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The Impact of
Healthcare Reform
Chapter FastFACTS
1. The Patient Protection and Affordable Care Act extends
Medicare quality-reporting incentive payments for
physicians.
2. Physicians in small independent practices may pursue
other business options, such as becoming part
of larger physician groups or employees of larger
organizations, to cope with the results of reform.
3. Reform requires health insurers to standardize and
simplify claims processing procedures, authorization
requirements, electronic funds transfers, and more.
4. You can expect to see more younger people who will
be newly insured under their parents’ plans or through
Medicaid expansion.
5. The American Association of Medical Colleges
estimates that there will be 39,600 fewer primary
care physicians in 2015.

Y

ou don’t have to read all of the more than 2,000 pages of
the Patient Protection and Affordable Care Act (PPACA)
to know that the new law means changes for your practice over the next few years. But add in other forces—such as
advancing technology and new views on physician-patient communication—and you have a period of perhaps the most profound
change your practice has ever experienced. There’s a strong sense
that healthcare reform may have the most significant impact. But
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what specifically does reform mean for your practice? According
to Susan Wilder, MD, a family practitioner in Scottsdale, Ariz.,
and medical director of Concierge Choice Physicians (CCP),
“That question is like asking, ‘If we have a hurricane heading
towards the city, what is the city going to look like in five years?’
“Very importantly, underlying this whole
concept of a national quality strategy is that
down the road we’ll be looking at report cards
on the quality of care provided by individual
clinicians, hospitals, and others.”
Bob Doherty
Senior Vice President
Governmental Affairs and Public Policy
American College of Physicians

It’s a massive attempt at revising things in the system that are
poor quality and not responsive to technological development.
It’s going to be a mixed bag.” Almost everything may be in play,
from your office operations to the type of patient you will be seeing; you may even question whether your practice will need to
join forces with a larger practice in order to stay afloat.
Those decisions will likely be affected by other changes happening at the same time, like coding. “With the transition from
ICD-9 to ICD-10, along with the conversion of the requirements
for submitting payments, an awful lot is happening. It all pretty
much falls into place about 2015,” says Jeff Bauer, PhD, health
futurist, medical economist, and author of Paradox and Imperatives in Health Care: How Efficiency, Effectiveness, and ETransformation Can Conquer Waste and Optimize Quality.
This issue of Doctor’s Digest will explore the healthcare
reform changes that are likely to have the greatest impact on
your practice and will provide practical insights to help you
make decisions during these turbulent times that will position
you for success in 2015.

The Incentives
Under reform, some payments to physicians will rise as will
12
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the pressure to provide healthcare to an increasing number of
patients. Despite some initial details—mostly involving electronic health records (EHRs) (see Chapter 4 for more on technology)—at this point it’s unclear how the reform process and
its ultimate impact will play out, says Judy Capko, founder of
Capko & Company, a medical practice management and market
research company, and author of Secrets of the Best-Run Practices. For example, payment for prevention-related benefits may
be under consideration for the first time. Nonetheless, Ms.
Capko says there’s one sure thing: Physicians need to be prepared to make changes in their practices that correlate with
changes in payment. “[Physicians] with consistent and better
outcomes will be rewarded financially in their effort to improve
quality of care, which inevitably results in better patient compliance, early detection of complex conditions, and, inevitably,
fewer hospitalizations and lower cost,” she says.
The PPACA will extend Medicare quality-reporting incentive
payments. According to the American Medical Association
(AMA), incentive payments of 1% in 2011 and 0.5% from 2012
to 2014 will continue for voluntary participation in Medicare’s
Physician Quality Reporting Initiative (PQRI). Physicians who
participate in a qualified Maintenance of Certification Program
can earn an additional 0.5% incentive payment. But there’s a
downside: Physicians who do not participate in the PQRI program in 2015 will be penalized 1.5%; that rate rises to 2% in
later years. In addition, the EHR incentive program requires that
physicians meet “meaningful use” rules—which require reporting on quality measures—in order to qualify for incentive payments, according to the American College of Physicians (ACP).
For year-by-year details on how healthcare reform will affect
your practice, go to ACP’s “An Internist’s Practical Guide to
Understanding Health Care Reform” at http://www.acponline.
org/advocacy/where_we_stand/access/int_prac_guide.pdf.
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“Very importantly, underlying this whole concept of a national
quality strategy is that down the road we’ll be looking at report
cards on the quality of care provided by individual clinicians,
hospitals, and others,” says Bob Doherty, ACP’s senior vice
president of governmental affairs and public policy. “The goal is
to have those report cards developed based on valid measures
through a very rigorous process with public input.”
“By 2015, I won’t be at all surprised if only
40% of all doctors still work for themselves.
That would be roughly 70,000 more
physicians becoming employees. I think the
trend is pretty inescapable.”
Jeff Bauer, PhD
Health Futurist, Medical Economist
Author, Paradox and Imperatives in Health Care

Meeting these quality goals will be easier with EHRs, says
Charles Cutler, MD, FACP, chair of ACP’s Board of Governors
and a practicing internist in Norristown, Pa. “Once [EHRs are]
in place..., it will be so much easier to use the computer to provide better care, particularly in the areas of prevention, vaccines,
blood tests, and [others],” he says
This positive impact on healthcare consumers is worth what
may at times be difficult transitions for primary care physicians,
Dr. Cutler says. He calls expanding health coverage to 96% of
Americans an “incredible” step forward: “People with health
insurance will be healthier, will be treated better, and will not
have to wait in emergency rooms for hours when they are sick.
They are going to get better quicker,” explains Dr. Cutler. In
fact, he says, this end result will also lead to greater physician
satisfaction. “I think doctors will be so much more satisfied with
their care, [knowing] that they are doing the right thing at the
right interval,” he says.

Your Changing Practice
Experts believe that heavier patient loads, increased costs of
14
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technology, new security requirements for protection of data,
and new confidentiality requirements could prompt physicians
in small independent practices to seek other business options,
such as becoming employees of larger healthcare organizations
or local hospitals. While currently data suggest that half of all
physicians are in private practice and the other half employed,
that split will change over the next five years, Dr. Bauer says:
“By 2015, I won’t be at all surprised if only 40% of all doctors
still work for themselves. That would be roughly 70,000 more
physicians becoming employees,” he says. “I think the trend is
pretty inescapable.”
Private primary care doctors who want to stay that way will
need to consider other options. “You will still have an appreciable number of physicians who are going to say, ‘By 2015, there’s
no way I am going to work for a hospital or health system or an
insurance company or a large employer,’” Dr. Bauer says. These
physicians may need to consider working in larger groups.
“Economies of scale are the only way you can still practice medicine,” Dr. Bauer adds. “ If you want to be a private doctor by
2015, it is going to be so complex, you would never have time
to see patients if you did it yourself.” (For other options see
“Alternative Care Models.”)
Joining forces with larger groups may be done physically or
virtually via state-of-the-art technology. “Bundle fees pay doctors an amount for overall care of patients, not for every individual procedure that they do. So in order [for doctors to be
profitable] they need to work together more closely,” says Joseph
W. Stubbs, MD, MACP, an internist in Albany, Ga., and ACP’s
immediate past president. “I see healthcare as a consolidating
situation. . . . I think the only way we’re going to be able to [provide more primary care] is to increasingly use a team-based
model of care where a lot of the … internists or family care doctors oversee those [patients] who are continuing to have problems.” That team effort means better coordination with
specialists and hospitals. “It will be somewhat gradual but at an
accelerated pace for the next five years,” he says.
Mr. Doherty says being involved in a team-based model will
have a bottom-line impact: You’ll now be paid for the work
involved in coordinating care instead of being paid only for the
www.doctorsdigest.net
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Alternative Care Models
Some physicians are considering new models of care delivery to better
manage their financial and administrative burdens. Industry estimates vary
considerably from a low of about 750 to a high of 5,000 physicians who
are already offering an alternative way to pay for and receive care. However, it's important to note that alternative models still represent a very
small percentage of practices. Still, many analysts believe the number of
alternative practice models will grow in the coming years. Those models
include the following:

 Hybrid—Physicians are encouraged to see patients who are paying for

a concierge physician as well as those with Medicare and private insurance. Patients pay a fee for services that are not covered by traditional
insurance. Physicians typically care for 50 to 150 patients under the
hybrid program.

 Concierge—Physicians close their practices to all but the select few
willing to pay a yearly fee. Most full-model concierge practices care for
about 200 to 600 patients.

 Direct Pay/Cash Only—Physicians accept little or no insurance, and

most do not accept Medicare. This is primarily a cash-only model. The
AAFP estimates that there are 1,000 family physicians offering cashonly practices.

 Administrative Service Fee—Patients pay a periodic administrative
face-to-face visit. “This could create enormous opportunities for
practices to find new ways of getting revenue and also getting
better outcomes for their patients,” he says.
Those who stay in private practice will have to contend with
“an incredible influx of regulations, more compliance issues,
and many nitpicking little things,” possibly having to add more
people in the back office to ensure compliance, Dr. Bauer says.
That includes the new billing code. The current five-figure code
will start a transition to a more complex seven- to nine-digit
code next year. Patients will also have a new set of complexities
regarding co-pays and deductibles.
The reform legislation has been intended to ease some of the
complexity for physicians, Mr. Doherty says: A whole section
requires the health insurer to standardize and simplify its claimsprocessing procedures, authorization requirements, electronic
16

www.doctorsdigest.net

T H E I M PA C T O F H E A LT H C A R E R E F O R M

fee in exchange for physician access. Most patients continue to have
some insurance coverage.
Pricing for alternative care models varies. Full concierge programs can
cost patients from $1,000 to $15,000 a year, with most costing $1,500 to
$2,000, according to CCP. Direct pay programs charge $50 to $75 for short
visits and $300 or more for extended visits. Hybrid programs average
$1,500 to $1,800 per year.
The average practice offering a hybrid model reports revenue increases of
15 to 20%; individual physicians within the practice see revenue increased
by 10 to 40%, depending on the number of patients in the program. Under
full-model concierge programs, physicians can see income decline (if they
are unable to attract and retain patients) or increase significantly; however, workloads are dramatically reduced.
“The direct practice model is growing rapidly because a lot of people are
saying let’s skip the middle man,” Dr. Wilder says. “More and more
patients are going to a higher-deductible health plan or a health savings
account where they are responsible for their first dollar. It’s ‘win-win’.”
The key, Dr. Martin says, is to prepare for the increased number of patients
that are going to be seeing internists, family physicians, and pediatricians.
While a daunting task, he says it’s not one to fear but rather to prepare for.
“Understand it’s coming. We’ve been warned about it, so we just have to
act accordingly,” he says.

funds transfers, enrollment-eligibility verification, and more.
“There will be written rules requiring insurance companies to
standardize and simplify those processes; and if they don’t, they
will be fined,” he says.

Coping With the Patient Surge
As a result of healthcare reform, primary care physicians can
expect to see more Medicaid patients, some of whom may not
have had access to preventive primary care in the past. Medicaid
regulations in each of the states will expand the number of people who can be in the Medicaid system by a predicted 15.9 million by 2019, according to The Kaiser Commission on Medicaid
and the Uninsured. Beginning last April, states have the option
to cover parents and childless adults who earn no more than
133% of the federally defined poverty level and receive current
www.doctorsdigest.net

17

YOUR OFFICE IN 2015

federal matching contributions, says Roland Goertz, MD, president of the American Academy of Family Physicians (AAFP).
Individual states also may choose to phase in eligibility for this
group based on income. “By January 1, 2014, state Medicaid
programs must cover this population in its entirety with a higher
federal contribution, but states will have the option to provide
new coverage for individuals who have income that exceeds
133% of the federal poverty level,” he says. See “Timeline for
Change in Medicaid” for more details.
However, the new Medicaid patient mix will differ from what
you may currently see in your practice. According to the Kaiser
Family Foundation Focus on Health Reform analysis of the
Accountable Care Act, Medicaid would be expanded to all peo-

Timeline for Change in Medicaid
Are you ready for the upcoming changes in Medicaid? Here’s how they will
roll out, according to Dr. Goertz:
2010: States have had the option to expand Medicaid eligibility to childless adults beginning April 1, 2010, but will receive their regular federal
medical assistance percentages (FMAP) until 2014. Those states that have
already expanded eligibility to adults with incomes up to 100% of the federal poverty level will receive a phased-in increase in the FMAP for nonpregnant, childless adults so that by 2019 they will receive the same
federal financing as other states (i.e., 93% in 2019 and 90% in 2020 and
beyond).
2013-2014: Medicaid payments for fee-for-service and managed care for
primary care services that are provided by family physicians, general internal medicine physicians, or pediatricians will increase to 100% of the
Medicare payment rates for 2013 and 2014.
2014-2016: States will receive 100% federal funding to pay for people
who were not previously eligible for this benefit package or who were eligible for a capped program but were not enrolled. On January 1, 2014,
states will receive 100% federal financing for the increased payment
rates.
2017: States will receive 95% federal financing.
2018: States will receive 94% federal financing.
2019: States will receive 93% federal financing.
2020 and beyond: States will receive 90% federal financing.
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ple under age 65—including children, pregnant women, parents,
and adults without dependent children—with incomes up to
133% of the federal poverty level, based on modified adjusted
gross income, Dr. Goertz says. “Under both current law and the
Accountable Care Act, undocumented immigrants are not eligible for Medicaid,” he notes. All newly eligible adults will be
guaranteed a specific benefit package that provides at least the
essential health benefits.
Physicians can expect to see more younger people who will be
newly insured under parents’ plans—the new law allows for people up to age 26 to remain on their parents’ insurance plans—or
through Medicaid expansion. This will be in addition to the
annual preventive care services that Medicare will pay for
Medicare beneficiaries, so doctors are likely to see more elderly
patients for regular preventive services as well. “There will
hopefully also be a significant increase, one that is desperately
needed, in patients seeking preventive and primary care services
that they postponed or forfeited due to lack of insurance or
money prior to the changes,” Dr. Goertz says.
Beginning next January, Medicare will pay for an annual risk
assessment—the opportunity for another source of revenue—in
addition to the regular physical. “This is not a hands-on physical exam. This is more of a … counseling session, where the
physician can sit down with the patient on an annual basis and
www.doctorsdigest.net
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develop a personalized risk assessment and prevention program,”
Mr. Doherty explains.
That revenue stream will help. Although by 2014 Medicaid
reimbursement rates will equal those that Medicare pays, Dr.
“The [physician] shortages stress the need
for Congress to expand the number of
residency training positions funded by
Medicare to ensure there will be an adequate
supply of doctors in the healthcare system.”
Atul Grover, MD, PhD
Chief Advocacy Officer
Association of American Medical Colleges

Goertz says practices will have to decide how to cope with the
anticipated increase in patients covered by Medicaid. Mr.
Doherty recommends first looking at your current mix of
patients—Medicare and Medicaid as well as those who are privately insured. Then look at the payment rates under Medicare
and Medicaid and the payment rates that will be applicable to the
currently uninsured patients who won’t end up with Medicaid but
will get coverage through private health plans offered through
state-based health exchanges. “See what the payment rates for
those programs are, and make a determination about what mix of
patients makes sense for [your] practice,” he says.
One unknown factor is whether the payment rates for private
health insurance plans offered through the state health exchanges,
which come into effect in 2014, will be better or worse than the
traditional rates on private insurance that now exist in the states.
“We really don’t know yet,” Mr. Doherty says.
Susan Murphy, MBA, PhD, author of Building and Rewarding Your Team: A How-to Guide for Medical Practice, suggests
considering whether it would be appropriate and feasible for
your practice to pursue other revenue streams such as offering
executive physicals, pre-operation physicals, support groups,
group medical appointments, therapeutic massage, ultrasound,
nutrition consultations, and concierge medicine.
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A ‘Right-sized’ Workforce
By 2015, physician shortages will be 50% greater than previously expected, according to the Association of American Medical Colleges (AAMC). Previous projections showed a baseline
shortage of 39,600 physicians in 2015, but the AAMC now
anticipates that the number is closer to 63,000 as many more
patients will be seeking care by then.
The lack of primary care physicians will become dire by 2014,
Dr. Stubbs predicts, as many more patients will be seeking care
by the.. That’s when the more-than-30-million Americans who
will have health insurance will be looking for primary care doctors, and baby boomers will have greater healthcare needs. With
a growing, aging population, and one-third of physicians
expected to retire in the next decade, timely access to high-quality healthcare will be difficult for some Americans, says Atul
Grover, MD, PhD, the AAMC’s chief advocacy officer.
While the reform bill offers higher incentives and scholarships
for students to enter primary care, it will take time for enrollments to grow. “Over the next decade, you can’t just turn a
switch and get those students to become primary care doctors,”
Dr. Stubbs says. A national workforce group mandated by the
reform bill will monitor physician numbers.
Some point with caution to Massachusetts, which in 2006
offered state-sponsored healthcare insurance to lower-income
residents who were not eligible for Medicare. The plan didn’t
live up to many of the expectations. Patients had to wait months
to get an appointment with a primary care physician, and the situation put stress on emergency rooms and clinics. To avoid that
scenario on a national level, the primary care workforce must be
“right sized” to provide access to the newly insured, says Paul
Martin, DO, who practices in Dayton, Ohio. “In providing essen-
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tially all of the citizens of Massachusetts with healthcare coverage, the state miscalculated the number of primary care
providers available to provide quality healthcare to the newly
insured patients in the state. Thus, this shortage created a situation where the newly insured had no or poor access to primary
care physicians due to workforce mismatches,” he says. This
chaos led patients to the more expensive and over-extended
emergency rooms, he adds.
Congress needs to act to help find the “right-sized” workforce
that can handle the anticipated influx of patients into the system,
Dr. Grover says. In addition to an estimated 39,600 fewer primary care physicians in 2015, the AAMC estimates that there
will be a deficit of at least 33,100 non-primary care physicians
in specialties such as cardiology, oncology, and emergency medicine. “The shortages stress the need for Congress to expand the
number of residency training positions funded by Medicare to
ensure there will be an adequate supply of doctors in the healthcare system,” Dr. Grover says.
Another solution is to give more patient responsibilities to
physician extenders—nurse practitioners, mid-level assistants,
and physician assistants. “We’ll see a bigger role for nurse practitioners and PAs because we’re not going to have enough primary care physicians in the next ten years,” Dr. Stubbs says.

The Technology Connection
Even if you haven’t thought about the impact of reform on
your practice, you probably know that 2015 is the deadline for
the new EHR incentives for Medicare. With the government’s
offer to reward doctors who practice meaningful use of EHRs
with financial incentives, primary care physicians who have been
on the fence about switching to EHRs—or at least fully exploring their facets—have no excuse now not to hop on board.
“Medicine currently is probably the only sector of the economy
that hasn’t moved to a computer system like Macy’s. We have to
move into the electronic era,” Dr. Martin says.
Your computer investments, whether they include a Webbased EHR or a stand-alone system, will result in improved
workflow and productivity, and a new type of relationship with
patients. Add even more pressure and expectations involving
22
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social media, smartphones, and other technological advancements that may not even be on our radar yet, and experts say that
by 2015 your office communications will likely function very
differently from today.
John R. Thomas, president and CEO of MedSynergies, a
physician management company based in Irving, Tex., is in the
business of readying his physician clients for the future. He cautions primary care physicians not to take a wait-and-seeapproach and instead recommends having all electronic medical
systems in place by January 2013. “If physician groups do not
have their strategy down and their tactics and contingency plans
in place for [an EHR system} and what they’re going to outsource and where they’re going to get those functions, they are
in real trouble,” he says. (See “Tips for Revenue Forecasting.”)

Tips for Revenue Forecasting
Now is this time for your practice to evaluate various revenue systems and
to perform a series of varying scenarios to cope with the possible results
of healthcare reform, Mr. Thomas of MedSynergies says. When forecasting revenues, use the following tips to plan for a variety of healthcare
reform what-ifs:
1. Base revenues upon 2009 Medicare less 10%.
2. Assume patient payments are greater than 30% of your payer mix.
3. Verify coverage on each patient visit.
4. If 20% of your business results from out-of-network patients, 20% of
your current referral base is not on par with your commercial plans.
5. Assume that your practice's patient base will undergo a 25% turnover
each year.
6. Assume an investment of $25,000 per physician for a technology
platform investment as well as $5,000 per physician for annual
maintenance cost with a re-investment every three to five years.
The investment for small practices may be higher per physician.
7. Take three hours each week away from your office, phone, and e-mail
to construct a strategic grid for your healthcare system that sketches
out the probable impact of the various financial, operational, and
organizational changes that lie ahead.
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Finding Solutions
Outsourcing nonessential basic services is one way to relieve
the increasing pressures on your time. Start with the tedious
annual tasks that may remain unchanged and undigitized in
2015, for example, back-to-school shots from a pediatrician.
“Look at what you really have to do. Where can you get alternative providers that give you better capital utilization, better
technology utilization, versus people-skill utilization?” Mr.
Thomas asks.
“If you don’t feel that you have the fiscal
ability to get the technology, you will have to
work with larger groups … to get the health
information technology necessary. I think if
you do that, you can thrive."
Joseph W. Stubbs, MD, MACP
Internist
Albany, Ga.
Immediate Past President
American College of Physicians

Physicians can feel discouraged by the amount of paperwork
that is required in simply getting paid. “Apart from the cost
effectiveness, there’s a psychological cost of having to deal with
all of this. [Physicians] say, ‘Why did I go to medical school? I
don’t need to learn all of this stuff,’” Dr. Bauer says. Additional
options, he says, include hiring a practice management expert
and accessing resources and meetings offered by the Medical
Group Management Association.
Adopting electronic records can sweeten the deal for outsourcing. As you are expected to have more and more of your
records online, you could pay a monthly fee to outsource your
electronic records to somebody who also handles the security,
confidentiality, coding, and billing requirements. An outsourcing arrangement may also include a deal with the banks. “Several different models are being developed right now, but
electronic billing mechanisms are likely to prevail in the long
run. For example, I expect to see more payments through credit
24
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cards linked to health savings accounts. The uncertainty and
complexity of future payment mechanisms and the hassles of
trying to stay on top of all the changes are key reasons why so
many physicians are opting for employment,” Dr. Bauer says.
Another advantage of outsourcing is that you don’t have to
make a huge down payment up front. There are different outsourcing models, but in general the industry is moving towards
a per-patient-per-year fee or a per-patient contact fee. It’s hard
to compare the costs, Dr. Bauer says, but he estimates that
monthly costs range from a few hundred to a few thousand dollars a month depending on system capabilities. “I recommend
that physicians first decide exactly what capabilities they want
from their system…and then shop for the best deal for the system needs they have specified,” says Dr. Bauer.
In addition, Dr. Stubbs foresees organizations similar to visiting nurse organizations available to provide case managers as
part of an evolving view of mobile health. These managers could
contract with physician offices to provide an extension of a doctor’s orders to follow patients closely on an outpatient basis.

Your Best Options
To find out your best options, stay on top of healthcare reform
developments and continue to evaluate strategies that appear to
work best for you. “You will not need to suddenly look for
employment. The Titanic is not sinking,” Dr. Stubbs says. In fact,
there is a growing need for primary care physicians. It’s just a
matter of finding the right practice vehicle. “If you don’t feel that
you have the fiscal ability to get the technology, you will have to
work with larger groups … to get the health information technology necessary. I think if you do that, you can thrive,” he says.
For many physicians, the prospect of providing more patients
with excellent care and being able to manage their own health is
exciting. “I see opportunity,” Dr. Stubbs says.
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