress should create a Patient-Centered Primary Care

Payment program for Original Medicare beneficiaries
with the following characteristics:

e All primary care practice should be able to voluntarily
enroll, and no primary care practice should be forced

to participate;
e CMS should implement all of the new billing codes for

Patient-Centered Primary Care Payment in the Medi-
care Physician Fee Schedule and assign payment

amounts to the codes that are adequate to support
high-quality primary care services.

e The program should exempt participating primary
care practices from the current Merit-Based Incentive

Payment System (MIPS) and base accountability for

quality and utilization on the utilization of clinical
practice guidelines and SCAMPs.

® Any net increase in spending on primary care should

be exempt from budget neutrality calculations.

Congress has authorized higher payments for primary
care practices in the past; for example, the Affordable

Care Act required a 10% increase in payments for sever-
al years. However, the increases that will be needed to
ensure adequate payments for primary care will be
much larger than this. Because primary care is only a
small portion of total spending, large increases in
spending on primary care do not have a large impact on
total Medicare spending. As discussed in Section VI-B,
doubling Medicare payments for primary care would only
increase total Medicare spending by about 5%, and if
higher-quality primary care reduces spending on other
types of services, the net increase in Medicare spending
would be even less.

Creating a permanent, voluntary program for Patient-
Centered Primary Care Payment would be similar to
what Congress did when it created the Medicare Shared
Savings Program - it is a permanent part of the regular
Medicare program, not a temporary demonstration pro-
ject created by CMMI; participation by physicians is vol-
untary, not mandatory; and participants in the program
are eligible for additional payments that are not availa-
ble to non-participants, while still being able to bill for
and be paid the standard amounts for other services.

3. Changes in Medicaid Payments

Finally, state Medicaid programs need to implement
Patient-Centered Primary Care Payment so that Medi-
caid beneficiaries can receive the benefits of better pri-
mary care. Failure to do so would exacerbate existing
inequities in access to high-quality healthcare services
for individuals under age 65 who are unable to work and
for individuals and families with low incomes.

However, two different approaches will be needed be-
cause states use two different mechanisms for provid-
ing benefits to Medicaid beneficiaries:

® |n most states, primary care practices and other
healthcare providers are now paid by Medicaid Man-
aged Care Organizations (MCOs) rather than directly
by the state. Medicaid MCOs are typically health in-
surance companies that the state Medicaid agency
has contracted with to “manage” healthcare services
for most or all Medicaid beneficiaries. The MCO re-
ceives a capitated payment from the state for each
Medicaid beneficiary, and the MCO then pays
healthcare providers for all of the services they deliv-
er to the beneficiary, typically using fees for individual
services.

® |n some states, however, the state Medicaid agency
still directly pays healthcare providers for services
they deliver to eligible individuals.

a. Changing Payments in
States With Medicaid MCOs

Medicaid MCOs will be unlikely to implement Patient-
Centered Primary Care Payment voluntarily for the same
reasons described earlier for commercial insurance
plans and Medicare Advantage plans. Paying primary
care practices more and changing the method used to
pay them will reduce the MCOs’ profits in the short run,
and each MCO can benefit by being a free rider.

If MCOs begin spending more on primary care, the state
Medicaid agency will have to pay the MCOs more, since
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federal law requires that the MCO receive an “actuarily
sound” payment from the state.140 However, in the
longer run, the actuarily sound payments might increase
even more if payments for primary care are not in-
creased, since poor access to primary care could cause
Medicaid beneficiaries’ health to worsen, resulting in a
greater need for more expensive healthcare services.
This means that failure to increase payments for prima-
ry care practices could result in the highest profits for
MCOs both in the short run and long run.

State Medicaid programs cannot simply require MCOs to
change the way they pay primary care practices, be-
cause regulations issued by the Centers for Medicare
and Medicaid Services (CMS) limit states’ ability to spec-
ify how MCOs should pay healthcare providers or how
much they should pay. Under the regulations, a state is
only permitted to require that a Medicaid MCO imple-
ment a “value-based purchasing model” that is
“intended to recognize value or outcomes over volume
of services” or to require an MCO to participate in a
“delivery system reform or performance improvement
initiative.” Moreover, CMS requires that any payments
the MCO is required to make must be “based on the
utilization and delivery of services” and “advance at
least one of the goals and objectives in the state’s quali-
ty strategy.” If a state wants to require such a payment
model, it has to receive approval from CMS before it can
do so, and the arrangement “cannot be renewed auto-
matically.”141

It will be very slow and inefficient if every state is forced
to submit a separate request to CMS to require Medi-
caid MCOs to implement Patient-Centered Primary Care
Payment, wait for CMS to review the request, make revi-
sions in response to CMS questions, and then wait for
final approval. In order for primary care practices to get
adequate and appropriate Medicaid payments as quick-
ly as possible, both the federal and state governments
need to take action.

CMS should establish a policy indicating that approval

will automatically be given to states that want to require
Medicaid Managed Care Organizations (MCOs) to use

Patient-Centered Primary Care Payment.

The design of the Patient-Centered Primary Care Pay-
ment system clearly satisfies the requirements for a
“value-based purchasing model” or “delivery system
reform initiative” under CMS regulations. Because pri-
mary care practices would still receive fees for individual
services under a Patient-Centered Primary Care Pay-
ment system, it meets the requirement that payments
be based on the utilization and delivery of services.
Because the payments are only made if services meet
quality standards, Patient-Centered Primary Care Pay-
ment satisfies CMS requirements that payments ad-
vance quality goals and recognize value over volume. If
CMS does not believe that Patient-Centered Primary
Care Payment meets those regulatory requirements, it
should change the regulations, rather than force unde-
sirable changes that could harm primary care practices.

In states that use Medicaid MCOs, the state Medicaid
agency should require MCOs to use Patient-Centered
Primary Care Payment to pay primary care practices that

wish to participate.

The state Medicaid agency should work with the state’s
primary care practices to ensure that MCOs are imple-
menting the payments correctly. If purchaser coalitions
in the state are working to encourage implementation of
Patient-Centered Primary Care Payment by private
health plans, it would be desirable for the state to also
participate as a purchaser in order to ensure a coordi-
nated, multi-payer approach, since a number of com-
mercial health insurance companies also serve as Medi-
caid MCOs.

b. Changing Payments in
States That Do Not Use Medicaid MCOs

Things are simpler in states that do not use Medicaid
MCQOs, since they can directly decide how healthcare
providers should be paid for their services.

In states that do not use Medicaid MCOs, the state
Medicaid agency should begin using Patient-Centered

Primary Care Payment to pay primary care practices that
wish to participate.

¢. Funding to Ensure Adequate Payments for
Primary Care in Medicaid

In most states, Medicaid payments for primary care ser-
vices are well below Medicare payment levels. In 2019,
average Medicaid payments for primary care were only
67% of Medicare payment amounts, and in several
states, Medicaid payments were less than half of Medi-
care amounts.142

As a result, in most states, Medicaid spending on prima-
ry care will have to more than double in order to provide
adequate payments for primary care services to individ-
uals on Medicaid. Since current spending on primary
care represents only about 6% of total Medicaid spend-
ing143, doubling or tripling the amount spent on primary
care could require about a 6-12% increase in total Medi-
caid spending. The magnitude of the increase would
vary from state to state depending on how much is cur-
rently being spent both on primary care and how much
is spent on other services.144

As discussed in Section VI-C, providing better access to
higher-quality primary care will likely result in savings on
other services, so the net increase in spending will be
lower than this. However, it is unreasonable to expect
that there will enough savings to offset all of the higher
spending on primary care, particularly in the short run,
so state legislatures will have to budget more for Medi-
caid in order to ensure payments for primary care are
adequate.

Congress could encourage and assist states in making
this investment by paying for a portion of the increased
spending. For example, in addition to increasing Medi-
care payments for primary care, the Affordable Care Act
increased Medicaid primary care physician fees to Medi-
care levels in 2013 and 2014, and 19 states continued
all or part of the higher payment rates at least in the
first year after that increase expired.
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Actions Needed to Implement Patient-Centered Primary Care Payment

Operationalizing Billing and Payment

® The CPT Editorial Panel should establish a formal definition for each of the patient-centered primary care services and assign a specific
CPT code to that definition.

® The RVS Update Committee (RUC) should assign appropriate RVU amounts for each of the new CPT codes for the Patient-Centered Prima-
ry Care Payments.

® Medicare and health insurance plans should use appropriate Conversion Factors to convert the RVUs into adequate payments for partici-
pating primary care practices. Analyses should be carried out by the RUC or an organization such as the Patient-Centered Primary Care
Collaborative or the Medical Group Management Association in order to determine an appropriate conversion factor for Patient-Centered
Primary Care Payment CPT codes.

Operationalizing Accountability for Quality and Utilization

® Government agencies and charitable foundations should provide funding to medical specialty societies and multi-stakeholder collabora-
tives to support development and maintenance of clinical practice guidelines that are free of commercial influence.

® Guideline developers should work together to create a mechanism for enabling primary care practices to easily access all of the guide-
lines that they would commonly use and to resolve any conflicts among different guidelines.

® The certification requirements for Electronic Health Record systems should be modified to require that the “clinical decision support”
component of the EHR be based on all of the most current guidelines and that this component be easy for clinicians to use.

® Government agencies and charitable foundations should provide funding to support the development of SCAMPs and the use of Clinical
Data Registries (CDRs).

® Patient-Centered Primary Care Payment amounts should be large enough to ensure that primary care physicians have the resources
needed to participate in CDRs and the time needed to document the reasons for deviations from guidelines.

® Government agencies and charitable foundations should provide funding to support enhancements to the How’s Your Health system.

® Patient-Centered Primary Care Payment amounts should be adequate to allow primary care practices to pay modest subscription fees to
support the continued operation of the How’s Your Health system.

Making Patient-Centered Primary Care Payment Available to Primary Care Practices

Every payer - every commercial insurance plan, every Medicare Advantage plan, every Medicaid Managed Care Organization, every state
Medicaid agency, and Original (fee-for-service) Medicare - should make Patient-Centered Primary Care Payment available to any primary
care practice providing services to the patients insured by that payer so that all patients have the opportunity to receive high-quality primary
care. However, primary care practices should not be required to participate if they do not wish to.

Changes in Payments From Private Insurance Plans
® Self-insured purchasers should use health plans that implement Patient-Centered Primary Care Payment.
® Businesses should work together through purchaser coalitions to select health plans using Patient-Centered Primary Care Payment.
® Purchasers should ensure that health plans implement Patient-Centered Primary Care Payment fully and correctly. This means:
4 Payments must be made for all of the new billing codes.
4 The payments for all new billing codes must be adequate.
4 Pay-for-performance programs must be eliminated.
4 Prior authorization requirements must be eliminated.
4 Patient cost-sharing requirements must be changed appropriately.

® |f residents of the community have choices about which health insurance plan to use, primary care practices can refuse to contract with
plans that do not use Patient-Centered Primary Care Payment.

Changes in Medicare Payments

® Congress should create a Patient-Centered Primary Care Payment program for Original Medicare beneficiaries structured as follows::
4 All primary care practices should be able to voluntarily enroll, but no primary care practice should be forced to participate;

4 CMS should implement all of the new billing codes for Patient-Centered Primary Care Payment and assign payment amounts to the codes that are
adequate to support high-quality primary care services.

4 The program should exempt participating primary care practices from the current Merit-Based Incentive Payment System (MIPS), and instead should
base accountability for quality and utilization on the utilization of clinical practice guidelines and SCAMPs.

4 Any net increase in spending on primary care should be exempt from budget neutrality calculations.
® Medicare beneficiaries who have chosen to enroll in a Medicare Advantage plan should choose a plan that makes Patient-Centered Pri-

mary Care Payment available to primary care practices. In addition, primary care practices can refuse to contract with Medicare Ad-
vantage plans that do not use Patient-Centered Primary Care Payment.

Changes in Medicaid Payments

® CMS should establish a policy indicating that approval will automatically be given to states that want to require Medicaid Managed Care
Organizations (MCOs) to use Patient-Centered Primary Care Payment.

® |n states that use Medicaid MCOs, the state Medicaid agency should require MCOs to use Patient-Centered Primary Care Payment for
primary care practices that wish to participate.

® |n states that do not use Medicaid MCOs, the state Medicaid agency should begin using Patient-Centered Primary Care Payment to pay
primary care practices that wish to participate.
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VIIL.

Accelerating Payment Reform
for Primary Care

Although there has been widespread consensus for
many years about the need to improve the way primary
care practices are paid, no meaningful reforms have
occurred. As a result, there is a large and growing short-
age of primary care physicians in the country46, many
primary care physicians are burning out147, and most
medical students don’t want to go into primary care.148

It is time to stop making small changes to current pay-
ment systems and expecting significant results. Itis
time to stop imposing reporting and accreditation re-
quirements that do nothing to improve outcomes for
patients while discouraging physicians from practicing
primary care. It is time to stop creating small-scale
demonstration programs with inadequate resources and
unrealistic goals for reducing spending and improving
outcomes, then waiting for years until evaluations are
completed before considering better approaches. Itis
time to stop believing that health insurance plans will
design and implement appropriate primary care pay-
ment reforms when they have no financial incentive to
do so. These approaches have been used for over a
decade and they have failed to address the serious prob-
lems facing primary care. There is no reason to believe
that any better results will be achieved by continuing on
the same path.

Payments for primary care will not be better simply be-
cause they are different from the current fee-for-service
system. The analyses in this report make it clear that
current and commonly proposed approaches to primary
care payment reform have serious flaws that fail to im-
prove the quality of care, fail to reverse the loss of pri-
mary care physicians, and can harm vulnerable patients.

The Patient-Centered Primary Care Payment system de-
scribed in this report will address the problems in the
current primary care payment system and provide prima-
ry care practices with the support they need to deliver
high quality care for all patients, including those with
complex needs. Although the details of this payment
system will likely need to be adjusted to ensure it works
effectively for all practices and all types of patients,
these adjustments can and should be made over time
after the payment system is operational. Conversely, it
will be impossible to determine what payment amounts
or service definitions are exactly right until primary care
practices are actually able to deliver care differently.
Delaying implementation of a patient-centered payment
system until consensus is reached on the ideal approach
to every detail will prevent patients from receiving the
better-quality care they need right now, and it will likely
result in additional losses of primary care practices in
the interim. Moreover, the question should not be
whether businesses and government agencies can af-
ford to pay primary care practices adequate amounts,
but whether they can afford not to.

The leadership for true reform will need to come from
primary care physicians, employers, and citizens. They
are directly affected by the problems in the current pay-
ment system, and they will receive the benefits in terms
of better health and higher productivity, not health insur-
ance plans. The future of primary care will depend on
whether purchasers, patients, and primary care practic-
es work together to take the actions necessary to imple-
ment a truly patient-centered primary care payment sys-
tem.
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APPENDIX A
How Patient Care Would Improve
Under Patient-Centered
Primary Care Payment

The table below describes how four hypothetical patients might receive wellness care, acute care, chronic condition care,
and behavioral health care under (1) current fee-for-service payment and (2) Patient-Centered Primary Care Payment.

Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

1. Weliness Care

Mr. Jones has always considered himself to be relatively healthy. On the few occasions when he has felt the need to see a
doctor for a specific problem, he has gone to an urgent care center or the hospital emergency room. However, he has been
encouraged by his family and friends to get a more complete physical exam, so he makes an appointment with a local primary

care practice.

Mr. Jones arrives at the primary care practice for his visit.
Although he arrived early, he isn’t seen until 30 minutes after
his scheduled appointment time. When he arrived, he noticed
that another patient appeared to have an appointment sched-
uled with the same physician at the same time and that pa-
tient was seen first.

When Mr. Jones schedules the visit, he is asked to come to
the primary care practice office a little early so the practice
can perform some simple blood tests. He is also told to plan
to spend as much as 90 minutes at the practice to allow the
physician adequate time to perform the exam and for other
staff at the practice to arrange for any follow-up care.

Mr. Jones arrives at the practice, has the tests performed,
and then is seen by the physician at exactly the scheduled
time.

The physician examines Mr. Jones and asks some specific
questions such as whether he smokes and whether he has
received a colonoscopy.

The physician examines Mr. Jones carefully and asks a num-
ber of questions about his health history, any problems he is
experiencing, and whether he has any specific concerns
about his health. The physician takes the time to answer all
of Mr. Jones’s questions.

The physician recommends that Mr. Jones get a blood test to
evaluate his blood sugar and cholesterol levels and writes a
prescription ordering the test. He says that Mr. Jones can go
to any hospital or laboratory to have the test performed.

The physician tells Mr. Jones that based on the blood tests
performed just before the visit, his cholesterol is low enough
that he doesn’t appear to need any medications for high cho-
lesterol. (If the test had shown a high result, the physician
would have asked Mr. Jones to get a repeat test after he had
been fasting before deciding whether medications were war-
ranted.)

However, the blood test shows that Mr. Jones’s blood sugar
(HbAZ1c) level is just below the level that would indicate Mr.
Jones has diabetes. The physician tells Mr. Jones that he is
at risk of developing diabetes and recommends that he lose
weight and change his diet in order to try and avoid develop-
ing diabetes. She asks Mr. Jones if he could stay at the prac-
tice for a little while after the visit in order to talk to one of the
nurses at the practice about how to do that.

The physician tells Mr. Jones that because of his age, he
should receive a colonoscopy, and recommends that he con-
tact the local hospital to schedule the procedure.

The physician also tells Mr. Jones that because of his age, he
should receive a colonoscopy to help detect colon cancer in
the early stages when it most curable. She explains the risks
of not having the procedure, and responds to questions Mr.
Jones has about what will be involved in the procedure. Mr.
Jones agrees that he will get the colonoscopy.

(continued)
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Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

Mr. Jones is surprised at how little time the physician spent
examining him, particularly after Mr. Jones waited so long to
see the physician. He was disappointed that the physician
seemed concerned only about getting responses to a list of
standard questions rather than trying to get to know Mr. Jones
and address his concerns.

Mr. Jones is not convinced that he gained anything meaning-
ful from the visit, and plans to continue using the urgent care
center for his acute care needs.

The physician asks Mr. Jones if he would like to enroll with the
practice for ongoing wellness and preventive care. The physi-
cian says there is no obligation for him to do so, but if he
does, the primary care practice will help ensure that he re-
ceives all of the preventive care services he needs. In addi-
tion, the physician says that she and the other practice staff
will be able to respond to questions and provide assistance
with acute problems over the phone or by email when an in-
person visit is not needed. The physician tells him he can
“unenroll” at any time if he is unhappy with his care.

Mr. Jones is impressed at how much time the physician spent
with him, how carefully she examined him, how well his ques-
tions were answered, and how efficiently the practice delivers
care. He has been frustrated that every time he goes to the
urgent care center, he sees a different physician or other pro-
vider who ask him the same questions every time, so he
agrees to enroll.

Mr. Jones does not get the blood test the doctor prescribed,
nor does he schedule a colonoscopy. No one from the prima-
ry care practice contacts him to remind him or encourage him
to do so.

Before he leaves, the staff at the primary care practice help
Mr. Jones to schedule his colonoscopy at a convenient time
with a high-quality gastroenterologist and ambulatory surgery
center where his insurance will pay for the procedure.

The practice staff call Mr. Jones before his scheduled colonos-
copy to make sure he has received instructions from the gas-
troenterologist on how to prepare for the colonoscopy, that
Mr. Jones has obtained the necessary bowel prep materials
and understands the importance of following them correctly,
and that he has someone to provide transportation for him.

After the colonoscopy is performed, the primary care practice
staff contact Mr. Jones to make sure everything went well and
they contact the gastroenterologist to obtain the results if they
have not already received them. If there is any follow-up
needed (e.g., based on a biopsy result), the primary care prac-
tice staff contact Mr. Jones to help make sure the follow-up
occurs and to answer any questions he has if the gastroenter-
ologist has not already done so.

Before he leaves the practice, a nurse talks with Mr. Jones
about ways he could exercise more and improve his diet. She
asks a series of questions about his work and other activities
and helps him develop a plan for diet and exercise that he
feels would be feasible to follow.

The nurse follows up periodically with Mr. Jones by phone or
email to see how well the diet and exercise plan is working,
and talks with him about the kinds of adjustments that could
be helpful when he says that he is now traveling more for
work. The nurse also arranges for Mr. Jones to get periodic
blood tests to monitor his blood sugar.

The primary care practice bills Mr. Jones’s insurance company
for a new patient visit.

Mr. Jones’s failure to receive a colonoscopy reduces the prac-
tice’s score on the colonoscopy quality measure that the
health plan uses to adjust the practice’s performance-based
payment. Because Mr. Jones made a visit to the primary care
practice and did not visit any other primary care practice dur-
ing the year, the insurance company has “attributed” Mr.
Jones to the primary care practice, even though he only came
to the practice one time and did not intend to return.

The primary care practice is not penalized for the fact that Mr.
Jones did not get a blood test because Mr. Jones was not di-
agnosed with diabetes or any other health problem.

The primary care practice bills Mr. Jones’s insurance company
for a new patient visit as well as for the blood tests performed
by the practice during the visit.

In addition, the primary care practice begins billing the insur-
ance company for a monthly Wellness Care Payment under
Patient-Centered Primary Care Payment. The practice is able
to do so because Mr. Jones enrolled for wellness care services
and because the practice is proactively helping Mr. Jones to
receive all appropriate preventive and wellness care, including
a colonoscopy and appropriate blood tests, and helping him
design and implement a plan for improved exercise and nutri-
tion.

\ CHQPR

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

85




Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

2. Diagnosis and Treatment of a Non-Emergency Acute Condition

Mr. Wilson is playing basketball with some friends. He experiences some wheezing and some shortness of breath and has to
stop playing. He is concerned that he may have a serious illness and wants a physician to examine him.

Mr. Wilson does not have a regular primary care physician, so
he goes to the urgent care clinic. At the clinic, a nurse practi-
tioner examines him and a radiology technician in the clinic x-
rays his chest. He has no fever and there is no sign of pneu-
monia on the x-ray. The nurse practitioner tells him he may
have asthma, and prescribes an inhaler for him to use. Mr.
Wilson obtains the inhaler from the pharmacy, but he never
uses it because the symptoms don’t recur.

Mr. Wilson enrolled a few months ago with a primary care
practice to receive wellness care, so he contacts the practice
and describes his symptoms. His physician “sees” him the
same day through a telehealth visit and asks him a series of
questions to better understand the circumstances surround-
ing the problem and to determine whether any emergency
treatment is needed. The physician says that based on what
she already knows about Mr. Wilson’s health history and what
he tells her about his symptoms and the basketball game, she
says she thinks it is unlikely that he has asthma and more
likely that he was exercising more vigorously than normal and
that he might also have a mild upper respiratory infection as a
result of recent airline travel. She offers to see him in person
later that day if he wants, but she says she also thinks it
would be safe for him to wait for a day to see if his symptoms
recur or worsen.

Based on what the physician told Mr. Wilson on the video visit,
he decides not to come in to the primary care practice for an
in-person visit. The nurse from the practice who has been
working with him on diet and exercise contacts him the next
day to see how he is doing and to have a more in-depth dis-
cussion with him about his weight and how much exercise he
is getting. The nurse discusses the fact that Mr. Wilson has
gained weight and talks about ways that he could get more
exercise while he is traveling.

The nurse follows up again with Mr. Wilson a few days later.
He has had no recurrence of the respiratory symptoms and
says he feels fine. The nurse informs the physician, and they
agree that no further action is needed.

The urgent care center bills Mr. Wilson’s insurance company
for a visit, an x-ray, and the other tests the urgent care center
performs. Mr. Jones and his insurance company pay their
respective shares of the cost of the inhaler he gets but
doesn’t use.

The primary care practice bills Mr. Wilson’s insurance compa-
ny for an Acute Care Visit Fee under Patient-Centered Primary
Care Payment. There is no additional charge or payment for
the follow-up calls by the nurse, since the practice is billing
Mr. Wilson’s health insurance plan for monthly Wellness Care
Payments under Patient-Centered Primary Care Payment so
that it can provide him with this kind of proactive care.
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Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

3. Management of a Chronic Condition

Ms. Adams is overweight. Because of her work and travel schedule, she does not exercise regularly and has a poor diet. Re-
cently, she has been feeling both hungry and tired more often.

Ms. Adams attributes her hunger and fatigue to working too
hard. She feels she is too busy to schedule a doctor’s ap-
pointment. Moreover, based on the experience she had dur-
ing her last primary care visit, she does not feel it would be
worth the time.

Ms. Adams has been enrolled with a primary care practice for
wellness care, and the primary care practice has encouraged
her to get regular blood tests. They are alerted when her most
recent HbA1c test exceeds the threshold for diabetes. The
staff of the practice contact her to schedule a visit with the
physician. They work with Ms. Adams to schedule the visit at
a time that does not interfere with her work and travel sched-
ule.

Because Ms. Adams is not receiving any regular wellness care
or testing, no one realizes that she has developed diabetes,
and she receives no medications that could help to control it.

The physician repeats the HbA1c test and performs some ad-
ditional tests, examines Ms. Adams, and based on the tests
and examinations, he diagnoses her as having developed
Type 2 diabetes. The physician explains the need to take ap-
propriate steps to treat Ms. Adams’s condition and the long-
term complications that can result from failure to treat diabe-
tes properly. He talks with Ms. Adams about the different op-
tions for treatment and develops a treatment plan that both
he and Ms. Adams feel is appropriate and feasible for her.

The physician encourages Ms. Adams to enroll with the prac-
tice for chronic condition management services and describes
the kinds of education and proactive care that the practice will
be able to offer if she does. He says there is no additional
cost to her to do this under her health insurance plan, and
she can “unenroll” any time she wants. The physician tells
Ms. Adams that he and the other staff at the primary care
practice are experienced in managing the care of patients like
her and they are committed to ensure that she receives all of
the most appropriate, evidence-based care in order to achieve
the best outcomes. He assures her that he will consult with
an endocrinologist or other specialists if necessary, and that if
he feels she needs more specialized care, he will refer her to
an appropriate specialist. Ms. Adams is impressed with the
care she has already been receiving and she agrees to also
enroll for chronic care management services for her diabetes.

Ms. Adams continues to gain weight and her fatigue worsens.
After a number of months, her family urges her to see her pri-
mary care physician, so she makes an appointment. The phy-
sician suspects she may have diabetes but he needs a blood
test to confirm that. He orders a blood test and tells Ms. Ad-
ams she can go to any hospital or laboratory to have the test
performed.

Ms. Adams does not get the blood test immediately and no
one from the primary care practice calls to remind her. Since
her symptoms have not improved, her family convinces her to
schedule the test at a local laboratory, and she has the test
performed.

The primary care practice notifies Ms. Adams that her test
results are problematic and that she should schedule another
appointment with the physician. Ms. Adams delays schedul-
ing the appointment because she is concerned about what
the physician will tell her. Her family urges her to call and
make an appointment, and when she finally does, the primary
care practice schedules a visit for the following week.

Immediately after the physician finishes his discussion with
Ms. Adams, the nurse who has been helping her with wellness
care talks with her about her new treatment plan for diabetes
and whether she will need any assistance in following it. For
example, the nurse will determine if Ms. Adams can afford the
medications the physician has prescribed, and if not, he will
look for sources of financial assistance and/or talk with the
physician about alternative types of medications that would
be more affordable.

The nurse tells Ms. Adams that the primary care practice
wants to be proactive about ensuring that her treatment plan
is working effectively for her and he determines the best
methods and times to contact Ms. Adams. He also explains
potential complications of the condition and encourages Ms.
Adams to contact the practice immediately if any of those
complications occur, rather than waiting and potentially caus-
ing even more severe problems to occur.

(continued)
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Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

When Ms. Adams finally sees the primary care physician, he
diagnoses her with diabetes and prescribes medications for
her to take. Because she has delayed seeking care for so
long, her HbA1c levels are very high, and so the physician or-
ders two medications in an effort to control it. The physician
asks her to schedule a follow up visit in a month.

Ms. Adams gets the prescriptions filled, but experiences dizzi-
ness and other side effects which make it difficult for her to
work and travel, so she doesn’t take the medications as pre-
scribed.

When she has her follow-up visit with the physician, her blood
sugar has worsened rather than improved, so the physician
prescribes a third medication. Ms. Adams mentions her con-
cerns about the dizziness and other side effects, and the phy-
sician tells her that it is important for her to get her HbAlc
under control and that some side effects are unavoidable.

The nurse and other practice staff follow up with Ms. Adams
multiple times during the initial month following her diagnosis
to ensure that she has obtained the medications needed for
her treatment plan and to address any side effects or difficul-
ties she is facing in taking them. Once any initial problems
have been resolved, the nurse and other practice staff contin-
ue to monitor Ms. Adams’s condition, but less intensively than
during the initial month.

Ms. Adams gets the additional prescription filled, but she
skips doses of the medications frequently because of the side
effects. Her HbAlc decreases somewhat, but remains in a
problematic range.

Because Ms. Adams’s diabetes was identified early, her
HbA1c levels are not very high, she only needs to take one
medication when she begins treatment, and the primary care
practice is able to help her get her blood sugar under control
with a combination of diet, exercise, and medication that she
feels is feasible for her.

The primary care practice bills Ms. Adams’s health insurance
plan for the two office visits. Because Ms. Adams has been
diagnosed with diabetes, her HbAlc scores are included when
her health plan calculates a diabetes quality measure. Alt-
hough Ms. Adams and a number of the other patients in the
practice with diabetes have HbA1c levels that are too high,
most primary care practices have a similar percentage of pa-
tients with high HbA1c levels, so the primary care practice is
paid the standard amount for the visits with Ms. Adams and
other patients.

The primary care practice bills Ms. Adams’s health insurance
plan each month for a Chronic Condition Management Pay-
ment in addition to a monthly Wellness Care Payment, and the
practice receives a higher Chronic Condition Management
Payment during the initial month of services when the treat-
ment plan is first being developed and implemented. The
primary care practice is eligible to receive the payment each
month because (1) it is providing Ms. Adams with all appropri-
ate, evidence-based services for diabetes, and (2) Ms. Adams
remains enrolled with the practice for chronic condition man-
agement since she values the high-quality, patient-centered
care and proactive services it is providing her.
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Care Delivery
Under Current Payment Systems

Care Delivery
Under Patient-Centered Primary Care Payment

4, Behavioral Health Care

Ms. Smith has generally been healthy. She lost a close member of her family a few weeks ago and since then, she has been
feeling sad much of the time. On a few days she had trouble getting out of bed in the morning and was late for work as a re-
sult. She starts having stomach pains and a family member urges her to see her physician.

Ms. Smith calls and schedules an appointment to see her pri-
mary care physician. The physician is told that Ms. Smith is
having stomach pains and so a short visit is scheduled to ad-
dress that problem.

Ms. Smith is enrolled with her primary care practice for well-
ness care and so she calls the practice and describes her
symptoms to the nurse she has talked to in the past. The
nurse feels that she should be examined right away, since
stomach pain could be a sign of either minor or major prob-
lems with her stomach, but the nurse recognizes the pain
could also be a manifestation of depression, particularly when
Ms. Smith mentions her sadness and difficulty getting up in
the morning.

The nurse arranges for Ms. Smith to come to see her regular
physician either the same day or the soonest that is conven-
ient for Ms. Smith. She ensures that the practice’s behavioral
health care manager is aware that Ms. Smith is coming so he
is available to talk with Ms. Smith after the visit with the physi-
cian if appropriate.

The physician asks about the frequency and severity of the
stomach pain and briefly examines Ms. Smith. The physician
recommends that she modify her diet and take an antacid to
see if that addresses the problem. The physician tells Ms.
Smith to schedule another appointment if the antacid and
changes in diet do not solve the problem. Ms. Smith does not
mention her sadness or difficulties in working, and the physi-
cian doesn’t ask about anything other than the stomach pain
because of the need to move on to the next patient on the
schedule.

The physician conducts a physical examination of Ms. Smith
and also screens her for depression. Based on his overall
assessment, the physician believes that Ms. Smith is de-
pressed and the stomach pain may be a symptom of the de-
pression.

The physician prescribes an anti-depressant medication for
Ms. Smith but also tells her that he’d like her to talk to one of
the other staff in the practice who specializes in helping peo-
ple who feel the way she does. He takes Ms. Smith to the
behavioral health care manager’s office, introduces them, and
then leaves them to talk with each other.

Ms. Smith takes the antacids but continues to experience
stomach pain, so she schedules another appointment. The
physician asks her more questions, discovers her mood and
sleep problems, and learns about the death in the family.
The physician concludes that Ms. Smith probably has depres-

sion, so he prescribes an anti-depressant medication and also
refers her to see a psychiatrist.

The behavioral health care manager talks with Ms. Smith in
more depth about the death in her family and other factors
that may be contributing to her depression. He explains the
medication that the physician prescribed in more detail and
the importance of taking it as prescribed, he determines
whether Ms. Smith will face any financial or other barriers in
taking the medication, and he discusses other strategies she
can use to help address her depression. He develops a plan
for talking with her regularly to monitor her progress and
providing counseling to help her overcome her depression.

Ms. Smith contacts the psychiatrist’s office but the soonest
appointment she can get is six months away. She gets the
prescription for the anti-depressant medication filled, but she
does not take the medication every day and soon stops taking
it at all.

The behavioral health care manager talks with Ms. Smith reg-
ularly, either in person, by telehealth, or by phone depending
on what is most convenient or comfortable for her, and pro-
vides counseling and support. The care manager has access
to a consulting psychiatrist, and he can get advice from her
about what changes to make if the medication and counseling
do not seem to be working for Ms. Smith.

No one from the primary care practice is aware that Ms. Smith
did not see the psychiatrist and is not taking the medication
that was prescribed. Ms. Smith does not contact the primary
care practice to make any follow-up appointments, so the pri-
mary care physician does not see her again.

If Ms. Smith does not improve after a few months, the behav-
ioral health care manager will make an appointment for her to
see a psychiatrist or other specialist, and will follow up with
them to ensure that any therapy or treatments they provide
are coordinated with the other health care services Ms. Smith
is receiving from the primary care practice.

(continued)
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If Ms. Smith’s condition improves, the behavioral health care
manager, the physician, and the other practice staff will con-
tinue to monitor Ms. Smith’s progress and ensure that all of
her other services are coordinated and adjusted appropriately.

The primary care practice bills Ms. Smith’s health insurance
plan for two office visits. Since Ms. Smith was screened for
depression and prescribed medications to treat it, she is con-
sidered to have received high-quality care for the purposes of
the depression care quality measure used by her health insur-
ance plan, and the practice receives the standard payments
for her visits.

The primary care practice bills Ms. Smith’s health insurance
plan an Acute Care Visit Fee in addition to the monthly Well-
ness Care Payment and Integrated Behavioral Healthcare Pay-
ment they have been billing for her each month.

Because the primary care practice is receiving the Integrated
Behavioral Healthcare Payments, it was already organized to
provide integrated behavioral health care services to Ms.
Smith when she needed them.

If Ms. Smith needs additional services, such as psychotherapy
or counseling from a psychiatrist, psychologist, or other behav-
ioral health specialist, those providers would bill Ms. Smith’s
health insurance plan for their services.
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APPENDIX B
Answers to Questions About
Patient-Centered Primary Care Payment

P

®

10.

11.
12,

14.

15.

16.
17.

19.
20.

21.
22,
23.

How would a primary care practice be paid under Patient-Centered Primary Care Payment?

Wouldn't it be simpler to pay primary care practices using a single per-member-per-month payment
rather than three separate payments?

Isn’t a risk-adjusted capitation or population-based payment a simpler and better way to match
primary care payments to patients’ needs?

Won't paying for acute care visits encourage primary care practices to deliver
unnecessary office visits?

Is Patient-Centered Primary Care Payment consistent with the recommendations on primary care
made by the National Academy of Sciences, Engineering, and Medicine?

How does Patient-Centered Primary Care Payment differ from the hybrid payments in other
primary care payment programs, such as the CMMI Primary Care First demonstration?

Would Patient-Centered Primary Care Payment help reduce the shortage of primary care physicians?

If primary care physicians have fewer patients under Patient-Centered Primary Care Payment,
won't that make it harder for patients to find a primary care physician?

Would Patient-Centered Primary Care Payment increase or reduce disparities in access to
primary care for disadvantaged individuals and communities?

How would Patient-Centered Primary Care Payment affect primary care physicians who are
employed by large physician groups and health systems and who receive a salary rather than
being paid through fees for services?

How does Patient-Centered Primary Care Payment differ from Direct Primary Care?

Would Patient-Centered Primary Care Payment support delivery of integrated behavioral
healthcare services by primary care practices?

. Would Patient-Centered Primary Care Payment support delivery of telehealth and

digital healthcare services by primary care practices?

How difficult will it be for primary care practices and health insurance plans to implement
Patient-Centered Primary Care Payment?

How would a health plan verify that a patient had enrolled for wellness care or for chronic condition
management services?

What if patients aren’t willing to enroll?

How would primary care practices be paid for “snowbirds” and other patients who live in
different places during different parts of the year?

How much would insured patients have to pay for services under Patient-Centered
Primary Care Payment?

How does Patient-Centered Primary Care Payment ensure patients are receiving high-quality care?

How would a patient or payer know that a primary care practice is delivering high-quality care If it
is not reporting on quality measures and if its payments are not affected by its performance on
those measures?

Will Patient-Centered Primary Care Payment reduce health care spending?
Why wouldn’t health insurance plans want to implement Patient-Centered Primary Care Payment?

Is there a target for the percentage of a health plan’s spending that should be devoted to
Patient-Centered Primary Care Payment?
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1. How would a primary care practice be paid under Patient-Centered Primary Care

Payment?

Most of the revenue in a primary care practice would come from three new payments:

1. Monthly Payments for Wellness Care. The primary care practice would receive a monthly payment for each patient. This
payment would enable the primary care team to deliver wellness care management services, including ensuring that

patients are up-to-date on all evidence-based preventive care.

2. Monthly Payments for Chronic Condition
Management. The primary care practice PATIENT-CENTERED PRIMARY CARE PAYMENT
would receive an additional monthly PATIENT PANEL PAYMENTS PRACTICE COST
payment for each patient who has one or
more chronic conditions. This payment — o it
would enable a primary care team to Chronic Condition IT, Insurance, etc.
deliver proactive, evidence-based chronic Management CARE TEAM
disease treatment and care management AlsoPafir?’“gsd for Payments Cafgg"ﬂ:c;%:{(s)v
services to the patient. The payment Chronic Condition e Health Specialist(s),
would be higher for patients with a Management Medical Assistant(s).
complex cond|t|<_)n_. N Cost of | ANt e
3. An Acute Care Visit Fee. In addition to the Acute Care Operating Staff

monthly payment(s), the primary care
practice would receive an Acute Care Visit
Fee if a patient experiences a new acute

, ! { CLINICIANS
health problem and the practice provides Welﬁ{ess : Phyzuﬂan(s)
evidence-based diagnosis and treatment Care & H‘éﬁﬁﬁ'fﬁ%ﬁ’?ﬁ&' Practitionare)
services to address it. The services could Non-Emergency (onthy) or Physician
Acute Care Assistant(s)

be delivered in whatever way is most ap-
propriate in the circumstances, including

Patients
Enrolled

Visit Fees
(When Acute
Problem Occurs)

Wellness Care

Payments
(Monthly)

Primary
Care
Practice

by telephone, telehealth, or an in-person
visit with the physician or other clinician.

These payments would replace over two dozen separate fees that are currently paid for evaluation and management ser-
vices to established patients, wellness visits, and chronic condition management. Primary care practices that deliver addi-
tional services would receive two additional types of payments:

4. Monthly Payments for Integrated Behavioral Healthcare Services. Primary care practices that deliver integrated behavior-
al health services need to have staff with training in helping patients with behavioral health needs. In order to support
this, the practice should receive an additional monthly payment for each patient who has enrolled for wellness care.

5. Fees for Individual Procedures and Tests. Many primary care practices also perform procedures such as an immuniza-
tion, injection, or excision and/or perform basic laboratory tests. Since only a subset of patients will need these services,
and since the cost of performing them will differ, the primary care practice should receive an additional fee for each
procedure or test that is adequate to cover the cost.

2. Wouldn't it be simpler to pay primary care practices using a single
per-member-per-month payment rather than three separate payments?

It might be simpler to use a single payment, but it wouldn’t be better, because it would not be a patient-centered payment
system. Some patients have more health problems than others, and the primary care practice will need to spend more time
with those patients. Paying a single amount for every patient, regardless of the patient’s needs, would penalize a practice
financially if it cares for higher-need patients.

Most primary care payment models use multiple payments rather than one single monthly payment. In the Comprehensive
Primary Care Plus demonstration project created by the Center for Medicare and Medicaid Innovation (CMMI), primary care
practices receive three new payments (a Care Management Fee, a Comprehensive Primary Care Payment, and a Perfor-
mance-Based Incentive Payment) in addition to all existing fees for office visits, and in the CMMI Primary Care First demon-
stration project, primary care practices receive two new payments (a Professional Population-Based Payment and a Flat Visit
Fee) plus a large performance-based adjustment.

3. Isn’t arisk-adjusted capitation or population-based payment a simpler and better
way to match primary care payments to patients’ needs?

Standard risk adjustment systems, such as the Hierarchical Condition Category (HCC) risk adjustment system used in Medi-
care payment programs, only adjust payments based on a patient’s age, gender, and the chronic diseases the patient had
been diagnosed with prior to the beginning of the year. There is no adjustment in payment for newly diagnosed chronic con-
ditions, for acute health problems the patient experiences during the year, or for non-medical challenges facing a patient
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such as poverty, homelessness, illiteracy, lack of access to transportation or fresh food, etc. Under these systems, a prima-
ry care practice will be penalized financially if it accepts new patients with previously undiagnosed chronic diseases, social
challenges, or frequent acute problems.

In contrast, Patient-Centered Primary Care Payment explicitly provides higher payments to a primary care practice for pa-
tients who have both new and pre-existing chronic conditions, patients who have multiple acute problems, and patients
who have non-medical characteristics that make their care more complicated.

4. Won't paying for acute care visits encourage primary care practices to deliver
unnecessary office visits?

Under Patient-Centered Primary Care Payment, a primary care practice would only receive an additional payment for an
office visit if the patient has a new acute problem that requires attention. If a patient needs to make an office visit for rea-
sons related to preventive care or care for a chronic condition, there would be no additional payment, because the practice
would be receiving a monthly payment to provide wellness care or chronic condition management, including any office visits
needed for those types of care. If the patient does not have an acute problem, there would be no basis for scheduling an
acute care visit that would be eligible for additional payment. Since most patients would have to pay a co-payment for the
visit if they have insurance, there would be no reason for the patient to schedule a visit if they did not feel they needed it.

5. Is Patient-Centered Primary Care Payment consistent with the recommendations
on primary care made by the National Academy of Sciences, Engineering, and
Medicine?

The May 2021 report from the National Academy of Sciences, Engineering, and Medicine (NASEM), Implementing High-
Quality Primary Care: Rebuilding the Foundation of Health Care, recommends that payers use a “hybrid reimbursement
model (part FFS, part capitated)” that pays “prospectively for interprofessional, integrated, team-based care” and is “risk
adjusted for medical and social complexity.” The report does not define exactly how this hybrid payment model should be
structured.

Patient-Centered Primary Care Payment is consistent with this recommendation. It is a “hybrid” payment model, since it
uses a combination of (1) per patient per month (“capitation”) payments for Wellness Care and Chronic Disease Manage-
ment and (2) fees for Acute Care Visits. The Wellness Care and Chronic Condition Management Payments are prospective
payments and allow services to be delivered through team-based care approaches. Payments are risk-adjusted for both
medical and social complexity, since the practice receives higher total payments for patients who have acute medical prob-
lems, chronic diseases, and/or social characteristics that make their care more complex.

6. How does Patient-Centered Primary Care Payment differ from the hybrid payments
in other primary care payment programs, such as the CMMI Primary Care First
demonstration?

There are several ways in which Patient-Centered Primary Care Payment differs from the Primary Care First demonstration
project designed by the Center for Medicare and Medicaid Innovation (CMMI) and other current hybrid payment models:

® Fees for New Acute Problems Rather Than All Office Visits. Current hybrid payment models for primary care, including
Primary Care First, continue to pay a fee for every office visit, including visits for exacerbations of a chronic disease, visits
to address preventive care needs, and repeat visits for acute problems that were not adequately addressed the first
time. As a result, if the primary care practice helps patients avoid chronic disease exacerbations, if it can ensure pa-
tients receive appropriate preventive care through telephone or email contacts with nurses or medical assistants rather
than asking a patient to come to the primary care office, or if it can address an acute problem effectively in a single visit,
the primary care practice is penalized financially by a reduction in office visit revenues. In contrast, under Patient
Centered Primary Care Payment, the primary care practice only receives a separate fee for an office visit if a patient has
a new acute problem, so there is no such penalty.

o Monthly Payments Based on Voluntary Enroliment Rather Than Attribution Based on Recent Office Visits. In addition to
fees for office visits, Primary Care First and other current hybrid payment models provide a flexible monthly payment for
each “attributed” patient. However, a patient is only attributed to the practice if, during a “lookback period,” the patient
made more office visits to the practice than to other primary care providers. As a result, if a primary care practice takes
on a new patient, the patient will not be attributed to the practice until some point in the future when the patient has
made more office visits to the new practice than to the primary care practice(s) where the patient previously received
services. Moreover, if the practice can address the patient’s health needs with few or no office visits, the patient might
not be attributed to the practice, in which case there would be no monthly payment for that patient. In contrast, under
Patient-Centered Primary Care Payment, the practice could immediately enroll a new patient and receive monthly pay-
ments to support their care regardless of how many office visits they make.
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o A Higher Monthly Payment for a Complex Patient. The monthly payments in the hybrid payment models used by many
insurance plans are not adjusted based on patient needs at all, and if they are, the adjustments are based only on the
chronic conditions a patient was diagnosed with in prior years, not on non-medical factors such as poverty, homeless-
ness, illiteracy, or lack of access to transportation that can make their care far more complex. In the CMMI Primary Care
First payment model, there is no difference in the monthly payment for an individual patient based on their specific char-
acteristics; instead, the monthly payments to a primary care practice for all patients are higher if the average risk score
for all patients in the practice is significantly higher than the average for most primary care practices. In contrast, in
Patient-Centered Primary Care Payment, the practice receives a higher payment for each patient who has a chronic
condition that requires proactive management, and it receives a much higher payment for a patient who has a complex
condition.

7. Would Patient-Centered Primary Care Payment help reduce the shortage of
primary care physicians?
Patient-Centered Primary Care Payment would make practicing primary care more attractive for physicians in several ways:

e Smaller patient panels and more time with patients. The payment amounts would be designed to provide adequate reve-
nues to support a primary care practice with fewer patients than today. This allows physicians to spend more time with
patients and ensure they are diagnosing and treating the patients appropriately.

o Ability to deliver care in different ways. The payments would not be restricted to in-person office visits with physicians.
Physicians would be able to provide care through telehealth and other digital methods, and to have a team of nurses,
medical assistants, and other staff provide services to patients when appropriate.

® Less administrative burden. The physician would not be forced to spend time tracking irrelevant quality measures or re-
questing prior authorizations in order to order or deliver tests and services that patients need.

e Adequate compensation and reasonable work hours. The payment amounts would be large enough to enable the physi-
cian to earn an adequate salary and for the practice to pay competitive salaries and benefits for an appropriately-sized
primary care team. The combination of smaller patient panel size and reduced administrative burden would enable the
physician to provide the services all of the patients need within a 40-50-hour work week.

8. If primary care physicians have fewer patients under Patient-Centered Primary Care
Payment, won’t that make it harder for patients to find a primary care physician?

There are already shortages of primary care physicians in many communities because the serious problems with current
payment systems are discouraging doctors from becoming primary care physicians and causing existing primary care physi-
cians to retire early or simply stop practicing. Moreover, finding a primary care physician today does not assure that the pa-
tient will receive good primary care, because primary care physicians do not have adequate time or appropriate staff to pro-
vide high-quality care. This is particularly true for patients with complex conditions, since they will require far more time and
attention than a primary care practice can afford to provide under current payment systems.

If primary care physicians are paid in a way that enables them to provide high-quality care to patients within a reasonable
workday, with fewer administrative burdens, and at a good salary, fewer existing physicians will stop practicing, and more
physicians will enter primary care, thereby improving access for patients. Moreover, by enabling physicians to employ and
utilize a primary care team to deliver services, they will be able to provide high-quality care to a larger patient panel than
they would if they were only paid for the services they themselves deliver.

9. Would Patient-Centered Primary Care Payment increase or reduce disparities in
access to primary care for disadvantaged individuals and communities?

Current payment systems can financially harm primary care practices that care for disadvantaged patients, since the fee
amounts are not adequate to support the extra time these patients may need, and quality measurement systems penalize
the practice if the patients cannot afford medications or face greater challenges in managing their health problems. This
can make it more difficult for disadvantaged patients to find a primary care practice willing to accept them or a practice that
is able to provide them with adequate care.

In contrast, under Patient-Centered Primary Care Payment, a primary care practice would receive a higher monthly payment
for a patient who has characteristics that make standard approaches to treatment and management of their health prob-
lems more difficult, such as inability to afford medications, lack of access to transportation, etc. This will enable the practice
staff to devote additional time and attention to the patient. In addition, all of the payments give the practice the flexibility to
deliver care in whatever way works best for the patient (in-person, by telephone, and using different members of the primary
care team).
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10. How would Patient-Centered Primary Care Payment affect primary care physicians
who are employed by large physician groups and health systems and who receive a
salary rather than being paid through fees for services?

If a primary care physician receives a salary from an entity such as a medical group or health system, the majority of the
revenue to support the salary will still come from the fees paid for the physician’s services. Most such “salaries” are not
fixed amounts, but are tied directly or indirectly to the number and types of billable services the physician delivers during the
year. As a result, under current payment systems, the employed physician may have the same pressure to see large num-
bers of patients for short amounts of time as an independent physician would.

If the salary is higher than what the physician could earn practicing independently, it is often because the medical group or
health system is subsidizing the salary with profits made on ancillary services the physician orders (such as lab tests and
imaging studies) or referrals made to specialists. If so, the primary care physician may be pressured to order unnecessary
tests or make unnecessary referrals in order to generate the revenues used for the subsidy.

Under Patient-Centered Primary Care Payment, the group or health system would receive sufficient revenue to pay an ade-
quate salary to the physician without expecting the physician to manage an unreasonably large number of patients, to order
unnecessary tests, or to make unnecessary referrals. Moreover, the physician would be able to earn an adequate income
without the need to work for a large medical group or health system if they wished to do so.

11.How does Patient-Centered Primary Care Payment differ from Direct Primary Care?

In the Direct Primary Care model, the physician charges each patient a single monthly fee rather than being paid fees for
office visits. Over the course of a year, these monthly fees produce significantly more revenue than the primary care prac-
tice would have received from standard fees, which enables the physician to have a much smaller patient panel than in oth-
er primary care practices.

However, Direct Primary Care practices don’t accept payments from health insurance plans, which means that the practice
can only enroll patients who can afford to pay the full amount of the monthly fees without using insurance. Since the fees
typically charged in Direct Primary Care average $65-85 per month for adults, this requires the patient to pay $800 - $1,000
per year out of pocket. As a result, Direct Primary Care practices often struggle to attract and retain an adequate number of
patients, even though fewer patients are needed than in a practice supported by standard fee-for-service payments. Moreo-
ver, for a healthy patient, the monthly fees add up to much more than what the patient would pay for a few office visits, so
the Direct Primary Care practice may have more difficulty attracting healthy patients than patients who need frequent prima-
ry care services.

Patient-Centered Primary Care Payment would represent an alternative way for Direct Primary Care practices to charge for
their services that would better align the patient’s financial obligation with the cost of the services the practice is delivering,
while still enabling the primary care physician to manage a more reasonably-sized group of patients. Moreover, if Patient-
Centered Primary Care Payment is implemented by a health plan without the administrative burdens typically imposed by
health plans, the primary care practice should also be willing to accept insurance, thereby expanding access to Direct Prima-
ry Care for a broader range of patients.

12.Would Patient-Centered Primary Care Payment support delivery of integrated
behavioral healthcare services by primary care practices?

Under Patient-Centered Primary Care Payment, a primary care practice that delivers integrated behavioral healthcare ser-
vices would receive a monthly Integrated Behavioral Healthcare Payment for each of the patients who has enrolled for well-
ness care from the practice. This would be paid in addition to the monthly Wellness Care Payment. The amount of the pay-
ment would be sufficient to enable the primary care team to employ an adequate number of individuals with behavioral
health expertise who can provide in-person and/or virtual counseling and care management to patients with a suspected or
diagnosed behavioral health problem such as depression, anxiety, or substance use disorder.

13.Would Patient-Centered Primary Care Payment support delivery of telehealth and
digital healthcare services by primary care practices?

Under Patient-Centered Primary Care Payment, the primary care practice would have the flexibility to deliver services to pa-
tients in whatever way is most feasible and appropriate for that patient - in person (either at the office or at the patient’s
home), by video to the patient’s home, by telephone, by email, or by other electronic methods. Rather than fragmenting the
patient’s care as many telehealth-only providers can do, Patient-Centered Primary Care Payment would enable the primary
care practice to deliver digital healthcare services in an integrated way, seeing the patient through an appropriate combina-
tion of in-person and remote services.
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14.How difficult will it be for primary care practices and health insurance plans to
implement Patient-Centered Primary Care Payment?

Patient-Centered Primary Care Payment can be easily implemented using the existing billing systems used by every primary
care practice and the claims payment systems used by every health plan. The primary care practice will use CPT codes to
bill the health plan for the monthly Wellness Care, Integrated Behavioral Healthcare, and Chronic Condition Management
Payments and for Acute Care Visit Fees, just as it bills for services today, and the health plan will pay the primary care prac-
tice the appropriate amounts for each of those CPT codes just it as it pays for current services today. In contrast to other
hybrid and population-based payment systems, there is no need for attribution systems, risk adjustment, or performance-
based adjustments to payments in Patient-Centered Primary Care Payment.

15.How would a health plan verify that a patient had enrolled for wellness care or for
chronic condition management services?

If a patient enrolls with a primary care practice for wellness care or chronic condition management services, the primary
care practice would bill the health plan each month for a Wellness Care and/or Chronic Condition Management Payment.
When the practice submits a claim to the health plan with a CPT code for one of those payments, the practice would be certi-
fying to the health plan that the patient had enrolled for that type of care and that the patient had received the appropriate
services. The primary care practice would maintain documentation that the patient had agreed to enroll.

This is the same approach the Centers for Medicare and Medicaid Services (CMS) is currently using to pay physician practic-
es for chronic condition management (CCM) services to Medicare beneficiaries. According to the CMS guidance document:

A practitioner must obtain patient consent before furnishing or billing CCM. Consent may be verbal or
written but must be documented in the medical record, and includes informing them about:

e The availability of CCM services and applicable cost sharing
e That only one practitioner can furnish and be paid for CCM services during a calendar month
e The right to stop CCM services at any time (effective at the end of the calendar month)

Informed patient consent need only be obtained once prior to furnishing CCM, or if the patient
chooses to change the practitioner who will furnish and bill CCM.

16.What if patients aren’t willing to enroll?

Enrollment would enable the patient to receive additional services from the primary care practice and to receive services in
more flexible ways than if they do not enroll. Enrolling for wellness care or chronic condition management services would
not “lock in” the patient to that practice; the patient could unenroll at any time. Moreover, enrolling would not mean that the
practice would serve as a “gatekeeper” for services delivered by other healthcare providers. The patient could still make a
visit to another primary care practice or specialist if they wished to, and they would not be required to receive approval from
the primary care practice before receiving services from specialists.

It would be up to the primary care practice whether it wanted to continue providing services to a patient who is not willing to
enroll for wellness care, since the practice would only be able to receive standard fee-for-service payments for that patient,
and it would be unable to provide the same services or the same quality of care to the patient as it was providing to its en-
rolled patients.

If a patient with a chronic disease wanted to receive care for that disease from a specialist instead of the primary care prac-
tice, the patient could still choose to enroll with the primary care practice for wellness care services and care for acute prob-
lems, but not to enroll for chronic condition management. If the primary care practice was agreeable to this, it could limit its
services for that patient to wellness care and acute care, and, with the patient’s permission, it could stay in contact with the
specialist practice to share any information necessary to coordinate their respective services appropriately.

17. How would primary care practices be paid for “snowbirds” and other patients who
live in different places during different parts of the year?

Because Patient-Centered Primary Care Payment would allow services to be delivered virtually when appropriate, some pa-
tients could receive wellness care and chronic condition management services from their primary care practice even if they
are living in another community for a few months. If one of those patients had an acute problem that could not be ad-
dressed through telehealth, the patient could seek care from a primary care practice in the community they are visiting, and
that practice would be paid for the acute care at standard fee-for-service rates.

Alternatively, the individual could enroll with a primary care practice located in Community A during the portion of the year
they reside there. When they move to Community B, they would unenroll from the first practice and enroll in a primary care
practice located in Community B, and then reverse the process when they return to Community A. The patient could author-
ize the two primary care practices to share information in order to ensure continuity of care.
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In contrast, the attribution systems currently used by Medicare and other payers assign patients to practices based on
where they made the majority of their office visits during a “lookback” period. This can potentially result in the patient being
attributed to the primary care practice in Community A after they have returned to Community B and vice versa, or being
attributed to one of the practices for the entire year even though the patient is receiving services from a different practice
during a portion of the year.

18.How much would insured patients have to pay for services under Patient-Centered
Primary Care Payment?

If a patient has insurance, there should be no patient cost-sharing for the monthly Wellness Care Payments or Chronic Con-
dition Management Payments, nor should they be subject to any deductible. The goal of these services is to prevent health
problems from occurring, so it would be undesirable to create cost barriers that could discourage patients from enrolling to
receive these services. A modest copayment would be required for an Acute Care Visit Fee in order to discourage patients
from making unnecessary visits to the practice, but the copayment amount should be low enough that patients do not avoid
contacting the practice when they have an acute issue that should receive attention.

19.How does Patient-Centered Primary Care Payment ensure patients are receiving
high-quality care?

Under Patient-Centered Primary Care Payment, the primary care practice would not be paid for a month of care or an acute
care visit with a patient unless the practice had followed evidence-based clinical guidelines for care of the specific health
needs of that individual patient during the month or visit (except in cases where the patient was unwilling or unable to use
the recommended services). As a result, every patient could be assured that they would receive appropriate care for their
specific, individual needs.

20.How would a patient or payer know that a primary care practice is delivering
high-quality care if it is not reporting on quality measures and if its payments are
not affected by its performance on those measures?

The quality measures being used in current primary care payment programs and other “value-based” payment systems do
not tell a patient or payer whether a primary care practice is delivering high-quality care.

e No primary care practice can achieve 100% success on the quality measures typically used today because the quality
measures are not applicable to all of the patients who are measured, and the primary care practice cannot control all of
the factors that affect the measure even for those patients for whom the measure is applicable.

e Even if a practice has a 90% score on a quality measure, an individual patient has no assurance that they will be among
the 90% who receive care that meets the quality standard versus the 10% who don’t.

e |f a practice has a higher percentage score on a quality measure, it may be because the measure is applicable to a higher
percentage of patients or that a higher percentage of patients are willing and able to do what is needed, not because the
primary care practice staff are delivering care in a different way. Moreover, the fact that a high percentage of patients in
a practice have been receiving care consistent with the quality measure does not mean that new patients will.

e Current value-based payment systems have no quality measures at all for the care that many types of patients receive,
particularly for acute conditions. The fact that a primary care practice delivers some services in a high-quality way does
not guarantee that they will deliver all services that way.

Under Patient-Centered Primary Care Payment, the primary care physician or clinician would utilize evidence-based clinical
practice guidelines to determine what treatment and management services are most likely to achieve the best outcomes for
each individual patient, and the patient would be able to see what services are recommended in the guidelines so they
could be sure they were receiving appropriate care. The clinician would have the flexibility to deviate from the guidelines in
situations where the recommended treatment cannot be used for a particular patient or the patient is unwilling to use that
approach, but the reasons for deviation would have to be documented in the patient’s clinical record.

If a health plan was concerned that a primary care practice was not following evidence-based guidelines appropriately, it
could request documentation from that practice and recoup any payments that were made inappropriately. This is the
same process used today if there is concern that a practice is billing for services inappropriately. In contrast to current
quality measurement and prior authorization systems that create enormous burdens for the vast majority of primary care
practices that are delivering care appropriately, this approach would focus quality assurance time and costs on practices
that are not delivering appropriate and high-quality care.
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21. Will Patient-Centered Primary Care Payment reduce health care spending?

The goal of primary care is to improve patients’ health, not to reduce healthcare spending. Since many patients currently
receive poor quality primary care, unnecessary specialty services, and unnecessarily expensive treatments, improving the
quality of primary care will likely result in some reduction in spending on other kinds of services for many groups of patients.
However, for healthy individuals, better access to higher-quality primary care could easily cause an increase in total
healthcare spending, because a higher percentage of those individuals would likely receive appropriate screenings for can-
cer (e.g., colonoscopies and mammograms), and a higher percentage would use appropriate medications needed to man-
age chronic conditions (e.g., medications to control cholesterol and blood sugar) and receive regular testing to monitor
those conditions. Greater use of these services and medications is important for achieving better health outcomes for the
patients, but the payments for these services will increase total healthcare spending, at least in the short run. As a result,
one cannot assume that the savings from better care will completely offset the increase in spending needed to provide ade-
quate support for primary care.

Current payments for primary care are forcing many primary care practices to close and new physicians are being discour-
aged from entering the field. If access to primary care is significantly reduced, it is likely that spending on other services will
increase, both in the short run and the long run. As a result, failing to implement Patient-Centered Primary Care Payment
could cause healthcare spending to increase even more.

22.Why wouldn’t health insurance plans want to implement Patient-Centered
Primary Care Payment?

Unfortunately, most health insurance plans have been unwilling to implement significantly better payments for primary care
practices. The reasons are financial. Spending more on primary care will reduce a health insurance plan’s profits. Even if
the plan is simply paying claims for a self-insured employer, the plan will not want to incur any additional administrative
costs to implement a new payment system.

In addition, health plans benefit from being free riders. Primary care practices are not going to deliver care differently to
patients based on the type of insurance they have, so if other payers pay differently and primary care practices change the
way they deliver care in response to those payers, the patients who are members of the non-participating plan will also get
better care but the plan won’t incur the extra costs of paying adequately for services.

The strongest and perhaps only economic incentive for a health insurance plan to pay differently for primary care will be if it
believes that doing so would significantly increase its membership or that failure to do so would cause it to lose a large
number of customers. Consequently, it will be essential for employers and individuals to choose health insurance plans
that pay primary care practices using Patient-Centered Primary Care Payment.

23.Is there a target for the percentage of a health plan’s spending that should be
devoted to Patient-Centered Primary Care Payment?

It is both inappropriate and problematic to set targets for the percentage of total healthcare spending that primary care
practices should receive. No matter what target amount is used, it may be too low or too high depending on the characteris-
tics of the patient population and the community where they are receiving care. Moreover, if a payer implements other
initiatives to reduce utilization rates or payment amounts for specialty services that cause total healthcare spending to
decrease, this does not mean that payments for primary care should be reduced in order to maintain the same percentage
spending.

Spending on primary care will only be adequate if the amounts paid for primary care services are sufficient to allow primary
care practices to spend adequate time and hire the appropriate staff to deliver those services. That is the appropriate crite-
rion for determining whether primary care payments are adequate, not the percentage of total spending going to primary
care.
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