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MarketWatch
The Political Economy Of U.S. Primary Care
The singular lack of balance between primary and specialty care has
serious consequences for health care in the United States.

by Lewis G. Sandy, Thomas Bodenheimer, L. Gregory Pawlson, and
Barbara Starfield

ABSTRACT: Compelling evidence suggests that the United States lags behind other devel-
oped nations in the health of its population and the performance of its health care system,
partly as a result of a decades-long decline in primary care. This paper outlines the political,
economic, policy, and institutional factors behind this decline. A large-scale, multifaceted
effort—a new Charter for Primary Care—is required to overcome these forces. There are
grounds for optimism for the success of this effort, which is essential to achieving health
outcomes and health system performance comparable to those of other industrialized na-
tions. [Health Affairs 28, no. 4 (2009): 1136–1144; 10.1377/hlthaff.28.4.1136]

The united state s lags behind other
developed countries in both popula-
tion health and health system perfor-

mance.1 Although major differences exist in
how industrialized nations organize and fi-
nance their health care systems, compelling
evidence suggests that the poor U.S. perfor-
mance—apparent even in its affluent, in-
sured, and majority population—is in part a
consequence of a decades-long decline in the
vitality of U.S. primary care.2 In this paper we
outline the larger nexus of political, eco-
nomic, policy, and institutional factors that
have resulted in this decline. We also propose
a broad-reaching agenda to advance health
policy goals and the health of the U.S. popula-
tion.

A Century Of Decline
! Science and the biomedical para-

digm. The roots of the primary care dilemma
can be traced back a century and a half to the
explosion of knowledge of physiology—the
scientific understanding of body functions—
which in turn led to the “biomedical model” of
disease: the paradigm that explains disease as
physical-chemical alterations in the body.3

This new scientific paradigm facilitated the
development of specialization in medicine.
The biomedical model naturally led to concep-
tualizing “disease” as equivalent to “organ sys-
tem dysfunction,” a view that largely excludes
the social and behavioral considerations that
are now part of our contemporary under-
standing of disease.4 The Flexner Report of
1910 inspired reforms in medical education
that focused on creating centers of excellence
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within teaching hospitals, further setting the
stage for specialization. By the end of the
1930s, at least twelve specialty and subspe-
cialty boards existed, with many more to come
in the following decades.5

! The rise of hospitals and third-party
payment. Led by advances in surgery, hospi-
tals underwent a major transformation in the
early twentieth century. To attract surgeons,
hospitals supplied needed facilities and nurs-
ing personnel free of charge and allowed sur-
geons to collect fees for their own services.
When the Great Depression made hospitaliza-
tion unaffordable for many people, the rise of
Blue Cross (closely tied to the American Hos-
pital Association) and Blue Shield insurance
plans (sponsored by organized medicine) en-
sured that hospitals and surgeons would be
paid by insurance for inpatient care.

The Depression also prompted broader
health reform efforts. That era’s Committee on
the Costs of Medical Care recommended that
the nation organize physicians into groups to
provide care based on medical sciences; em-
phasize prevention; promote cooperation be-
tween the lay public and medical practitio-
ners; treat the individual as a whole; facilitate
continuing relationships between physician
and patient; coordinate medical care with so-
cial welfare programs; and provide all necessary
services to everyone—remarkably “modern” in
the context of society seventy-five years later.6

However, in no small part because of oppo-
sition from organized medicine, which sought
to maintain professional hegemony, nothing
came of the committee’s recommendations.7

Instead, physicians—hurting financially from
patients’ inability to pay—focused on third-
party physician payment. In 1939 California
physicians created the first Blue Shield plan,
and other plans soon followed. In most states
these plans were organized by physicians
closely associated with state medical societ-
ies.8 They generally allowed physicians to set
their own fees as long as fees were not much
higher than the average fees charged by other
physicians in the area—the “usual, customary,
and reasonable” (UCR) payment system.9

Insurance coverage for surgery and radiol-

ogy grew much faster than insurance for office
visits.10 Without insurance coverage, primary
care physicians (PCPs) generally kept their
fees low and affordable. This dichotomy be-
tween common surgical and radiology insur-
ance and rare office visit insurance set the
stage for the emergence of the primary care–
specialty income gap.

! World War II and the postwar domi-
nance of specialists. World War II catalyzed
the acceleration of prewar trends favoring spe-
cialization. Specialist physicians serving in the
war received higher ranks, higher pay, and pre-
ferred assignments compared with general
practitioners (GPs). After the war, subsidies
for graduate medical education (GME) under
the GI Bill of Rights and financial support
from the Veterans Administration (VA, which
later became the Department of Veterans Af-
fairs) encouraged physician veterans to receive
specialty training. The number of residencies
skyrocketed from 808 in 1940 to 4,000 in 1950,
22,000 in 1960, and 45,000 in 1970.11

Demographic, economic, and cultural
trends in the postwar era also fueled demand
for specialty services. Population shifts from
rural to urban locales increased access to spe-
cialists, who are typically concentrated in cit-
ies. A thriving economy and enthusiasm for
science and technology were promoted
through expanding media (such as television
and cinema). For example, more than half of all
commercial films from 1949–50 depicted phy-
sicians.12 The 1946 Hill-Burton Act, enacted to
expand hospital capacity, further enabled the
growth of specialty services, particularly those
based in hospitals.13

! Hard-wiring payment to procedures:
the rise of the relative value unit. In the
1950s the payment divergence between gener-
alists and specialists was institutionalized
through the advent of the relative value scale.
In 1952 the California Medical Association
(CMA) became concerned that insurers would
abandon the UCR system because of the wide
variation in fees charged by different physi-
cians. To avoid the UCR’s demise in favor of an
insurer-determined fee schedule, the CMA
created a Committee on Fees, which examined
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hundreds of services, assigned each a “service
code,” and defined for each service a relative
value unit (RVU). For example, a brief follow-
up office visit might have an RVU of 1, while a
comprehensive hospital visit might have an
RVU of 7. Payment would be based on the
RVU multiplied by a “conversion factor,” de-
termined by each insurer, which turned a ser-
vice with its associated RVUs into a fee for
that service.

The RVUs set by the CMA committee re-
flected the fees for different services existing
in the community in the early 1950s. Because
patients tended to have insurance for proce-
dural services provided by surgeons and imag-
ing services performed by radiologists, fees for
those specialists were already much higher per
time spent than fees for PCP visits, which were
rarely covered by insurance. In this way, a bias
was embedded in the “relative value” of the
RVU and exacerbated as new procedures
(with higher RVUs) were added over time and
as conversion factors increased. For example, if
the conversion factor was 5 for a service in a
Blue Shield plan, the follow-up office visit
would be paid a fee of $5 (1 RVU × 5), while the
comprehensive hospital visit would bring $35
(7 RVUs × 5), or a difference of $30. When the
conversion factor increased to 10, the resultant
fees would be $10 and $70, with a difference of
$60. Thus, specialists gained both from a rise
in the conversion factor and from the creation
of new services with higher RVUs, which were
rarely adjusted downward when physicians
gained experience and procedures took less
time.14

The CMA’s RVU system became the pre-
vailing U.S. model for reimbursement of physi-
cian services, including Medicare and most
commercial insurance. Moreover, the Relative
Value Scale Update Committee (RUC), a body
of the American Medical Association (AMA)
and professional specialty societies that Medi-
care charged with updating the RVU system, is
dominated by specialists and has generally
maintained the status quo.

Concerned over both growth in physician
payments and geographic and specialty pay-
ment disparities, Congress enacted Medicare

payment reform as part of a 1989 budget rec-
onciliation bill, including the resource-based
relative value scale (RBRVS) system, a pay-
ment approach that attempted to recalibrate
the RVUs based on “input” costs rather than
historical norms.15 This approach, designed in
part to redress generalist/specialty payment
imbalances and ultimately adopted by most
private insurers, has not succeeded in redress-
ing these payment imbalances.16

Why this is so is complex and multifaceted.
One major reason is the Sustainable Growth
Rate (SGR), a budgetary policy device that es-
tablishes an overall annual spending target for
physician payments and then adjusts Medi-
care’s conversion factor (up or down) to
change physician fees annually. In recent years
the volume and intensity of physician services
(especially among specialists) has exceeded
the SGR targets. Consequently, the SGR for-
mula dictates large cuts in physician fees, cre-
ating an annual political squabble with end-
of-year “fixes.” Paradoxically, these dynamics
have disproportionately disadvantaged PCPs,
who have limited ability to increase service
volume or intensity compared to specialists. In
2007 the average Medicare payment for a com-
plex follow-up office visit (among the most
common services provided in primary care)
was $94, compared with $203 for a colonos-
copy performed by a gastroenterologist and
$670 for a cataract extraction done by an oph-
thalmologist, each requiring about thirty min-
utes of physician time.

! Biomedical research and the rise of
the academic medical center. The Flexner
Report, with its focus on teaching hospitals,
formed the conceptual underpinning of the ac-
ademic medical center (AMC). In the early
twentieth century, medical schools began to
formally affiliate with teaching hospitals and
create “university” hospitals as centers for
teaching, specialty care, and research. The
postwar era, with broad enthusiasm for invest-
ments in medical science and technology, was
a time of exponential growth in U.S. medicine.
Postwar medical schools’ revenue growth was
dramatic, occurring alongside major shifts to-
ward research funding and increasing reim-
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bursement for hospital-based subspecialty
surgery and procedures. During the 1940s,
medical school spending on research increased
more than 700 percent. Consequently, medical
education moved away from emphasizing the
everyday clinical care of patients toward
highly technical procedures and treatments
for relatively rare conditions. Specialized in-
vestigators largely replaced generalists as clin-
ical teachers. Expertise in clinical teaching
was devalued as research publications became
the coin of the realm.17

Medical students—influ-
enced by specialty-oriented
teachers and hospitals—
chose residencies and fellow-
ships in subspecialties.18 Spe-
cialist residents and fellows
assumed more of the teaching
and clinical duties of medical
school faculty and served as
cheap physician labor for
medical school–affiliated
teaching hospitals. Expanded
postwar residency training
capacity accelerated and so-
lidified the movement of U.S.
medical graduates (and, later, many foreign
medical graduates as well) into specialty and
subspecialty training.

! Medicare, workforce policy, and the
marketplace. Medicare further fueled the
growth of specialty training programs via its
open-ended per trainee payment system. Un-
der cost-based reimbursement, beginning in
1966, and continuing when Medicare’s diagno-
sis-related group (DRG) system for paying
hospitals was introduced in 1983, Medicare
supported residency slots through its gener-
ous direct and indirect medical education
(DME/IME) payments to teaching hospitals.19

This “ uncapped entitlement” to hospitals
(rather than directly to training programs)
placed few limits on the number of residency
positions that Medicare would support until
some modest changes were introduced in the
late 1990s as part of the Balanced Budget Act.20

To promote more balanced physician sup-
ply and distribution, Title VII of the Public

Health Service Act supported primary care
training initiatives, but this program’s minus-
cule budget could not overcome the over-
whelming forces driving growth of specialty
care. By the mid-1990s, Title VII’s budget for
PCP training was less than $90 million per
year, or 1 percent of the nearly $9 billion for
Medicare’s IME and DME support to hospi-
tals.21 While most developed nations created
national policies regarding the proportion of
physicians who would be generalists versus

specialists, the U.S. govern-
ment ceded this key health
policy decision to academic
med icine and hospitals,
whose leadership naturally
focused on expanding spe-
cialty-oriented research,
training, and clinical care.

In the 1980s and 1990s, un-
opposed growth of specialty
services fueled by payment
and supply imbalance drew
attention as a cost driver.22

Capitation (payment of a
fixed amount per patient, re-
gardless of services used) and

the use of PCPs as “gatekeepers” were seen as a
way not only to reduce cost growth but also to
revive interest in primary care; indeed, during
the mid-1990s both occurred. However, the
backlash against “gatekeeper” primary care
and managed care generally ended a brief,
nonsustained rise in interest in primary care.
Moreover, the evolution of the health insur-
ance marketplace away from closed-panel
health maintenance organizations (HMOs) to
open-access preferred provider organizations
(PPOs) greatly increased the power of spe-
cialty-focused provider organizations, and
many communities saw major consolidation of
specialists into larger groups.23 These groups,
with strong “market leverage,” negotiated very
favorable contracts with insurers and had the
ability to expand their range and volume of
services.

Primary care, although modestly expand-
ing “ancillary services,” remained focused on
ambulatory visits. From 2000 to 2005, the
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number of office visits per Medicare benefi-
ciary for established patients increased only 12
percent, while specialty services increased at
far higher rates: colonoscopies, 40 percent;
cardiovascular stress tests, 45 percent; and
magnetic resonance imaging (MRI) scans, 94
percent. Indeed, technology growth, abetted
by specialist-oriented workforce and financ-
ing policy, has become the leading cause of
high U.S. health spending.24

Higher fees, higher volumes, and an increas-
ing procedure orientation explain the widen-
ing income gap between primary care and
most specialties. In 1973 the average surgeon
earned 136 percent of the average family physi-
cian’s income; by 1983 this gap was 211 percent.
By 2004 the income of radiologists was 260
percent that of family physicians; invasive car-
diologists, 253 percent; and gastroenterolo-
gists, 218 percent.25 In contrast, PCPs experi-
enced a 10.2 percent reduction in inflation-
adjusted income in 1995–2003.26

! Institutional and cultural forces: the
academic-industrial complex and the mil-
lennial generation. The rapid growth of bio-
medical knowledge and capabilities within ac-
ademic medicine has resulted in what some
have termed the “academic-industrial com-
plex” (a term originally coined to encompass a
broad range of concerns regarding academe-
industry relationships).27 With its heavy bio-
medical orientation, academic medicine has
tended to focus its power on biomedical as-
pects of disease rather than on overall aspects
of population health.28 And although biomedi-
cal science has clearly made extraordinary ad-
vances in understanding and treating diseases,
the singular lack of balance in the United
States between primary and secondary/ter-
tiary care has had serious consequences for
population health and the U.S. health system.

Today’s millennial-generation medical stu-
dents, viewing major prestige differences and a
wide primary care–specialty income gap, and
more interested in lifestyle balance than earlier
generations were, are abandoning primary
care in favor of “ROAD” specialties (radiology,
ophthalmology, anesthesiology, and dermatol-
ogy).29

The Future Of U.S. Primary Care
This political-economic review of the inex-

orable decline in U.S. primary care over more
than a century suggests that incremental ef-
forts are unlikely to overcome the powerful
forces that have created today’s situation. A re-
evaluation of the imperatives that produce
such a system is needed. These include the
dominance of the hospital (particularly teach-
ing hospitals, with their focus almost entirely
on specialist care); the failure of public policy
to address the erosion of primary care—the
bedrock capability for population health im-
provement; the continuing resistance of the
medical profession to changes that could affect
its autonomy; and the failure of both primary
care and specialist physicians to reorient the
goals of their practice toward the health prob-
lems of the population.

On the other hand, there are grounds for
optimism. There is increasing recognition of
the crisis in primary care and the relatively
poor U.S. population health. Tools that can
measure morbidity burden in individuals and
populations will further reveal the special con-
tributions of person-focused medicine that
primary care provides. The adverse effects of
specialist oversupply on costs and quality are
becoming clearer. The increasing recognition
of the importance of an evidence base for
health decisions will spotlight the benefits of
primary care–oriented health systems.30

New organizing approaches and technol-
ogy support can further increase the benefits
of primary care. These include greater accessi-
bility through approaches such as same-day
appointments; new primary care–based mod-
els for ongoing care; electronic health records
(EHRs) that facilitate coordination of care;
and “e-visits” and other technology-enabled
innovations that increase the comprehensive-
ness of primary care and decrease reliance on
unneeded specialist services.

The recent willingness of the major pri-
mary care constituencies to unite in an effort
to highlight the patient-centered medical
home (PCMH) is novel and promising, but
also limited.31 Although the PCMH may prove
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superior to traditional ways of organizing and
financing primary care, it is likely being “over-
sold” as a solution to the more fundamental is-
sues discussed in this paper. Even if it spreads
as an innovation, the larger nexus of political,
economic, and social forces that have led to the
current state remain. If the PCMH is an incre-
mental “2x” innovation, we believe that a more
comprehensive, multifaceted strategy—a
“10x” solution—is required to revive primary
care.

A New Charter For Primary Care:
The 10x Program

Implementing balance between second-
ary/tertiary care and primary care will take
correspondingly profound actions based on an
explicit national primary care policy. This pol-
icy’s preamble might state: “To achieve U.S.
health policy goals of accessibility, affordabil-
ity, quality, safety, and equity, a robust primary
care sector must become the foundation of
U.S. health care; the United States must ensure
that a sufficient number of primary care clini-
cians are trained to meet the needs of the pop-
ulation; the nation must invest in primary care
practices to provide the technology and
trained workforce that are necessary to pro-
vide access, improve quality and equity, and
optimize spending across the entire popula-
tion; public and private payers must rebalance
relative reimbursement levels and the propor-
tion of health care expenditures going to spe-
cialized services; and the nation’s medical edu-
cation system must be reoriented to serve
these goals.” This national policy would be-
come the blueprint and driving force for an in-
tegrated set of policy changes, which would
include the following.

! Reimbursement. Health care reim-
bursement must be greatly rebalanced com-
mensurate to the individual and population
health value created by patient engagement;
care coordination; and comprehensive, per-
sonalized, longitudinal care, as opposed to the
current system that rewards technical proce-
dural volume. In the short term, this requires
congressional action to recalibrate the RBRVS
fee structure for Medicare and Medicaid (and

hence, adoption by private insurers); and to
split the Medicare SGR formula into two
pools, one for primary care (that is, noncon-
sultative services and consultative cognitive
services) and the other for procedural/imaging
services. This would ensure that primary care
services (as well as specialty cognitive-based
services) are rewarded for cost containment
and quality efforts and not penalized for the
volume increases that occur disproportion-
ately among procedural/imaging services.32

Moreover, gainsharing approaches that reward
both primary care and specialty physicians for
quality improvement and reduced inappropri-
ate variation could be developed.33

In the long term, financial support for pri-
mary care should become a predominant con-
sideration as various approaches to health sys-
tem and financing reform are considered in the
United States. It is important to note that no
other developed country bases financial sup-
port for primary care solely on a fee-for-service
system; many countries have adopted blended
payment systems that consist of a salary-like
base supplemented by incentive payments for
particularly needed services or for achieving
quality standards, or both. For example, one
payment model suggested in the United States
designates about one-third of total funds for
base payment supporting practice infrastruc-
ture, including EHR systems and coordina-
tion-of-care capabilities; one-third for visit-
based care; and one-third for performance, in-
cluding quality, patient experience, prompt
access, and cost efficiency.34 These payment re-
forms would not lead to the recreation of a
“gatekeeper” system (patients would continue
to have broad but more appropriate access to
specialists); they would have the effect of pro-
viding incentives for more effective, efficient,
and coordinated care.

! Clinician workforce. The United States
should move toward the goal of having 50 per-
cent of active patient care clinicians (physi-
cians, nurse practitioners, and physician assis-
tants) in primary care practice. Primary care
clinician-to-population ratios should be devel-
oped and respect the reality that optimal pri-
mary care—even with supporting teams—
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would likely have 1,000–2,000 patients per cli-
nician. Moreover, the opinion of some that a
specialist shortage exists fails to take into ac-
count that about half of visits to specialists are
follow-up visits that are often more appropri-
ately performed in primary care settings.35

Achieving the 50 percent primary care goal
will require Congress to mandate the Centers
for Medicare and Medicaid Services (CMS) to
redirect direct GME funds from hospitals to
graduate educational training programs, with
the requirement that at least
half of these funds be targeted
to primary care training. Fed-
erally backed loans would be
available for up to half of a
given medical school’s under-
graduate enrollment, and
substantial or full loan for-
giveness would be available
for clinicians staying in pri-
mary care fields, similar to current loan-for-
giveness programs for service in underserved
areas.

! Medical education. Today, the emerg-
ing science in the social determinants of health
may be as profound a conceptual shift for the
twenty-first century as the “biomedical
model” was a century ago with the Flexner Re-
port.36 There is now an urgent need for a new
“Flexner Report” and other actions that would
engender a shift in AMCs toward a balanced
and accountable social mission, one that
would facilitate, not impede, the national pri-
mary care policy described above. A major
foundation, or a consortium of foundations,
should launch this independent reexamination
of the focus, financing, curriculum, and faculty
teaching related to medical education and
then work with policymakers, organized med-
icine, and the certifying and accrediting bodies
in medical education to implement the recom-
mendations into public policy.

! Practice infrastructure. The federal
government, perhaps through the Medicare
quality improvement organizations (QIOs,
formerly known as peer-review organizations,
or PROs), should provide direct monetary and
technical assistance to build primary care ca-

pacity in the areas of access, quality improve-
ment, technology support, coordination of
care, cost control, and population manage-
ment—in other words, a “Hill-Burton” pro-
gram for primary care. Practices cannot make
requisite improvements without up-front in-
vestments. Although the PCMH might not en-
compass all of the critical elements, it appears
to be a reasonable starting point, and the
CMS’s planned PCMH demonstration project
is a promising first step in this direction.

! Health system perfor-
mance measurement. Inte-
gral to a national primary care
policy would be the develop-
ment of “key performance in-
dicators” that track both the
“health” of the nation’s pri-
mary care system and the
health of the patients cared
for within each primary care

practice. Along with tracking of workforce
and access metrics, the volume and proportion
of visits to specialists as well as the purpose of
these visits would be important indicators to
track.37

The number of visits to U.S. specialists now
exceeds the number of visits to PCPs, and this
excess is particularly pronounced among the
elderly. The number of visits in the ambulatory
sector is a direct contributor to higher use of
and spending for hospital care without evi-
dence of improved outcomes.38 And the num-
ber of outpatient specialists is a major contrib-
utor to higher use of tests, procedures, and
costs.39 Referral rates in the United States are
much higher than in other countries, with
many more visits to secondary care physi-
cians.40 Concomitantly, the comprehensive-
ness of primary care in the United States is less
than in comparable nations.41 Other indicators
would track the continuity, coordination, and
comprehensiveness of care.

Concluding Remarks
These five points constitute a New Charter

for Primary Care. It will take a concerted, co-
ordinated effort advancing all five aspects
nearly simultaneously to create real change.
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Such a charter will not be accepted or imple-
mented without the creation of a strong politi-
cal coalition capable of overcoming the advan-
tages of inertia. Many stakeholders, however,
have a common interest in promoting such a
charter. Employers are recognizing that costs
can be contained only with a strong primary
care foundation for the health care system.
Health plans and federal, state, and local gov-
ernments, groaning under the weight of rising
costs, would similarly benefit from the cost
containment potential of primary care. Pa-
tients are currently organized chiefly into dis-
ease-specific organizations, but groups such
as AARP, the Consumer Purchaser Disclosure
group, and others could become active advo-
cates of accessible, comprehensive, high-
quality primary care. The formation of the Pa-
tient Centered Primary Care Coalition might
prove to be an important step in creating the
political force that can drive change.42

We have no illusions about the challenges
and barriers that need to be overcome for this
charter to see the light of day. In particular, the
existing health care delivery/financing system,
a public accustomed to immediate access to
specialists and technology, and our collective
enthusiasm for technical innovation as the
main measure of progress for our health sys-
tem may lead to inertia and block change. But
without this agenda, the void will be filled
with small proposals that cannot overcome
the profound nature of primary care’s devalua-
tion. If we are serious about improving health
in the United States and reforming our health
system, we need to think big—10x—about the
place of primary care.

The authors acknowledge Mark A. Peterson’s
contribution to conceptualizing this paper.
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