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Abstract

Background: The main purpose of this essay is to review the role of primary care in the U.S. health care
system and assess the probability that health reform will lead to greater emphasis on primary care.
Methods: The author conducted a literature review to present an historical analysis of policies designed to
increase the availability and use of primary care in the U.S.

Results: Despite widespread agreement that the use of primary care should be expanded, U.S. policies have
encouraged the growth of a system that relies predominantly on specialty care. The 2010 health reform
law includes several provisions designed to increase the availability and use of primary care, but the new
Congress has threatened to delay the law’s implementation.

Conclusions: As concepts, primary care and prevention enjoy nearly universal support in the U.S., but the

reality does not match the rhetoric.
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“Simply put, in the absence of a radical shift towards prevention and public health, we will not be successful in containing medical

Introduction

The U.S. health care system is the most
expensive in the world, placing great emphasis
on the role of new medical technology and
pharmaceuticals, and far less emphasis on
primary care and prevention. Those who argue
for increased spending on prevention often
point out that “only” five percent of the
more than $2 trillion dollars spent on health
care is devoted to population-wide approaches
to health improvement [2]. Drummond and
Sampat argue that “U.S. consumers tend to be
more embracing of new medical technologies
than those in the U.K., and most other
industrialized nations. The bulk of worldwide
sales for most multinational drug companies are
also disproportionately in the U.S.” [3].

Although the recent health care reform debate
focused largely on the problems of the uninsured
and financial barriers to care, critics argue that
the system needs an overhaul of its workforce,
its delivery system and its financial incentives
that reward treating patients after they become
ill rather than keeping people healthy in the first

costs or improving the health of the American people.”
Barack Obama, 2008 [1]

place [4]. In this paper, I provide an overview of
the U.S. health care system with a particular focus
on the role of primary care and prevention. There
are several health plans (e.g. Kaiser Permanente),
“integrated delivery systems” (e.g. Geisinger
Health System), and government agencies
(e.g. Veterans Affairs Health Care System) that
emphasize primary care, prevention and disease
management, but overall, its role in the system is
limited. After providing a review of the existing
system, I discuss, briefly, the proposed changes
under health care reform designed to enhance
the role of primary care and prevention, and
comment on their prospects for success.

The U.S. health care system: an overview

The United States relies on a mix of public and
private financing and delivery. It has the highest
per capita health care expenditures among OECD
nations, but its public health expenditure, as a
percentage of total health expenditures, is the
lowest among these nations. The 2010 Patient
Protection and Affordable Care Act (P.L. 111-148)
will, if fully implemented, expand health insurance
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coverage dramatically. Because it relies heavily on
the expansion of public programs (primarily the
Medicaid and the State Child Health Insurance
programs) to increase coverage, the health reform
law may increase the percentage of total health
care expenditures paid for by government.

Health care financing

Currently, most Americans under the age of
65 rely on private, employer-sponsored private
health insurance. The expansion of employer-
sponsored health insurance during the 1950s and
1960s was induced by a series of administrative,
legal, and legislative decisions, none of which
were explicitly intended to expand employer
involvement in health care. By the end of the
1950s, employers had a substantial role in the
financing of health care [5] and employer-based
coverage continued to expand through the
1960s, stabilizing in the early 1970s. Since 2000,
the percentage of employers who offer health
insurance coverage has declined, along with
the percentage of employees who take up the
offer of employer-sponsored health insurance.
In addition, many employers have reduced or
eliminated retiree health benefits [6]. This publicly
subsidized private health insurance system did not
address the health needs of those who were not
in the workforce, particularly the unemployed
and older persons [7]. The adoption of Medicare
and Medicaid in 1965 attempted to fill these
gaps. The Social Security Amendments of 1965
(the Medicare and Medicaid legislation) included
three distinct layers [8, 9]. The first was based on
President Johnson’s original proposal. Medicare
Part A is a hospital insurance program based
on the Social Security contributory model. The
second, Medicare Part B, was based on a proposal
from Republican Congressman John Byrnes of
Ohio and is a voluntary supplementary medical
insurance program funded through beneficiary
premiums and federal general revenues. The third
was the Medicaid program, based on the proposal
from the American Medical Association (AMA)
and other opponents of the president’s hospital
social insurance plan. Medicaid broadened the
protections offered to the poor under medical
vendor payments and to the medically indigent
under Kerr-Mills. Medicaid also expanded
Kerr-Mills to cover additional older citizens, and
eligibility among the indigent was broadened
to include the blind, the permanently disabled,
and adults in (largely) single-headed families and
their dependent children [10]. The scope of the
Medicare program has changed little since its
adoption in 1965 [11]. In 1972, the program was
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modified to include the disabled and people with
end-stage renal disease, but the most significant
change in the program’s scope and structure
came with the 2003 Medicare Modernization
Act. Along with the creation of Medicare “Part
D,” a prescription drug benefit, the act also
provided incentives to encourage beneficiaries to
select Medicare Advantage (MA) plans over the
traditional Medicare program. Nearly one quarter
of Medicare beneficiaries are now enrolled
Medicare Advantage plans, but a large decrease
in payments to these plans under the new health
reform law could lead to a subsequent reduction
in plan participation and enrollment [12]. In
contrast to Medicare, which has experienced
few increases in scope during its 40-year history,
the Medicaid program has grown enormously,
particularly since the late 1980s. In the late
1980s a group of southern governors pushed to
liberalize coverage for pregnant women under
Medicaid [13]. By 1990, the federal government
had expanded Medicaid to include all pregnant
women and children with incomes below 133
percent of the federal poverty level and required
states to phase in coverage of all children in
families with incomes below 100 percent of
poverty [13]. Under health reform, the floor for
Medicaid eligibility was increased to 133% of
the federal poverty level for everyone, with the
federal government covering the cost for 100%
of the newly eligible from 2014 through 2016,
95% in 2017, 94% 2018, 93% in 2019, and 90%
federal financing for 2020 and thereafter (Patient
Protection and Affordable Care Act, P.L. 111-148).
In 1997, the State Child Health Insurance Program
expanded public insurance coverage for children
even further. After the failure of the Clinton health
plan in 1994, congressional Democrats decided
to build on the Medicaid expansions of the late
1980s. Republicans opposed a further expansion
of Medicaid but supported a block grant program
to expand coverage for working-class children.
The two parties reached a compromise, and
SCHIP was created as a separate program with a
funding model that is similar to Medicaid because
it provides federal matching funds for state
programs that enjoy significant discretion [11] .
The federal government provided states with $40
billion over 10 years to provide expanded child
coverage. As of 2006, SCHIP covered more than
6.1 million children [14]. Soon after taking office,
President Obama signed legislation providing
an additional $33 billion to SCHIP. This funding
helped to enroll an additional 4 million children
[15]. The 2010 health reform law extended
funding for two additional years [16].
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Provider payments

Before the spread of managed care in the 1990s,
private insurance in the United States relied
primarily on retrospective fee-for-service payments
to physicians and other health care providers.
Public and private payers in the United States
now use a variety of reimbursement methods that
include fee-for-service payments and capitation.
In the public sector, Medicare relies on a type of
negotiated fee-schedule called the resource-based
relative value scale (RBRVS). The RBRVS payment
formula attempts to account for the resource
costs needed to provide each physician service.
Medicare Advantage plans and most Medicaid
managed care plans receive capitated payments
that cover both ambulatory and hospital care.
In both Medicare and Medicaid managed care,
MCOs use a host of reimbursement mechanisms
to pay the health care providers in their networks
[17]. The original reimbursement standards used
by the Medicare program were generous and
paid hospitals and physicians on a retrospective
basis [18]. Under the prospective payment
system adopted in 1983, Medicare set standard
payments for hospitalization. Medicare payments
are predetermined on the basis of the patient’s
diagnosis, after adjusting for the average cost of
care for that “diagnosis-related group” (DRG) in the
area. Once the hospital determines the diagnosis,
Medicare reimburses the hospital on the basis of
the set price, regardless of the costs the hospital
bears for treating the beneficiary. In theory, this
system forces hospitals to become more efficient.
If a hospital is able to treat a patient for less than
it is reimbursed under the DRG, it is allowed to
keep the difference. When it costs more to treat
a patient than the DRG rate, the hospital loses
money. The shift from fee-for-service to capitation,
the adoption of prospective payment, and other
reimbursement incentives, have all been designed
to encourage hospitals, health plans, physician
groups and individual physicians to keep people
healthy and reduce health care spending. Despite
these efforts, it is still more lucrative for health care
professionals in the U.S. to treat people using the
newest technology than it is to provide primary
and preventive care. For example, in 2006 the New
York Times reported that comprehensive diabetes
centers, which provide education and nutritional
counseling designed to prevent complications
associated with diabetes often lose money because
Medicare reimbursement rates for these services
are low [19]. In contrast, hospitals can make a
substantial profit when they perform amputations
on patients with uncontrolled diabetes [19].
Recently, there has been a push by a few innovative

plans to reverse these incentives and reward
providers that invest in keeping patients healthy,
but this practice is not yet widespread [20]. Some
large insurers are “flirting” with the idea, but
others have yet to embrace the approach [20].

The organization of health care delivery

Organizational arrangements for health care
in the United States are noted for being on the
private end of the public-private spectrum. In
comparison with Western Europe, the United
States has one of the smallest public hospital
sectors. The absence of a NHI program has
resulted in a system of multiple public and private
health insurers, and has encouraged a more
pluralistic pattern of health care organization and
more innovative forms of medical practice - for
example, multispecialty group practices, health
maintenance organizations (HMOs), ambulatory
surgery centers, preferred provider organizations
(PPOs), and “point of service” (POS) plans.

Along with the shift from fee-for-service to
capitation, the early advocates of managed
care believed that the financial incentives used
by these plans, coupled with changes to the
delivery system that, in theory, make it easier
for health professionals to coordinate care,
would encourage greater use of primary care and
preventive services. Indeed, there is evidence
that some managed care plans have achieved
great success. Nevertheless, in the mid-1990s,
when employers attempted to expand the use
of managed care with strict “gatekeeping” that
limited access to specialty care, it generated a
so-called managed care “backlash.” Although
the notion that employers and individuals
“voted with their feet” and rejected HMOs
was exaggerated [21], objections to the use of
written pre-authorization, and other techniques
designed to reduce the use of “unnecessary”
specialty care, forced employers and health
plans to loosen restrictions [22, 23].

The health care workforce

In most OECD health care systems, at least half
of the physicians are in primary care [17]. The U.S.
stands out, in contrast, because about 70 percent of
physicians are specialists, and only about 30 percent
are in primary care [17]. This is important because
systems with a higher concentration of primary
care physicians enjoy better results. An effective
system of primary care improves coordination and
continuity of care [24-20]. Health care systems with
a higher concentration of primary care physicians
enjoy higher life expectancy at birth and lower
infant mortality [27], lower mortality from all causes
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[28], lower disease-specific mortality [29], lower
rates of avoidable mortality [30], lower rates of
avoidable hospital conditions [31], and higher self-
reported health status [26]. A high concentration
of primary care doctors is also associated with
lower health inequalities [25]. Why do health
systems that rely more on primary care physicians
enjoy better results? It is difficult to establish a
causal relationship between the role of primary
care physicians and these outcomes, but several
hypotheses are consistent with the evidence. First,
primary care physicians and nurses are trained
to focus on primary health care prevention,
including vaccination, which can prevent illness,
hospitalization and, in some cases, premature death.
For example, primary care physicians are more
effective at encouraging smoking cessation, the
use of influenza vaccination [32], and the early
detection of breast cancer, colon cancer, cervical
cancer, and melanoma [29, 33-35]. Second, they
are more likely than specialists to discuss the
overall health status of their patients, rather than
focusing on one specific condition or disease [25].
This orientation helps them to address the needs of
patients with multiple co-morbidities, an ability that
is increasingly important as population ages [17].

In contrast, systems that rely on a high
concentration of specialists tend to use more
medical care. Although some of this additional
care is almost certainly beneficial, much of this
additional care may be unnecessary [306-40].
Evidence of potential supplier induced demand
is not limited to the U.S. Even in systems
that place greater emphasis on primary care,
patients living in regions with more specialists
are treated more aggressively with health care
technology. In France, for example, heart
disease patients living in departments with a
higher density of cardiologists are far more
likely to receive revascularization procedures
than patients living in other departments, even
after controlling for need [17].

With few exceptions, the federal government
has done little to encourage the growth of primary
care providers. Medicare has provided support
to teaching hospitals that run graduate medical
education (GME) programs since its enactment
in 1965 [41]. The government could - through
the Medicare program or some other mechanism
- use its leverage to transform the training of
health care professionals. In fact, the rationale
for government support of GME would be even
stronger if it did more to influence the content of
medical education [41]. In the Balanced Budget
Act of 1997, the federal government adjusted the
GME formula slightly to encourage the training
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of primary care physicians, but most believe a far
more aggressive change in financial incentives is
required [41]. Along with modest adjustments to
the GME formula to encourage primary care, the
federal government supports the National Health
Service Corps, which provides loan forgiveness
and scholarships to medical students who agree
to work for a few years in rural areas that suffer
from a particularly acute shortage of primary-
care providers. Under the new health reform
law, this program will receive additional support
and Medicaid payments for primary care services
will be increased to 100 percent of the Medicare
payment rates for 2013 and 2014. The law will
also provide a 10 percent bonus payment to
primary care physicians in Medicare from 2011
through 2015 [41]. Furthermore, a few medical
schools with a focus on primary care have opened
in recent years. But according to Howard Berman,
the dean of the medical school at Tufts University,
which is regarded as a leader in the effort to
train more primary care physicians, “all those
changes may not be enough to fill the gap” [42].
These efforts, while helpful, are not enough to
overcome the tremendous financial incentives for
medical students to become specialists.

Proposed changes under health reform

The Obama administration frequently argues
that too little is spent on prevention and that
greater investment could improve population
health and reduce health spending [43, 44]. At
a Senate hearing on January 8, 2009, the then
HHS Secretary-designate and former Senator Tom
Daschle, claimed that “our health care system is
not oriented toward prevention” and argued that
the U.S. needs to shift from an illness based model
of care to a prevention-based model with greater
support for primary care [45]. On September
9, 2009 in a speech before a Joint Session
of Congress on Health Care, President Obama
argued that health reform must require insurers
to cover preventive care, including mammograms
and colonoscopies, “because there’s no reason
we shouldn’t be catching diseases like breast
cancer and colon cancer before they get worse.
That makes sense, it saves money, and it saves
lives” [46]. The assumption that an expanded
use of primary care and prevention will save
money is not accepted by everyone. Indeed,
many researchers question whether prevention
is capable of generating the benefits attributed to
it [43, 44, 47]. Prevention may improve health,
but the costs of prevention are often larger than
the savings [47, 48]. In many cases, increased
use of primary care and preventive services
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increases health care spending. The logic of this
argument was adopted by the Congressional
Budget Office Director Douglas W. Elmendorf
, who argued that, “Although different types
of preventive care have different effects on
spending, the evidence suggests that for most
preventive services, expanded utilization leads to
higher, not lower, medical spending overall” [49].
While the effect of prevention on health care
spending is controversial, few disagree that better
primary care and prevention have the potential
to improve health. The Affordable Care Act
includes several provisions designed to increase
investment in primary care in prevention. Along
with those described in the section above, the
law established a National Prevention, Health
Promotion and Public Health Council charged
with developing, within one year, a strategy for
improving the nation’s health; a “Prevention and
Public Health Fund,” with $7 billion in funding for
2010 through 2015 and an additional $2 billion in
each fiscal year after 2015 to support prevention
research and a host of public health activities.
The law also eliminates cost-sharing for Medicare
beneficiaries associated with preventive services
that have received a grade of A or B by the U.S.
Preventive Services Task Force - and it waives
the deductible for colorectal cancer screening

[50]. The renewed emphasis on primary care
and prevention is promising. Nevertheless, it is
not yet clear whether the investments included
in the health care reform law will be sufficient
to challenge the high-tech nature of health care
delivery and practice in the U.S. and thus result
in a new orientation for the system. Furthermore,
the new Republican majority in the U.S. House
of Representatives may attempt to delay the
implementation of reform or deny funding for
some of its major provisions. But even if the new
Congress provides funding to enhance primary
care, implementing this change will be difficult.
If a greater emphasis on primary care might also
result in more limited access to specialty care,
history suggests it will be particularly difficult to
implement such a shift. Powerful forces, including
a well financed biotechnology and health care
industry, academic researchers, patient advocacy
groups, along with a general public that does
not trust government efforts to limit medical
technology, are likely to resist the move toward
a health care system that relies more heavily on
primary care and less on new medical technology
[4, 51]. As concepts, primary care and prevention
enjoy nearly universal support in the U.S. - but
the reality does not match the rhetoric.
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