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New Models of Care Delivery

Controlling health care cost growth is essential for a sustainable 
health care system. A major factor of health care cost growth 

is that current payment and delivery systems do not effectively 
align financial incentives with providing services that maximize 
value and quality of health outcomes. Most health care in the U.S. 
is provided under an open system with fee-for-service (FFS) pay-
ments—in which a patient accesses care through an individual pro-
vider and each health care service provided is paid for separately. 
This approach encourages volume of services but offers little built-
in incentive to manage services to provide effective and efficient 
quality care. 

One way to stem health care cost growth and increase health 
care quality is to focus on how care is delivered. A number of care 
delivery models operate today with varying degrees of maturity—
some with limited reach and others that are used more broadly. 
Some models are focused efforts to redesign specific delivery for 
a group of services, and some are intended to redesign health care 
across the full spectrum of health care delivery. Finally, some mod-
els build on the current open system with FFS payments with small 
adjustments; others were set up to create an entirely new concept 
in health care delivery. Most newer models are designed to effect 
an increase in the quality and efficiency of care delivery for the 
patient’s benefit.

It’s important to note that care delivery redesign does not neces-
sarily mean reimbursement redesign. For the purpose of this issue 
brief, care delivery is simply how health care is organized and de-
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Key Points
n	 Moving toward a system with more 

patient coordination has the potential to 
improve quality of care and reduce costs 
by improving care coordination, aligning 
financial incentives, and increasing patient 
engagement.

n	 Some models of care delivery discussed 
include an open system, patient-centered 
medical homes, accountable care 
organizations, and staff model HMOs.

n	 Key issues to consider when exploring 
options for delivery system reform include:
o	 How the system is organized
o	 How quality is measured
o	 What IT and data reporting requirements 

are necessary to make the system 
successful

o	 How to mitigate the financial risks  
associated with the new delivery model

Additional Resources
What Drives the Growing Cost of Health Care 
http://www.actuary.org/files/
HealthCareEquationFlyerCostDriver_040414.pdf

An Actuarial Perspective on Accountable Care 
Organizations  http://actuary.org/files/ACO_
IB_UPDATE_Final_121912.pdf
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livered; however, changes to reimbursement 

strategies also may be needed to support 

care delivery redesign.
This issue brief provides an overview of a 

number of relatively new care delivery models, 

as well as some existing but lesser-used models, 

such as the staff model health maintenance or-

ganization (HMO). The models discussed vary 

from uncoordinated to more patient-focused 

coordination. There are other models that are 

not discussed in this brief, but the models cho-

sen provide a reasonable context with respect 

to the actuarial issues related to the full range 

of delivery redesign. In addition, this paper in-

cludes an examination of some new and emerg-

ing strategies that can be used to enhance care 

delivery in all of the models outlined below:

n			Open System

n	 		Patient Centered Medical Homes  
(PCMHs)

n	 		Accountable Care Organizations (ACOs)

n				Staff Model HMOs 

Patient Care Coordination*

Open System

Historically, the open system of care delivery has 

been the most common in the U.S. and, even 

today, remains an important component of the 

health care delivery system. Under this model, 

a patient typically accesses individual care pro-

viders (even if they are housed in a “multi-spe-

cialty” setting). Specialty or facility care may be 

provided through either referral (e.g., from a 

primary care physician) or through self-referral 

by the patient. In either situation, there may not 

be access to relevant information about the pro-

vider, such as costs or clinical outcomes, to make 

an informed decision on the choice of provider. 

This often can lead to a “trial and error” ap-

proach before a satisfactory provider relation-

ship is established. 

Over the years the open system model has 

evolved to a network model, or a preferred pro-

vider organization (PPO), in which the health 

insurer establishes a network of contracted pro-

viders that will accept lower reimbursement for 

care delivery with the expectation of increased 

patient volume. In return, the users of the net-

work for whom the insurer has provided cover-

age receive lower cost-sharing than those who 

use non-network providers. There also may be 

some care delivery protocols, referred to as man-

aged care. 

The network model is the more prevalent 

form of the open system model today. Over 

time, refinements have been pursued, includ-

ing narrower networks in exchange for more 

favorable provider fee terms, which can result in 

lower premiums for individuals.

A few issues to note with the open system 

model: First, it is fragmented and, as such, has 

structural inefficiencies as care is transferred 

from one provider type to another and from 

one care setting to another. Care for services 

delivered in different settings often are not well 

* Note that each model may have different levels of care coordination 
within them, so there is also a spectrum within each model.

Least MOst

Open systems PCMH/aCO staff Model



AMERICAN ACADEMY OF ACTUARIES ISSUE BRIEF APRIL 2014        3          

coordinated among the multiple professionals 

involved thus increasing the chance that some 

elements of care may be overlooked. There is 

significant potential for duplication of services; 

unnecessary services; and errors from multiple, 

and sometimes out-of-date, records on the same 

patient from different providers.

Second, because it primarily reimburses pro-

viders on the FFS payment system, it is more 

suited to acute rather than chronic care needs. 

It is symptom driven, rather than focused on 

overall patient health, which minimizes the ex-

tent of the patient’s engagement level. A primary 

reliance on FFS reimbursement also can increase 

utilization because providers have financial in-

centive to provide more services.  

In addition, the physician referral system 

among providers could be made more objective, 

if it were based more on cost efficiencies and 

outcomes.

Improved care coordination, payment re-

form (e.g., episode-based rather than service-

based reimbursements), and a strong technol-

ogy infrastructure would result in significant 

improvement in the cost and quality of care for 

patients. These improvements would better con-

nect providers with one another, which would 

result in better communications, reducing waste 

and duplication of services, and moderating the 

financial motivation to increase services. Ideally, 

the technology infrastructure should include so-

phisticated universal electronic medical records. 

From an enrollee perspective, it would be help-

ful to align incentives to encourage effective and 

quality care (e.g., lower cost sharing for high-

value services). Reliance on best practice studies 

would be beneficial for the open system model’s 

sustainability.

Patient Centered Medical Homes (PCMH)

The PCMH model of care delivery is designed 

to support the primary care physician (PCP) in 

taking the lead role in coordinating care for pa-

tients. It focuses on creating strong relationships 

between practice staff, patient, and provider, 

and it relies substantially on clinical systems. Its 

foundation is a whole-person orientation—that 

is, better clinical outcomes and lower costs may 

be achieved through care coordination and by 

greater and more meaningful patient contact. 

Additionally, a reliance on health information 

technology (IT) and evidence-based medicine 

may lead to further reductions in unnecessary 

costs.

A PCMH model calls for automated busi-

ness and clinical processes, uses clinical decision 

support tools, and is connected to patients and 

members of the health care team. The PCMH 

model is particularly well suited to higher-risk 

patients, such as those with chronic conditions 

or economic vulnerabilities. An emphasis on the 

patient experience is a key characteristic of this 

model. 

The following elements are essential to care 

coordination within the PCMH delivery of care 

model:
n	 Quality—To ensure high quality, core 

performance measures are established. An in-

teractive approach is taken to discuss, among 

the providers in the delivery system, areas 

with potential for improvement. Personalized 

care plans also are essential, to enable moni-

toring of chronic conditions and preventive 

visits, and to track information by risk status. 

In addition, a process for preventing and 

reporting errors that occur is included in 

the PCMH model. Finally, a team approach 

is used, especially related to care transitions. 

Integration of acute care facilities, post-acute 

care providers, long-term care facilities and 

behavioral health providers—including data 

sharing and potentially risk sharing—can 

improve quality and reduce overall costs. A 

strong quality program is vital if payment is 

paid on a per member basis and not a FFS 

basis. 

n	 Patient-Centered Care—The foundation 

of a PCMH is “patient centeredness” and, as 

such, an emphasis is placed on the patient 

experience. This includes accommodating 

same day appointments and extended office 

hours, utilizing e-mail consultations and 
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e-prescribing, and providing patient satisfac-

tion surveys on which to consider improve-

ments to care quality. In terms of treatment, 

the patient’s own goals are considered, along 

with an unbiased presentation of treatment 

options.

n	 Information technology, Data Reporting 
and analytics—Health IT and data report-

ing are additional elements of a PCMH, 

including population health-management 

tools, evidence-based medicine tools, and 

a secure system for information exchange 

among providers, issuers, and patients. The 

IT platform must support current analytic 

needs as well as anticipated future needs.

n	 Practice Organization—Physician practices 

have increased emphasis on financial man-

agement capabilities, including cost/benefit 

analysis. A team-based approach, incorpo-

rating new and additional staff resources, 

including non-clinical staff, can lead to a 

better patient experience and a more efficient 

operation. A practice organization may be 

impacted by the relationship with a particu-

lar payer or provider system (i.e., hospital-

owned PCMHs).

n	 Payment—Payment typically will shift from 

FFS and begin to incorporate budget pay-

ments, such as care coordination fees paid 

on a per-member-per-month (PMPM) basis 

instead of a FFS basis. These payments also 

could be expected to cover enhanced primary 

care services such as counseling, patient 

advocacy, and phone call reminders. As pay-

ment systems move away from FFS, a practice 

must assess its risk tolerance and its ability to 

provide high-quality care within the payment 

provided.

PCMHs need to assess several key consider-

ations regarding risk and financial management 

prior to implementation. 
n	 Establishing PCMH budgets and care 

coordination fees. It is important that these 

financial items are based on historical experi-

ence and actuarial principles. They should 

reflect the risk characteristics (e.g., health 

conditions, demographics) of the expected 

population. Budgets are an important com-

ponent of performance measurement. Key 

considerations in the actuarial analysis are:

— The risk characteristics of the expected 

population

— The key outcomes from a successful 

PCMH—for example, reductions in 

hospital admissions, reduced emergency 

room visits, and shifts to lower-cost 

procedures or sites of service. The as-

sumptions should be realistic shifts in 

these metrics over time.
n	 Evaluation of the capital investment required 

to transform a practice into a PCMH. Such 

investments would include IT systems, data 

analytics and reporting needs, new staff, 

training, etc. 

n	 Establish how savings (or losses) will be 

captured from external sources (e.g., reduced 

hospital admissions) and how savings (or 

losses) will be shared by providers within the 

PCMH.

Established PCMHs need to actively monitor 

risk, financial outcomes, and quality measures 

through data reporting and analytics. Actuarial 

reports and analysis can inform this function 

as part of a robust process of monitoring out-

comes/results. PCMH savings and losses are 

often shared by providers within specialties, 

thus interim reporting will give providers infor-

mation on areas in which they are performing 

below target. This allows them an opportunity 

to improve as well as reinforce the practice un-

derlying a well-performing metric. Actuarial 

analysis may be required to normalize the data 

for differences in risk in the population by the 

provider so that providers are not adversely 

impacted for having a population with higher 

morbidity. Additionally, actuarial methods can 

adjust for the credibility of the data so that the 

results are meaningful and not overly influenced 

by random fluctuations. Quality metrics, such 

as percent of members with blood pressure in a 

recommended range or percent of diabetics with 

A1C levels in a recommended range, also should 
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be reported and monitored.

PCMHs that subject the provider to financial 

risk increase the risk of insolvency. This can be 

mitigated with appropriate financial safeguards, 

such as PCMHs seeking reinsurance to limit any 

potential losses. An actuarial evaluation of the 

magnitude of the risks will inform these decisions.

Accountable Care Organizations (ACOs)

ACOs have the potential for delivering a high 

degree of integration of care, greater commu-

nication across the entire spectrum of care of a 

patient, and quality-based delivery of care. An 

ACO comprises providers that work together 

to provide cost-efficient, quality care for their 

members. The providers typically have finan-

cial incentives that are based on and designed to 

increase both cost efficiency and quality of care 

targets. 

Many ACOs operate as open networks, in 

which the members are not required to use 

providers associated with the ACO. As a result, 

members must be attributed to a provider or 

ACO. Attribution is typically done through an 

analysis of which providers the member used for 

most of their services. However, services outside 

the ACO are included when determining the fi-

nancial incentives to the ACO providers. While 

this incentivizes the ACO to promote patient 

satisfaction and encourage patients to seek ser-

vices within the ACO, it also can hold providers 

accountable for the inefficiencies of non-ACO 

providers.

ACOs can consist of physicians or hospitals 

and physicians together. The efficiency targets 

and financial incentives are structured to share 

savings among the providers. Typically, PMPM 

or percent of revenue health care spending tar-

gets are set in advance. These targets may be ad-

justed based on the demographics or risk profile 

of the actual population. Shared savings typi-

cally are dependent on achieving various quality 

outcome metrics.

The Affordable Care Act provides an incen-

tive for formation of ACOs by creating two new 

programs—the Medicare Shared Savings Pro-

gram (MSSP) and the Pioneer ACO program. 

In general, the Pioneer ACO program includes 

more established ACOs and offers higher shared 

savings opportunities, but with more downside 

risk than organizations in the MSSP program. 

The number of commercial ACOs also has 

been growing. Commercial ACOs range from 

physician only to broad physician/hospital alli-

ances and use many innovative ideas to provide 

efficient care—from predictive modeling of 

high-cost patients to aggressive follow-up care 

to avoid readmissions. Medicaid ACOs also are 

evolving, taking lessons learned from the com-

mercial and Medicare ACOs and modifying 

them to meet the unique needs of the Medicaid 

beneficiaries.

ACO providers have varying degrees of risk. 

Shared savings, with bonus-only methods, typi-

cally reimburse the provider on a FFS basis and 

later pay a bonus (upside risk only). While sav-

ings are rewarded, the providers’ financial bene-

fits are likely greater under the FFS basis portion 

of this method in comparison to the shared sav-

ings portion, thus, limiting the financial incen-

tives to change behavior. Risks also can be two-

sided, in which not only are bonus payments 

available if costs fall below the agreed upon 

targets, but organizations may have to make 

payments if costs exceed the targets. Shared sav-

ings models that include downside risk provide 

stronger incentives to the provider to manage 

care than the bonus-only shared savings mod-

els. Finally, global capitation payments provide 

significant financial incentives and risks to pro-

viders. Under global payments, the providers are 

given a budget and are responsible for any cost 

overruns (while benefiting from any savings).

ACOs need to consider several issues prior to 

implementation:
n	 When evaluating provider performance in 

a shared savings program, the development 

of the target PMPM is most often based on 

historical claims trended to the performance 

period. Determination as to whether provid-

ers have met or exceeded the financial target 

is based on a comparison of the actual claims 
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PMPM measured against the target. As such, 

in evaluating the plausibility of achieving a 

financial incentive based on efficiency, the 

potential ACO should analyze the PMPM 

thoroughly. 

n	 In addition, it typically will be easier for 

less efficient organizations to achieve sav-

ings than organizations that are already 

highly efficient. Therefore, a realistic savings 

projection also needs to be developed by the 

potential ACO.

n	 An ACO must consider the population it will 

cover and the number and types of provid-

ers it will need to care for that population. 

For example, a population of dual-eligibles 

(beneficiaries eligible for both Medicare and 

Medicaid) will require a different panel of 

providers than a commercial population.

The actuarial issues associated with ACOs 

are similar to those that need to be considered 

when developing PCMHs—ACO budget targets 

or global capitation payments need to be deter-

mined based on historical and projected experi-

ence and actuarial principles; measurement of 

results may require some normalization for dif-

ferences in risk of the population; ways to miti-

gate some of the financial risk for the programs 

would be evaluated on an actuarial basis; suffi-

cient membership would be needed to provide a 

basis for setting targets and measurements; and 

access to data on financial results and quality 

measures throughout the year will be necessary 

in order to monitor emerging experience.

Staff Model 

An HMO is a managed care organization that 

provides group and individual health coverage 

and is licensed as an HMO in the states in which 

it seeks to offer coverage. Enrollees in an HMO 

would have to obtain most, if not all, services 

from the HMO (with some exceptions for ser-

vices not available in the HMO). The staff mod-

el HMO is a specific type of HMO characterized 

by a closed-panel system in which physicians 

generally are employees of the HMO. Physician 

assistants, lab and X-ray technicians, and other 

health care professionals also would be employ-

ees of the HMO. In more advanced staff model 

systems, staffed personnel also might include 

pharmacists or dentists. The HMO may staff 

and operate facilities that its members use, such 

as surgery and advance care centers, urgent care 

facilities, and rehabilitation centers. This model 

is on the opposite end of the spectrum from the 

open system, beyond the PCMH and ACO mod-

els discussed above.  

In certain situations some physician special-

ists who are not employees of the HMO may be 

paid on a FFS basis if a required service is not 

available from a staff physician or professional. 

The goal of this type of health care system is to 

increase the quality of care, reduce cost of care 

through efficient delivery and management of 

patient-focused care, and lessen the incentive 

to perform unnecessary or inefficient services 

that may otherwise be performed under a FFS 

system.

Many characteristics of the staff model HMO 

can help reduce costs and improve quality for 

the patient. For example, having providers all 

associated with one organization, with many lo-

cated at one site, will help produce better com-

munication between providers, more consistent 

treatment methods, a team approach in achiev-

ing goals and performance-based bonuses, more 

effective use of second opinions, more complete 

patient records, and better development and im-

plementation of best practice guidelines. It also 

can result in improved access to services such as 

wellness programs and can encourage patient 

engagement beyond just disease treatment into 

overall well-being. Administrative costs may be 

lower due to centralization of administrative 

duties than in some other models.

In addition, the salary structure for physi-

cians under the staff model HMO can lower 

health care costs by reducing the incentive for 

physicians to perform certain services that may 

not be part of an effective, efficient treatment 

plan. A physician in a FFS environment typi-

cally receives additional revenue for each service 

performed, which is not the case for a salaried 
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physician in a staff model HMO. Further, bonus 

programs that include quality of care goals help 

alleviate possible quality issues.

While the staff model HMO has some sig-

nificant advantages, it faces challenges. Some 

patients may be concerned that their choice of 

physicians is being restricted compared to po-

tentially broader selections of physicians in other 

models. Similarly, patients can sometimes raise 

concerns that the HMO is essentially rationing 

care if a service is not allowed by the HMO, even 

in instances in which services are declined for 

the benefit of patient health. 

On the provider side, being paid a salary in-

stead of on a FFS basis can mean to lower in-

comes for physicians, particularly for certain 

specialties. Although this salary structure may 

help lower health care costs in general, it also 

may make it more difficult for the staff model 

HMO to attract and retain physicians. A physi-

cian, however, may choose a staff model HMO 

because it may reduce the administrative burden 

and leave more time to see patients.

Transparency of charges may not be as ex-

tensive unless a cost-allocation methodology is 

established by the HMO for its services. Variable 

costs, such as those stemming from the usage 

of hypodermic syringes and implantable de-

vices, add to overall health care costs and can be 

uniquely identified; fixed costs, such as provider 

salaries, are not as volume sensitive and would 

need to be allocated to procedures. If the expla-

nation of benefits (EOB) sent to a member does 

not have a fee attached, then the member is not 

able to effectively assess the costs of the services 

provided. Even in a FFS environment, which 

may have more transparency, a beneficiary may 

pay little attention to EOBs. Beneficiaries should 

review EOBs even in a staff model environment 

in an effort to ensure accuracy in the services be-

ing billed.

Finally, while it can be an effective part of an 

overall delivery system, the staff model may be 

limited in certain situations, such as rural settings.

All health care delivery system models have 

strengths and challenges, many of which are 

highly dependent on the details of how strate-

gic plans are executed. Staff model HMOs were 

once thought to be an up-and-coming HMO of 

the future, but the popularity has not increased 

significantly over the years, in large part due to 

the challenges stated. Staff model HMOs can be 

a part of an overall delivery system if accompa-

nied by a good quality-of-care incentive pro-

gram and a solid physician base. 

From an actuarial perspective, a number of 

items need to be considered with a staff model 

HMO. Ensuring that networks have enough 

physicians and qualified physicians in all spe-

cialties is crucial. If high-quality physicians are 

not available in network, then care may be low 

quality. Further, in certain situations, payment 

of physicians on a salary basis may lead to incen-

tives to undertreat members if payment to pro-

viders is not accompanied by a quality-of-care-

based feedback and incentive program. Finally, 

staff model HMOs have significant overhead 

costs. A sufficient membership base must be ob-

tained to spread this fixed overhead over a broad 

premium base.

Care Delivery Enhancements

A number of newer strategies have emerged to 

help enhance care delivery. These strategies are 

not delivery models, but they frequently are part 

of a successful care delivery system. While there 

are many such emerging strategies, each with 

its own success factors and actuarial issues, this 

brief focuses on three: remote care delivery (also 

referred to as telemedicine or telehealth), mid-

level professional providers (e.g., nurse practi-

tioners and physician assistants), and retail or 

employer on-site clinics.

These delivery enhancement strategies can fill 

in or connect accessibility of needed services in 

underserved areas, such as rural areas or more 

general areas with low access to physician care, 

by improving access, relieving time pressure on 

busy physician practices, and improving cost ef-

ficiency by potentially transferring cases or care 

that are less acute in nature to a lower-cost pro-

vider or setting.
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Timely access to care can be a challenge, espe-

cially in rural or other underserved, in both non-

emergency and emergency situations. Accessing 

the right care at the right time potentially can 

be lifesaving and is essential for high-quality, ef-

ficient care delivery. The inability to maintain a 

system that provides adequate access to the right 

health care in a timely manner can have several 

undesirable results, including:

n	 A decline in patients’ health due to significant 

wait times for a service; 

n	 Physician practices being overburdened 

by visits that may not require a physician, 

causing appointment times to increase for 

patients with more acute needs; and 

n	 Emergency rooms becoming overcrowded 

with patients who do not require emergency 

services but have been unable to secure a 

physician appointment when care is needed.

A patient living in an underserved area who 

must be taken to a distant provider will generate 

additional travel expenses (i.e., car, ambulance, 

helicopter, as well as family travel expenses), and 

waiting times for that service due to traveling. 

There also could be duplication of services, such 

as imaging, physician and facility visits, especial-

ly if services were provided at home or locally, 

before determining that the appropriate level of 

service needs to occur elsewhere. 

These challenges mean potential waste in the 

system and potential harm to the patient. Three 

potential solutions for these problems include 

remote delivery of health care, also known as 

telemedicine; mid-level providers within physi-

cian practices; and retail clinics. 

Comparison of Models of Care Delivery

This table summarizes the numerous actuarial issues discussed for each of the models presented.  
An “” denotes potential improvement with respect to an actuarial issue that may be seen in the 
new model of care delivery, as compared to our base “open system.”

Issue\Model
Open  

System PCMH ACO Staff Model Care Enhancers

Utilization

Baseline

   
Cost    

Quality    
Service Mix    
Malpractice

Duplication    
Right Care, 
Right Time, 
Right Place

   

Technology   
Provider  
Network

   

Reimbursement 
/Contracting

   

Incentives   
Access to care  
Administrative 

efficiencies
  

Continuity of 
Care
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telemedicine
Telemedicine is a relatively new model of care 

delivery being used by a number of health care 

systems to address remote delivery problems. It 

uses telecommunications and information tech-

nologies to provide appropriate clinical health 

care from a distance. It helps eliminate distance 

barriers and can improve access to medical ser-

vices that often are not consistently available in 

rural communities. It also is used to save lives in 

critical care and emergency situations.

Remote tele-monitoring/telemedicine can 

provide specialist advice and treatment guidance 

to the patient’s local providers of care without 

the need for travel. It also can minimize unnec-

essary travel for non-essential treatments, thus 

increasing the effectiveness of care by “triaging” 

the patient through telemedicine. With this in-

tervention, the receiving service location can be 

ready for patients when they arrive, rather than 

waiting until after arrival.

Mid-level Providers (MLPs)
MLPs include nurse practitioners, physician as-

sistants, and certified nurse specialists. They are 

certified in their field, typically have graduate 

degrees, can provide primary care services, and 

can prescribe medications in many jurisdictions. 

Because of their lower salaries relative to pri-

mary care physicians, MLPs generally are more 

cost efficient to see less complex patients or for 

routine visits with more complex patients. MLPs 

also can relieve pressure on physician practices, 

by allowing the MLP to evaluate less complex 

patients, and giving the physician more time 

with more complex patients.  MLPs also may 

enable a physician practice to expand its hours 

and improve patient access to care. MLPs that 

practice in rural areas can help alleviate rural ac-

cess problems and assist with telemedicine inter-

faces and links to distant specialists. The role of 

the MLPs in the health care system continues to 

evolve and varies based on state laws.

Retail Clinics
Retail health clinics are becoming much more 

prevalent at local pharmacies and department 

stores around the U.S. These clinics typically 

provide basic preventive care and primary care 

services such as immunizations, child physical 

exams, and diagnoses for common illnesses.  Be-

cause they share space with retailers, they typi-

cally have longer hours and therefore improve 

access for the services they provide, and poten-

tially replace expensive ER visits.

Similar to retail health clinics are on-site em-

ployee clinics. Like retail clinics in their size and 

scope of services, they are housed within the 

place of employment/workplace. This growing 

trend reflects the recognition by employers that 

an investment in easily accessible primary and 

preventive care can improve the health of their 

employees, potentially improve productivity and 

also reduce costs.

Components to ensure efficient 
enhancers
All of these strategies can result in faster and 

appropriately timed access to needed and high-

quality care, at a potentially lower cost.  

To ensure that these care enhancers are suc-

cessful, though, a number of components need to 

be incorporated. First, in terms of infrastructure, 

the appropriate equipment is necessary for tele-

monitoring/telemedicine at both ends of the pro-

cess. Telemedicine can be accomplished through 

different types of communication links, such as 

phone, e-mail, direct feeds from tele-monitoring 

equipment, or via web meetings. 

Second, processes to communicate and share 

patient information must be designed and imple-

mented to accept remote services without dupli-

cation (e.g., imaging services). Physician practices 

should integrate MLPs to optimize their time and 

the physician’s time. In some cases this may mean 

that the MLP and physician share a patient visit, 

and, in other cases, patients may see only one or 

the other.  Retail clinics are gaining momentum 

and, through high quality and efficient process, can 

be seen as a viable alternative to physician visits. 
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Finally, widely accepted reimbursement strat-

egies must be developed for telemedicine servic-

es, recognizing the fact that two provider parties 

are involved—one local and one monitoring. 

MLP services need to be reimbursed, reflecting a 

balance between their lower salary and typically 

higher capacity to spend time with a patient. Re-

imbursement also needs to benefit the system as 

a whole and not just the practice. That is, reim-

bursement should not necessarily be the same 

for a shared office visit versus a MLP-only office 

visit versus a physician-only office visit.  Retail 

clinics typically pass along the efficiency of be-

ing housed in larger commercial ventures thus 

reducing overhead and MLP utilization.

Just as there are actuarial considerations for 

the various models of care delivery, the following 

need to be taken into account when developing 

these care enhancers—provider network adequa-

cy, utilization of services, technology investment, 

reimbursement, and administrative costs. 

For providers who use telemedicine, they need 

to determine whether they need different con-

tracted amounts (due to reduced administrative 

expenses), and need to account for both “ends” 

of the tele-monitoring process. To the extent that 

MLPs are classified by insurers as a separately 

identified provider, their contracts also must be 

reviewed. It may be in the best interest of issuers 

to include retail clinics in their networks and even 

to encourage utilization of clinics through plan 

designs. 

In addition to network and contracting issues, 

it is necessary to develop a reimbursement strat-

egy that supports quality, efficiency, and reduced 

overall costs through the reduction of unneces-

sary services. Remote delivery potentially could 

use bundled payment reimbursement, incen-

tives based on decreasing unnecessary services, 

or other strategies besides a FFS reimbursement 

arrangement. Risk-based provider payments can 

encourage physician practices to utilize MLPs. 

Monitoring the various care enhancer treat-

ments will be critical to determine whether these 

strategies decrease unnecessary services, avoid 

duplication of services, and replace inappropri-

ate care (in terms of the type of professional and 

site of care) with more appropriate care.

Finally, it is important to note that there 

could be additional administrative costs for is-

suers to administer these strategies, due to the 

additional contracting requirements.

Conclusion

The current U.S. health care system is primarily 

based on an open system model with payments 

made separately for each service provided. This 

type of system, in which care is often transferred 

between multiple providers and settings, can be 

fragmented and inefficient with the potential for 

duplicated and/or unnecessary services. 

Moving away from an open system and to-

ward more patient coordination has the po-

tential to improve quality of care and reduce 

costs by improving care coordination, aligning 

financial incentives, and increasing patient en-

gagement. Three examples of new delivery ap-

proaches are outlined in this brief – these in-

clude PCMHs, ACOs, and staff model HMOs. 

As noted, these are not the only approaches that 

could be considered, but they represent several 

options across a spectrum of delivery and care 

coordination redesign.

Key issues to consider when exploring op-

tions for delivery system reform include:
n	 How is the system organized, and what does 

that mean for care coordination for patients?

n	 How is quality measured? What are the core 

performance metrics established?

n	 What are the IT and data reporting require-

ments to make the delivery system approach 

successful?

n	 What are the financial risks associated with 

the new model? How can those risks be  

mitigated?


