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The Future of Primary Care

Reforming Physician 
Payment
Allan H. Goroll, M.D.

At the heart of the decline in pri-
mary care lie dysfunctional payment 
systems, from the “gatekeeper” 
schemes of the 1990s to the cur-
rent volume-driven, fee-for-service 
approaches. These have proved anti-
thetical to the goals of primary care, 
leaving patients unhappy, physicians 
demoralized, a generation of U.S. 
medical students shunning careers 
in the field, and access to care in-
creasingly problematic — all con-
tributing to an impending national 
health care crisis.1

Several payment reforms have 
been proposed. One approach would 
augment fee for service with a “man-
agement fee” to pay for coordination 
of care extending beyond face-to-face 
encounters. This evolutionary ap-

proach, while recognizing an impor-
tant need, retains the predominantly 
piecework payment system that per-
petuates our “hamster-wheel” envi-
ronment. Moreover, it relies on the 
Relative Value Scale Update Com-
mittee (RUC) of the American Med-
ical Association to set values for 
primary care services, despite the 
committee’s marked overweighting 
in favor of procedural specialties and 
the potential conflicts inherent in a 
fiscally constrained budgeting envi-
ronment.

Value-based payment has become 
popular with some payers and pur-
chasers, leading to “pay-for-perfor-
mance” programs that are incorpo-
rated into fee-for-service systems 
(often as part of a hybrid approach 
that also includes a management fee, 
as outlined by the Patient-Centered 
Primary Care Collaborative, www.
pcpcc.net). Clinicians’ concerns about 
the emphasis that pay for performance 
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Robust evidence shows that patient 
care delivered with a primary care 
orientation is associated with more 
effective, equitable, and efficient 
health services. Countries more ori-
ented to primary care have residents 
in better health at lower costs. Health 
is better in U.S. regions that have 
more primary care physicians, where-
as several aspects of health are 
worse in areas with the greatest sup-
ply of specialists. People report bet-
ter health when their regular source 
of care performs primary care func-
tions well. In addition to features 
promoting effectiveness and effi-
ciency, there are fewer disparities 
in health across population sub-

groups in primary care–oriented 
health systems.1,2

Important functions of primary 
care include serving as the first point 
of contact for all new health needs 
and problems; delivering long-term, 
person-focused care; comprehensive-
ly meeting all health needs except 

those whose rarity renders it impos-
sible for a generalist to maintain 
competence in them; and coordinat-
ing care that must be received else-
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The United Kingdom takes the im-
portance of primary care for grant-
ed. The U.K. government is effec-
tively the country’s single payer, and 
successive administrations have been 
convinced by mounting evidence that 
primary care promotes high-quality, 
cost-effective, and equitable health 
care.1 If anything, the U.K. govern-
ment has become more convinced 
over the past 15 years that strong pri-
mary care needs to be at the heart 
of the country’s health care system 
— quite the reverse of the situation 
in the United States. U.K. primary 
care physicians now have average 
earnings of $220,000 (in U.S. dol-
lars), which is more than many spe-
cialists earn. The payment system is 
a mixture of risk-adjusted capitation 
and 25% additional pay for perfor-
mance.

Having a single-payer system helps 
a great deal in terms of organizing 
quality-improvement activities. Over 
the past decade, the U.K. government 
has been able to introduce myriad 
nationwide quality-improvement ini-
tiatives, ranging from annual perfor-
mance reviews of all physicians by 
local peers and national standards 
for the care of major diseases to co-
ordinated local programs of clinical 
auditing. These activities have result-
ed in substantial quality gains2 so 
that the additional introduction of a 
major pay-for-performance scheme in 
2004 resulted in only modest further 
improvement.3

U.K. primary care physicians in-
creasingly work in multidisciplinary 
teams, with nurses taking on an in-
creasing proportion of the work. 
Nurses see patients with minor ill-
nesses and assume responsibility for 
the routine management of chronic 
diseases. Physicians generally agree 

Continued on page 2092

Copyright © 2008 Massachusetts Medical Society. All rights reserved. 
Downloaded from www.nejm.org on November 16, 2009 . For personal use only. No other uses without permission. 



n engl j med 359;20  www.nejm.org  november 13, 2008

PERSPECTIVE

2091

The Future of Primary Care

where. The appropriateness of primary 
care–based health systems has been 
endorsed by the Pan American Health 
Organization and the World Health 
Organization.3,4

The United States now ranks 15th 
to 40th worldwide on various key 
health measures, such as life expec-
tancy or years of life lost owing to 
preventable causes. And our rank has 
been falling steadily, indicating a need 
to reassess the delivery of services and 
the balance between primary care and 
specialty services. Today, more than 
half of specialist visits are for rou-
tine follow-up — a misuse of expen-
sive resources. There are large inter-
regional variations in referral rates 
and use of specialist services that can-
not be explained by differences in pa-
tients’ needs. Primary care services 
in most industrialized countries are 
more comprehensive than those in 
the United States, where patients are 
often referred to specialists for prob-
lems — such as conditions requiring 
minor surgery or joint aspirations 
— that are common in the popula-
tion and should therefore be ad-
dressed in primary care.

There are a number of policy op-
tions for improving U.S. primary care. 
The first imperative is to recognize 
that the health services system is dys-
functional. Most approaches to reform 
do not distinguish the use of primary 
care services from that of specialty 
services, despite the underuse of the 
former and overuse of the latter.

Second, perverse financing incen-
tives must be eliminated. Federal sub-
sidies for specialists’ training programs 
now greatly exceed those for primary 
care physicians — a situation that 
needs redressing. Encouraging the use 
of primary care physicians for com-
mon health needs instead of special-
ists in diseases, organ systems, or 
procedures requires increasing earn-
ings of the former to levels commen-
surate with those of the latter. In many 
countries, specialists are paid by sal-

ary. In other places, specialist-visit 
reimbursements are lower when pa-
tients are not referred by a primary 
care physician.

Relatedly, better use of information 
on the frequency of various illnesses 
and complications could provide a 
much-needed basis for understanding 
when specialist services are warrant-
ed. These criteria should focus on the 
likelihood that patients have uncom-
mon conditions or unusual compli-
cations. Primary care management 
for the vast majority of health prob-
lems should be the rule for most di-
agnosis and care, with specialist in-
tervention when diagnosis requires 
confirmation with the use of special 
technology that is impractical to pro-
vide in primary care settings. For 
management dilemmas, primary care 
physicians can often seek advice from 
a specialist themselves, obviating the 
need for direct contact between pa-
tient and specialist.

In addition, evidence regarding the 
benefits of health services interven-
tions in primary care would be more 
useful if interventions were tested in 
community-based primary care set-
tings. Primary care practitioners should 
be the main decision makers about 
the applicability of clinical-trial results 
in primary care populations.

Since it will be a long time before 
U.S. primary care services are equita-
bly distributed, the network of fed-
erally funded community health cen-
ters should be expanded in areas of 
shortage. At the same time, we urgent-
ly need to standardize insurance ben-
efits to ensure that the benefits of 
health services are equally available 
to everyone.

Health challenges are changing. 
States of increased risk, such as el-
evated blood sugar level or elevated 
blood pressure, are now treated as 
diseases. With conditions being di-
agnosed earlier and populations ag-
ing, the prevalence of various illness-
es has increased, their character has 
changed, and patients with multiple 

coexisting conditions are common. 
Still, much of primary care consists of 
dealing with problems that are never 
attributed to a specific diagnosis.5 
Better patient-level measures, such as 
physical and emotional signs and 
symptoms, rather than disease-ori-
ented measures, such as laboratory 
values, will be necessary to more ad-
equately assess outcomes and the 
quality of care.

Finally, new approaches to infor-
mation technology will be needed to 
facilitate the recording of patients’ 
problems and assessment of their re-
sponsiveness to interventions, encour-
age practice-based learning about in-
terventions’ effects, eliminate duplicate 
and conflicting services through care 
coordination, and provide for ongo-
ing upgrading of an information base 
for assessing community health needs 
and detecting adverse effects, incipi-
ent epidemics, and health-compro-
mising exposures.

A stronger primary care infrastruc-
ture — with more appropriate, evi-
dence-based specialty care as back-
up — demands policy consideration 
if the United States is to improve its 
international standing in health.
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