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Will Pay-for-Performance Relieve Payment Woes?

Over the next five years, Medicare’s formula for paying doctors will reduce
physician reimbursement by 30%. Recognizing that such cuts will have far-

reaching implications, the federal Centers for Medicare & Medicaid Services is
testing a pay-for-performance program to reward high-performing physicians with
increased pay. By the end of this year, more than 600,000 Medicare recipients will
be in demonstration programs in which doctors will get bonuses for measurably
improving results for patients with common chronic diseases, such as congestive
heart failure, coronary artery disease, diabetes, and high blood pressure.

Among the many questions physicians have about pay for performance is: Will
it be fair? Edward Hill, MD, president-elect of the American Medical
Association, says pay-for-performance systems are difficult to install and are dan-
gerous. “The main problem is that if pay-for-performance simply drives down
costs, it will not work, and it will not improve quality,” he comments. “If it’s truly
going to be fair, evidence-based, really for quality care for patients, then of
course, that’s a good thing. But it’s very, very risky and difficult. It’s going to be
difficult to implement as well.” The AMA (www.ama-assn.org) recently pub-
lished guidelines for pay-for-performance programs.

Joseph Antos, a scholar at the American Enterprise Institute, says, “Regardless
of whether pay-for-performance is fair, physicians should prepare for such pro-
grams because Medicare wields significant clout in the health care market.” In
fact, Antos says, Medicare essentially runs the U.S. health system because 100%
of hospitals and 95% of doctors must follow Medicare rules, and insurers typically
mimic Medicare payment schedules.

“The cards are definitely stacked against doctors,” Antos comments. “The cuts
are built into the law, and Congress will have a hard time changing anything
about these Medicare cuts. What the AMA and other physician groups are say-
ing is: ‘One, you have to give us an increase next year and not a cut; and two,
you cannot institute pay-for-performance until you’ve given us an increase.’ I’m
not convinced any pay-for-performance system will be the answer. Over the next
three years, doctors will find that some percentage of their Medicare fees will be
determined on how well they meet certain government standards. That may get
them a minor increase next year. However, it’s a temporizing move.” 

William Jessee, MD, president and CEO of the Medical Group Management
Association, observes that since Medicare is developing pay-for-performance
systems, both Medicare and private insurers will be able to pay less to physicians
who do not meet these performance standards. “In academia, the rule is publish
or perish,” he adds. “For hospitals and physicians, it may be perform, publish your
data, or not be paid.”
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A cross the country,  asthma
specialists and primary care
physicians are finding that

the outcomes of their asthma
patients who participate in disease
management (DM) programs are bet-
ter than the outcomes of those who
do not participate. The goal of DM
programs is to identify enrollees with
asthma, educate them about their
condition, ensure that they under-
stand their asthma triggers and the
treatment plan outlined by their
physician, and prompt them to con-
tact their physician when an inter-
vention is necessary. These programs
can have significant benefits for
physicians as well as patients.

“DM programs serve as the eyes and
ears of the practicing physician
between patient visits,” says Al Lewis,
executive director of the Disease
Management Purchasing Consortium
International in Wellesley, Mass.
“The most significant benefit to
physicians is that they receive imme-
diate notice if something is going
wrong with one of their patients. In
this way, DM programs enable physi-
cians to achieve better outcomes for
their patients at no additional cost.”

High Prevalence
Asthma lends itself to DM because
its prevalence is high, under-treat-
ment is common, and emergency
department visits and hospitaliza-
tions can be vastly reduced with
proper treatment and education,
according to Mark Hackman, MD,
medical director for physician affairs
at American Healthways, a DM
company in Nashville. “People with
asthma tend to accept the shortness
of breath and do not recognize that
there is adequate treatment avail-
able,” says Hackman, who oversees
the asthma DM program at
American Healthways. “When peo-

ple understand the factors that trig-
ger their asthma and are prompted to
follow their physician’s treatment
plan, their symptoms are reduced and
outcomes improve.”

“A great deal of information has
been published about asthma man-
agement by the National Asthma
Education and Prevention Program
and professional organizations both in
the United States and globally,” says
Kenan Haver, MD, pediatric  asthma
specialist at Massachusetts General
Hospital in Boston and a member of
the Partners Asthma Center. “DM
facilitates translation of the current
knowledge about asthma diagnosis
and management by helping to link
the various levels of asthma severi-
ty—mild intermittent, mild, moder-
ate, or severe persistent—with appro-
priate treatment.”

Asthma management guidelines
have helped health care providers
adopt a step-wise approach to asthma,
Haver continues. “The goal of this
approach is to optimize outcomes
with the least amount of medication,”
he says. “In this context, DM pro-
grams help remind physicians about
key points to help assess asthma
severity, and then to link severity
with an appropriate level of medica-
tion, helping them step-up or step-
down therapy when appropriate.”

Following Best Practices
Asthma DM programs use published
guidelines to standardize the best prac-

tice approach to care for all patients,
Haver says. “While the guideline
approach may not work for every
patient, it provides a common place to
start,” he explains. “Through regular
contact we can learn for whom we need
to think outside of the guidelines.”

Typically, DM programs contract
with payers and identify program par-
ticipants based on claims data.
“American Healthways uses claims to
identify a health plan’s enrollees with
asthma,” Hackman explains. “We
also obtain referrals from physicians
and self-referrals from enrollees.”

American Healthways then uses
software to stratify patients into two
levels: active and maintenance
level. “The goal is to direct our
resources toward patients who are at
the    highest risk of decompensation,”
says Hackman.

Once the patients with active asth-
ma are identified, DM nurses make
telephone calls to determine each
patient’s level of severity based on
guidelines for asthma treatment. An
active asthma patient is classified into
one of four levels: intermittent, mild
persistent, moderate persistent, or
severe persistent. “Nurses assign a
level based on the patient’s symptoms
(typically the frequency of shortness
of breath) and frequency of use of
reliever medications,” Hackman
states. “For example, patients who
need to use only reliever medication
when they exercise are classified as
intermittent. In contrast, people who

Asthma Efforts Improve Outcomes

(Continued on page 4)

“The most significant benefit of disease
management is that physicians receive
immediate notice if something is going
wrong with one of their patients,” says Al
Lewis of the Disease Management
Purchasing Consortium.



are almost continuously short of
breath throughout the day and fre-
quently wake up at night are classified
as severe persistent.”

Nurses also seek to understand the
patient’s knowledge about the disease.
“The nurses determine whether the
patients understand risk factors and
the elements of the physician’s treat-
ment plan,” says Hackman. “They ask
whether the patients are seeing their
physician regularly and whether they
are using a peak flow meter.”

Filling the Gaps
When the nurses identify knowledge
gaps, they begin filling those gaps with
information that allows patients to
better manage their asthma. “Nurses
provide information over the phone
and reinforce that information via
educational mailings such as quarterly
newsletters about asthma-related top-
ics, standard of care reminder sheets,
and single-topic sheets,” explains
Hackman. “Nurses also set goals with
patients. For instance, a patient might
need an inhaled corticosteroid to use
in conjunction with a beta agonist;
the nurse will ask the patient to set a
goal to talk to the physician about
adding the new medication.”

The frequency of phone calls from
DM nurses depends on a patient’s
severity level. “A level-four patient
may get a phone call once a week or
even as often as every day, depending
on his or her needs,” Hackman says.
“A level-three patient may get a
phone call once a month, and a level-
two patient once every three months.”

The benefits for patients are clear:
“Patients build an improved under-

standing of their disease, the triggers
that lead to their asthma, and their
medications,” Hackman says. “We
can help asthma patients live a
healthy, normal life without being
crippled by shortness of breath.”

Increased Patient Contact
Haver treats many patients covered
by various DM programs that Boston-
area payers use. “The consistent, and
most important, feature of all the pro-
grams has been regular contact with
patients,” Haver states. “This makes a
big difference in outcomes.”

Regular contact can help overcome
one of the biggest obstacles to asthma
symptom management: encouraging
the ongoing use of medications to
control inflammation even in the
absence of symptoms. “Even if physi-
cians make the right diagnosis and
correctly select the medications,
patients will be at risk unless they
actually use the medications on an
ongoing basis,” Haver explains.
“Often, the patients who need emer-
gency care or hospitalization are those
who use their medications only when
symptoms are present. In contrast,
patients who regularly take anti-
inflammatory medications are less
likely to have an acute exacerbation
of symptoms. DM programs empha-
size the message that regular use of
anti-inflammatory therapy is neces-
sary for long-term management of the
condition, particularly for those
patients who have persistent asthma.
Regular contact reinforces the
requirements of effective asthma care
and puts patients back on track with
ongoing medication use.”

The goal is for asthma patients and
their families to develop a better
understanding of the disease, recog-
nize when the asthma is not well con-
trolled, and encourage them to regu-
larly refill and use the long-term con-
trol prescriptions, Haver adds.

The Physician’s Role
Many physcians ask what effect these
programs have on them. Typically,
DM programs do not directly affect
practice patterns, Hackman says. “Our
goal is not to tell the doctor how to
treat asthma,” he adds. “Rather, we
reinforce the treatment plan that the
asthma specialist distributes to the
patient. We do not want to conflict or
interfere with the medical manage-
ment of the  asthma specialist.”

DM programs also fill the gap in edu-
cation for patients between office visits.
“Physicians frequently do not have
time to provide an optimal amount
of patient education,” Hackman
observes. “Patient education, particu-
larly for a chronic condition like asth-
ma, is a very time-consuming process.
This is an area in which we really excel,
because our nurses will spend as much
time as needed with patients to ensure
that they clearly understand their
condition and how to manage it.
Physicians appreciate that.”

American Healthways distributes
guidelines to physicians outlining the
four classes of asthma patient severity
and describing appropriate treatment
for patients in each class. While
guideline distribution does not neces-
sarily change practice patterns direct-
ly, Hackman believes it does help
physicians keep the guidelines in
mind. “Of course, doctors will always
use their medical judgment, and even
clinical guidelines have flexibility,”
he says. “But for those physicians who
might not be aware of the detailed
stipulations of the guidelines, such as
primary care physicians, we do help
reinforce the guidelines.”

A bigger influence may be the
information that the patients bring to

4 Practice Options/May 2005

STRATEGY

“Patient education is an area in which we real-
ly excel, because our nurses will spend as
much time as needed with patients to ensure
that they clearly understand their condition and
how to manage it.”

--Mark Hackman, MD, American Healthways

(Continued from page 3)



the visit. “If patients bring informa-
tion based on evidence-based medi-
cine, the physician is more likely to
deliver care based on that informa-
tion,” Hackman notes.

Improving Patient Knowledge
The interaction between the DM
program and the physicians is non-
intrusive. A DM nurse will call a
physician only if a patient’s situation
is urgent. Physicians receive a bian-
nual report outlining the prescription
and over-the-counter medications
each patient uses. “We also work with
doctors through our provider service
managers, nurses who visit with the
doctors and review the DM activities
with patients participating in the pro-
gram,” says Hackman. “Sometimes, a
physician will request that a patient
receive additional educational mate-
rials on a particular topic, and the
provider service manager will follow
through with that request.”

For physicians, the most important
benefit of participating in a DM pro-
gram is that they achieve better out-
comes for their patients, Lewis asserts.
“Physicians find that the outcomes of
their patients in the DM program are
better than the outcomes of patients
who are not in the program,” he says.
“The best programs track a wide range
of indicators quite closely in order to
confirm that the patient population is
achieving improvements in health.”

Hackman agrees, saying, “Those
asthma specialists working with us
over a period of time do report that
the outcomes of their patients in the
DM program are better. In general,
physicians are a little nervous when
their patients are first engaged by a
DM program, but as they start seeing
improvements in their patients, they
become our champions.”

DM programs help patients achieve
better outcomes in part because they
alert physicians to patient problems
early. “DM helps me practice higher-
quality medicine,” Haver says. “There
is a big gap in information about
patient status between visits. With

DM, I get feedback on my patients on
an ongoing basis. For example, I can
find out how often they are refilling
their prescriptions. Other informa-
tion about my patients’ asthma symp-
toms can inform my decisions about
whether or not to escalate therapy. I
can also find out which patients have
not filled their prescriptions, prompt-
ing me to find out why. Finally, I
sometimes learn that my patients are
taking medications for other condi-
tions, which they may not have men-
tioned during an office visit, that may
affect their asthma treatment or I
learn that they have needed to be
seen in the emergency department.
This extra information makes me bet-
ter informed and gives me the oppor-
tunity to have more meaningful con-
versations with my patients about
their health, and ultimately, provide
better care for my patients.”

Gaining Physician Support
Initially, it can be difficult to win the
support of physicians, given that they
may be suspicious of health plan ini-
tiatives, Hackman adds. “Physicians
have been skeptical of health plans
because traditionally payers have
focused on cost and utilization out-
comes regardless of how they are
achieved,” he says. “But when the
physicians realize that we are trying to
improve quality and achieve only
those cost improvements associated
with better outcomes, they become
more accepting.”

Given data showing improved out-
comes, physicians typically do not
need any other incentive to partici-
pate, says Lewis. However, DM pro-
grams provide other benefits.
“Physicians who participate in these

programs say that the volume of calls
and visits with patients does not nec-
essarily change, but the content of
those calls and visits does,” he
observes. “They are much more likely
to be contacted for appropriate rea-
sons than for inappropriate reasons.
Physicians participating in DM pro-
grams also receive detailed and ongo-
ing data about their patients, facilitat-
ing their care.”

Hackman agrees, saying, “Patients
participating in DM programs are
much better prepared for their office
visits. The time with the doctor is
spent on the most relevant issues for
the patient. This definitely improves
the efficiency of the office visit.”

Participating in a DM program also
can enhance a physician’s standing
with a payer. “There is no doubt that
payers who sponsor DM programs
track the level of cooperation by par-
ticipating physicians,” Lewis says.

What’s more, Hackman adds, is
that when DM programs are part of
quality improvement efforts, the next
logical step could be pay for perfor-
mance, a movement that is growing
throughout the country. “Health
plans are now rewarding doctors for
the quality of care they provide,
rather than whether or not they keep
costs down,” he notes. “Payers are
closely examining quality indicators
and finding ways to reimburse and
reward physicians based on quality.
There is great potential for pay for
performance initiatives to be applied
to asthma treatment, which embodies
easily measurable quality indicators.”
—Reported and written by Deborah J. Neveleff,
in North Potomac, Md. More information on
physician practice strategies is available on our
Web site (see page 8).
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“DM helps me practice higher-quality medicine.
There is a big gap in information about patient
status between visits. With DM, I get feedback
on my patients on an ongoing basis.”

--Kenan Haver, MD, Massachusetts General Hospital



n physician offices that out-
source their billing, staff might

start to finger point and play the
“blame game” when claims don’t get
paid or charges are lost. But doing so
doesn’t resolve problems or improve
the process to prevent the same mis-
takes from happening again.

Lack of control over the billing
process also makes it difficult for
staff to assume responsibility and
take pride in their work because
they can’t see the end result: the
claims getting paid. At Miami
Pediatrics, a seven-physician, three-
location general pediatrics practice
in Miami, we noticed staff in the
three clinics were developing an “us
versus them” attitude, especially
when errors occurred.

Assigning Blame
When our formerly hospital-owned
practice went private in June 2000,
we used an in-house billing program
but found we didn’t have the time
and resources to bill effectively. We
switched to an outsourced billing
company but this system only com-
pounded the finger pointing.

At Winchester Physician Asso-
ciates (WPA), a 19-office group in
Winchester, Mass., we noticed the
same problem. We used to have an
outsourced billing company and
whenever something went wrong with
claim payments, staff would place the
blame on the billing service. Staff also
felt little desire to learn more about
how the billing process works because
they relied on the service exclusively.

For example, if the billing service
noticed a problem with a claim, the
service would call our practice and
ask the physicians or office staff to
correct the problem. It was turning
into a daily negative phone call, and
the billing service started trying to
correct problems on its own. The
problem was that our staff never
learned from its mistakes.

We wanted to improve our billing
and collection processes, and like
Miami Pediatrics, signed on as
clients of athenahealth, Inc., a com-
pany in Waltham, Mass., that pro-
vides an online revenue-cycle man-
agement solution. athenahealth
improved our collection rates but we
discovered we could also use the sys-
tem as a teaching tool to improve
staff accountability.

Improving the Culture
To create a culture of accountability,
we had to develop a new way of
thinking at WPA. We had several
goals. We wanted staff to fix the
mistakes and learn from them, we
wanted a system that would clearly
show how everyone on staff per-
forms, and we wanted to develop a
culture of collecting payments at the
time of service.

At WPA, physician compensation
is tied directly to the amount of cash

we collect. Therefore, we encourage
our physicians to be decision makers,
and they in turn ask us to adopt bet-
ter technology and tools to increase
cash flow and reduce costs.

New Technology
Once new technology is in place,

we have to monitor staff perfor-
mance and how well the new tech-
nology performs. Staff members
appreciate having the tools to help
them do their jobs more effectively,
and, as a result, take more pride in
their work. We recognize and reward
staff members’ efforts, which is the
final step in creating a culture of
accountability. Then, since the
physician compensation increases
because of improved cash flow, they
keep encouraging staff to improve
performance and learn how to make
the most out of the technology.

After WPA switched to athena-
health, we experienced a 20-day
drop in days in accounts receivable
and have sustained a 6% increase in
collections. For us, that translates
into a net cash increase of $1 million
per year.

Learning From Mistakes
Before WPA switched to athena-
health, we wanted to investigate why
claims from our practice were not get-

PRACTICE MANAGEMENT
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Program Boosts Billing Accountability
By Ted Sullivan and Linda Roy

Ted Sullivan is the director of physician
services for Winchester Hospital,
in Winchester, Mass., and Linda Roy
is the practice administrator for Miami
Pediatrics, in Miami.

I In the past if the billing service noticed
a problem with a claim, the service would
call the practice and ask the physicians
or office staff to correct the problem.
As a result, the staff never learned from
its mistakes.
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ting paid in a timely manner and why
there was a large outstanding self-pay
balance. Initially, we thought the
problem might have been equally
split between our staff and the billing
service. But we also wondered if the
billing service actually was responsi-
ble for a majority of the errors.

Finding the Source
Instead, we learned that most of the
errors came from our practice staff.
There were errors in coding, failure
to check patient eligibility, and
neglecting to collect co-payments.
These errors occurred regularly, pre-
venting us from maximizing revenue.
Once we started using the new sys-
tem, it became easier to correct these
problems. The system prompts staff
when an incorrect code is entered
and puts incomplete or inaccurate
claims in “hold buckets” where staff
can easily see the inaccuracies or
identify problem trends. Once staff
can see the problems and then fix
them, they become accountable for
their work.

Using such systems, it is also easy
to track which staff member regis-
tered a particular patient and find if
he or she collected a co-payment,
and checked the patient’s insurance
eligibility. It is much easier to collect
payments up front than to call
patients who have outstanding bal-
ances and ask them to make pay-
ments. At WPA, we developed a
number of strategies to help us collect
payments at the time of service.

The office managers now use the
system to identify staff members who
do not collect co-payments and work
with them to correct the situation.
The office manager can educate staff
about the importance of reminding
patients prior to their visits about any
outstanding balances.

Office managers also use the sys-
tem to learn why there are outstand-
ing balances. For example, an office
manager can see if a staff member did
not properly check a patient’s insur-
ance and then can explain how to
prevent such denials in the future.

Back Office Problems
At Miami Pediatrics, we had similar
problems but because we corrected
billing and coding problems behind
the scenes, staff members never
learned from their mistakes. Now, if
a claim is posted incorrectly, we can
e-mail the staff member who han-
dled the claim, identify the problem,
and have the staff member correct
the mistake. Office managers fre-
quently use athenahealth as a teach-
ing tool, either for individuals or sys-
tem-wide, and as a result, staff mem-
bers have a greater sense of responsi-
bility and accountability for their
work. Also, we have found that for
the first time, staff are interested in
coding and want to learn more about
the process. In fact, various staff
members compete with each other
to see which office can work through
its hold buckets fastest. When one
office learns a new way to handle

claims or eliminate problems, staff
will share that knowledge with those
at other clinics.
At WPA, staff are willing to accept
responsibility for their jobs, because
they have the tools to do their jobs
properly and to succeed at them.
Now that staff have a tool that
prompts them to enter the correct
codes on claims and know how to
sort claims on hold by denial rea-
son, they have started to focus on
developing creative solutions to
other problems. When we out-
sourced our billing, staff didn’t
worry if there was a problem col-
lecting payments or sending claims.
Since they are held accountable for
their actions, they care more about
the problems and are developing
new ways to solve problems.

Recognizing these efforts, we let
staff know how much we appreciate
their work through praise and
rewards. For example, at the end of
each month, we go over our days in
accounts receivable and other results
and praise staff in our monthly finan-
cial reports for good performances.
Some practices have developed
incentives for reducing the days in
accounts receivable (AR). One office
manager created a “daysies” award for
the best results compared with estab-
lished benchmarks for days in AR
and self-pay percentage of AR.

In addition, practice managers
have better access to information.
Physicians often ask practice man-
agers about the financial details of
their work. In the past, the practice
managers used systems that did not
allow them to run proper reports
quickly or easily. When the practice
managers could not access the neces-
sary information, they were left feel-
ing incompetent in how they did
their jobs. Now they have a tool that
provides answers to such questions
within minutes.
—More information on physician practice
strategies is available on our Web site
(see page 8).

After installing a new revenue cycle
management system, Winchester Physician
Associates had a 20-day drop in days
in accounts receivable and has sustained
a 6% increase in collections, increasing net
cash by $1 million per year.
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P
ainstaking physician recruit-

ment, organizational efficiency,

and production-related com-

pensation are the basic strategic tools

a Texas multispeciality group uses to

increase productivity. The group,

Collom & Carney Clinic Association,

in Texarkana, Texas, pays its 71 physi-

cians 150% or more than the national

average for physician wages.

“We recruit physicians who have a

focus on high productivity,” says

Stephen B. Glenn, MD, president of

the physician-owned, multisite clin-

ic’s executive committee.

Efficiency and Quality

Too often, productivity is disparaged

as contradictory to quality care and

good patient service, according to

Walter Unger, CEO of the Stratos

Institute for Healthcare Performance

Inc. “Successful medical groups not

only deliver quality care and superb

service, they also operate highly effi-

ciently,” Unger says. His video and

media education company in Laguna

Niguel, Calif. (at www.stratosinsti-

tute.com), produced a video and les-

son guide about Collom & Carney.

The four most important elements

of success for the practice are institut-

ing a groupwide work ethic, maintain-

ing a focus on quality care, aligning

compensation to production goals, and

increasing organizational efficiency.

“Those crucial strategies establish a

culture that promotes productivity,”

says Tom Simmons, the clinic’s CEO.

Physicians need to understand those

four elements and how they relate to

their compensation, Simmons

explains. “We reward physicians for the

value of the services they provide,” he

says. “We make sure they understand

productivity goals and standards and

how the compensation plan works.

Above all, we want them to view our

reimbursement procedures as fair.”

A physician who is willing to

emphasize productivity can increase

his or her income, says Simmons. The

physicians are paid based on the vol-

ume of work they do or the number of

patients they see, he explains. “Our

physician volume is higher than indus-

try averages, so our reimbursement

model is also higher,” he notes. “Our

physicians earn more because they

work harder.”

The emphasis on hard work requires

Collom & Carney to recruit physicians

who have a work ethic that parallels

that of the group, Simmons says. “At

the initial interview, we ask the physi-

cian candidates what is important to

them, the amount of free time they

need, and how they feel about filling in

for other physicians. Their responses

tell us almost immediately whether

they will be a good fit.”

Other factors the clinic considers

when making a hiring decision

include a physician’s financial and

professional goals. It also examines

the scope and quality of the physi-

cian’s training, as well as his or her

board eligibility and certification.

The group has 450 staff, including 71

physicians, in 13 locations.
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