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F
or the fi rst time in recent history, there is nearly 

universal agreement that the redesigned US 

health care system must have as its foundation 

robust, comprehensive, and capable primary care. For 

this to happen, primary care practices need to make 

practice changes along the model of the patient-cen-

tered medical home (PCMH).1,2 Although this process 

of transformation provides exciting opportunities for 

practices, it also presents challenges, including costs. 

In this editorial, we discuss those opportunities, as 

 well as the challenges and costs and who should pay 

those costs.

There are many reasons for practices to move toward 

new ways of organizing care, even as they work to 

remain true to the core values of primary care and family 

medicine.2-6 Internal reasons, driven by professionalism, 

include (1) becoming more service oriented for patients, 

(2) providing more effective care for better patient 

outcomes, (3) providing more effi cient care for a better 

practice bottom line, and (4) creating an enjoyable work 

environment. External reasons for transformation are to 

position the practice to be successful in a new payment 

environment and to meet the needs of a changing patient 

population and emerging community needs.

Several articles in this issue of the Annals illustrate 

success in transformation efforts. Sinsky et al describe 

a team-based approach that could help restore joy in 

practice.7 Donahue et al describe a number of practices 

that succeeded in quality improvement initiatives.8 
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These articles also describe challenges that prac-

tices face in transformation. For example, Donahue et 

al found that some practices engaged in transformation 

were not successful.8 Shaw et al found no improvement 

in overall colorectal cancer screening rates for prac-

tices engaged in a quality improvement initiative.9 

What does it take to make practice change a suc-

cess? First, complete transformation requires a change 

in many independent processes to create a more effi -

cient and effective whole. It is incomplete to add only 

a care coordinator or install electronic health records 

to improve quality or to add more medical assistants to 

see patients with the clinician. Complete transforma-

tion requires careful attention to 4 areas: leadership, 

teamwork, communication, and metrics. Without these 

basic organizational requirements, no amount of prac-

tice facilitation or coaching is likely to succeed.

Transformation also costs money and human 

resources. Donahue et al suggest 2 to 3 clinical sup-

port staff per physician for effective team-based care, 

a much higher ratio than is found in most practices. 

Funding is also needed to support quality improvement 

efforts. Culler et al estimated the cost of a practice 

facilitator for improving diabetes management at nearly 

$10,000 per practice per year, which does not include 

costs to the practice for staff and systems.10 

What do these practice change activities cost the 

practice? A study by Dodoo et al found that improving 

care through behavior interventions cost practices an 

average of $1,850 per month for implementation, plus 

$58 per month for each patient that participated in 

the intervention.11 For a practice with several interven-

tions that include 20% of a physician’s panel of 1,500 

patients, the monthly cost could be more than $17,000 

per physician. Halladay et al found that just the pro-

cess of reporting on quality cost an average of $5,600 

per clinician for start-up, plus $2,200 annually.12

Given that transformation requires many of these 

activities, it is important for practices to know what their 

total costs would be. Although many articles describe 

transformation programs, including 14 articles in a recent 

Annals supplement,13 few explore costs to practices. A 

recent analysis by Baron et al suggested that changing 

to a PCMH model would cost practices approximately 

$117,000 per physician per year.14 Some of these costs 

might be reduced through more effi cient work fl ow. For 

example, some studies fi nd that increasing the staff-to-

physician ratio can increase net revenue to practices.15 

Other authors, however, suggest that the costs might 

actually be higher, and that most practices underesti-

mate the costs of practice change.16 Uncertainty about 

the cost to practices is one reason that the Agency for 

Healthcare Research and Quality is funding studies to 

examine the full cost of primary care transformation.17

Who should bear these transformation costs? Some 

might argue that they should be borne by practices, 

because they are opportunity costs for participation in a 

changing business environment. In fact, some practices 

have tried to offset these costs by increasing effi ciency 

or focusing on procedures with higher reimbursement. 

Most practices, however, are capital depleted and lack 

the administrative infrastructure to support systematic 

improvement and change. In other industries businesses 

could recoup these opportunity costs by increasing their 

prices, but such is not a viable option for primary care 

practices, which have limited ability to set their prices. 

Even if practice change ultimately engenders effi cien-

cies, during the transition period practices with often 

miniscule margins need to pay real and often substantial 

costs.18 It is impractical to expect primary care practices 

to bear the cost of transformation unless they are reim-

bursed for the costs they incur.

Research on the PCMH has shown that the ultimate 

savings for this investment accrues not to the practice 

but to patients, payers, and the health care system.19,20 

The health care system, therefore, needs to invest in 

helping practices to make the changes that are needed 

for an effective, effi cient, patient-centered, and sustain-

able health care system. Currently about 5% to 6% 

of US health care expenditures go to primary care.21 

The American Academy of Family Physicians (AAFP) 

has advocated for payers to increase allocation to 10% 

to 12% of expenditures,22 similar to countries where 

overall costs are lower and quality is higher. Increasing 

payment to primary care can dramatically reduce the 

total cost of care as long as these resources are funneled 

into systematic changes in the process and conduct of 

the care. A study by Raskas et al showed that a 20% 

increase in payment to primary care would only be 1% 

of total costs but can save 4% from the total spent.23 A 

report of US PCMH programs showed major improve-

ments in quality of care, including diabetes and other 

chronic disease care, as well as preventive care.24 It also 

showed that payers saved much more than they spent 

for transformation. These savings could be used to pay 

for the cost of practice transformation, as well as reduce 

the disparity in pay between primary care physicians 

and their specialty colleagues.

Changes in payment to primary care should include 

not only how much is paid but also how it is it paid. 

In the current fee-for-service payment system that 

rewards volume rather than quality, we cannot expect 

substantial change in how the work of primary care is 

accomplished. The Commonwealth Fund,25 AAFP,22 

and other organizations and individuals26-28 have called 

for a blended model of payment, combining fee-for-ser-

vice with capitated payments for care coordination and 

bonuses for performance and/or shared cost savings. 
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Payers can also provide support by paying for systems 

to coordinate care between primary care offi ces and 

other components of the health care system.

Some payers are recognizing this need to support 

primary care in order to achieve transformation. For 

example, Medicare is paying primary care clinicians 

a 10% bonus for offi ce visits, in addition to paying 

bonuses for the Physician Quality Reporting Sys-

tem, e-prescribing, and meaningful use of electronic 

health records. Care First Blue Cross Blue Shield has 

paid primary care clinicians an average of 32% higher 

rates in its PCMH program, with practices eligible 

for even higher payments based on performance stan-

dards. In early 2012, WellPoint, Aetna, and United, all 

announced plans to pay primary care in a different way 

with overall higher payments.

Although these programs are helpful, they are 

unlikely to be suffi cient in isolation, because offi ces 

cannot transform only for patients with selected insur-

ance plans. Payment reform needs to occur for all 

payers to make transformation feasible for practices. 

The Comprehensive Primary Care (CPC) initiative of 

the Centers for Medicare & Medicaid Services Innova-

tion Center exemplifi es such a multipayer program.29 

Practices receive the usual fee-for-service payment plus 

a prepaid care management fee that averages $20 per 

member per month for Medicare patients (with a lesser 

amount from commercial payers that have younger and 

less complex patients) in exchange for meeting discreet 

transformation milestones. In addition, there is the 

opportunity for shared savings after data are available 

for the fi rst full year.

Even though the CPC initiative is operational in 

only 7 markets, the Secretary of Health and Human 

Services has the authority to make these same changes 

in the entire Medicare program without further legisla-

tion. If other payers follow, this program should serve 

as a model for multipayer payment and transformation 

support throughout the United States. The care coor-

dination component is particularly important because it 

rewards quality rather than volume and focuses on what 

primary care clinicians are uniquely qualifi ed to do. It 

also provides adequate payment to support transforma-

tion—meeting the cost estimates of Baron14 and Dodoo 

et al11 would require about $7 to $12 per patient per 

month averaged across all patients and payers. Higher 

monthly payments would be needed to reduce the spe-

cialty payment gap if not all payers participated.

The US health care system is at a dramatic cross-

road. The current model, based on volume rather than 

value, is unsustainable. The alternative is a system that 

fosters a shared sense of responsibility for cost, qual-

ity, and service. This alternative presents a tremendous 

opportunity for primary care. A transition is not pos-

sible without robust primary care, which will require 

transformation along the PCMH model.

For the needed changes to occur on a wide and sus-

tainable basis, the cost to primary care practices should 

be funded by payers. Primary care clinicians should 

be held accountable for providing value to patients 

rather than volume of services, but they should be paid 

for the value they provide. We must not repeat the 

mistakes of the managed care era of the 1990s, where 

primary care physicians ceded the initiative to payers 

and promised unrealistic changes for inadequate sup-

port. Trying to fully transform primary care practice 

with inadequate funding is akin to using a 4-foot rope 

to save someone stuck in a 12-foot hole. If adequately 

funded, primary care practices can take the lead in 

reforming the US health care system by transforming 

their practices along the PCMH model. This transfor-

mation promises to not only “restore the joy in prac-

tice” but also to attract the best and brightest medical 

students to primary care.

To read or post commentares in response to this article, see it 
online at http://www.annfammed.org/content/11/3/202.
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T
he Annals is proud to announce the publica-

tion of its fi rst book: The Wonder and the Mystery: 

10 Years of Refl ections from the Annals of Family 

Medicine.1

The Wonder and the Mystery is an anthology of inti-

mate personal stories and innovative ideas published 

in the Annals’ Refl ections section. It includes a wide 

range of articles, from infl uential pieces on urgent topi-

cal issues to exceptional stories of unique individuals. 

The stories shed light on small moments and major life 

transitions. In the process, they help us fi nd meaning in 

our own physical, emotional, and spiritual journeys.

Together, the articles in The Wonder and the Mystery 

deepen our understanding of “the vibrant, unpredict-

able place where primary care and life intersect.”2 This 

unique collection is framed by the insights of Rachel 

Naomi Remen, whose Foreword might just remind 

readers of the “sense of wonder, of awe, of aliveness”3 

that drew them to primary care.

Sharing refl ections is an integral part of the Annals’ 

effort to shed light on the core of family medicine and 

primary care. When clinicians, researchers, and patients 

allow us a glimpse into their thoughts, practices, and 

lives—their personal and professional stories—we are 
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