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Overview  

ÅCurrent payment model 

ÅKeys to new payment systems 

ÅNew payment models 

ÅOpportunities 

ÅChallenges 

ÅWhat physicians need to be successful in new 

payment models 



History of Physician 

Payment  

1966-1992 

ÅReasonable 
Charge Payments 

1989 

ÅMedicare 
Physician Fee 
Schedule 
established by 
Omnibus Budget 
Reconciliation Act 
(OBRA) 

 

ÅEffective in 1992 

1989 

ÅMedicare Volume 
Performance 
Standard (MVPS) 
established by 
OBRA 

1997 

ÅSustainable 
Growth Rate 
established by 
Balanced Budget 
Act 

2006 

ÅPhysician Quality 
Reporting Initiative 



How Physicians Are 

Paid 

Performance Adjustment Factors 

PQRI Electronic Prescribing 
Electronic Health 

Records 
Primary Care/General 

Surgery 
HPSA Bonus 

Payments 

Conversion Factor 

Sustainable Growth Rate (SGR) 

Relative Value Unit (RVU) 

Work, Costs, PLI Geographic Practice Cost Indices 

Current Procedural Terminology (CPT) 

ICD-9 Health Care Common Procedure Coding System 



What Is the Future of Fee -

for -Service  

ÅThere are two clear distinct practice patterns 

ïEvaluation and Management Based Practices 

ïProcedural-Based Practices 

ÅIf this is true, why are all physicians paid under the same 
fee schedule? 

ÅCan you achieve relativity in payments when certain 
components are unquantifiable? 

ÅDoes the current system reward technology over 
continuity of care? 

ÅEpisode-based care versus continuous comprehensive 
care. 



There are Clear Distinctions in 

Physician Practices Yet There is One 

Payment Model  

 

 

Family Medicine 

Internal Medicine 

Pediatrics 

Neurology 

Surgical Specialties 

Medicine 

Subspecialties 

Dermatology 

General Surgery 

OB/GYN 

Ophthalmology 

Procedure 

Based 

E&M 

Based 



How Physicians Are Paid 

Today  

Patient 
Care 

PQRI 

Electronic 
Prescribing 

Electronic 
Health Records 

Primary Care 
Bonus 

General 
Surgery Bonus 

Health 
Professions 

Shortage Area 

Performance 
Demonstrations 



Problems With Current 

Payment Model  

Episode-Based - physicians are paid based upon volume of services provided 

versus the quality of services provided 

Volatile and Unpredictable 

Many important services are not paid adequately or at all - prevention & 

wellness 

Physicians are only paid for seeing patients in person, not for advising other 

physicians or coordinating services 

Payments vary by provider, site of service, geographic location 

Every physician gets paid separately leading to duplication of services 

Payments are frequently below the actual cost of care delivery 



SGR - 10 Year 

Review  
YEAR FORMULA 

UPDATE 

ACTUAL 

UPDATE 

LEGISLATION 

2002 -4.8% -4.8% 

2003 -4.4 1.4% Consolidated Appropriations Resolution 

2004 -4.5% 1.5% Medicare Modernization Act (P.L. 108-173) 

2005 -3.3% 1.5% Medicare Modernization Act (P.L. 108-173) 

2006 -4.4% 0.2% Deficit Reduction Act of 2005 (P.L. 109-171) 

2007 -5% 0% Tax Relief and Health Care Act of 2006 (P.L. 109-432) 

2008  

January to June 

-10.1% 0.5% Medicare, Medicaid, SCHIP Extension Act of 2007 (P.L. 110-173) 

2008 

July to December 

-10.6% 0% Medicare Improvements for Patients and Providers Act of 2008 (110-275) 

2009 0% 1.1% Medicare Improvements for Patients and Providers Act of 2008 (110-275) 

2010 

January to February 

-21.3% 0% Department of Defense Appropriations Act (P.L. 111-118) 

2010 

March 

-21.3% 0% Temporary Extensions Act (P.L. 111-144) 

2010 

April to May 

-21.3% 0% Continuing Extensions Act (P.L. 111-157) 

2010 

June to November 

-21.3% 2.2% Preservation of Access to Care for Medicare Beneficiaries and Pension Relief Act (P.L. 111-

192) 

2010 

December 

-23.6% 0% 

2011 -23.6% 0% 



Key Elements of a New 

Payment Model  

ÅPromote quality 

ÅImplement advanced clinical processes 

ÅEnhance coordination of services 

ÅDecrease duplication/remove fragmentation 

ÅLower cost  

ïEpisode of care 

ïOverall  

 



Two Driving Factors  

Cost 

Quality 



Desired Payment 

Model  

Advanced 
Clinical 
Process 

Coordination 
of Services 

Data 
Collection 

and Analysis 

Improved 
Outcomes 



NEW PAYMENT MODELS 



How Will Physicians Be Paid  

for Their Services in the Future  
ÅServices Provided 

ÅPractice/Behavior Payment Models 

ÅBifurcated Fee-for-Service 
ïPayment methodologies for primary/specialty care 

ïPrecedent with MVPS 

ÅBlended Payment Models 
ïFee-for-Service and Global Payment 

ïPatient Centered Medical Home 

ïChronic Care Management Programs 

ÅBundled Payments 

ÅShared Savings Programs 
ïCapitated Payments and Bonus for Quality/Efficiency 

ïAccountable Care Organizations 

ïTransition of Care Payment Models 
 



Payment for 

Services  

ÅPayment model whereby certain services or delivery 

methods that are not currently paid for, are.  Or, services 

currently paid for are paid at a higher rate. 

ïPayment for currently uncompensated services 

ïHigher payments for current compensated services 


