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Note: For this column, Dr. Rich responds to questions posed by colleagues at Creighton on the white paper entitled "Paying 

Wisely: Reforming Incentives to Promote Evidence-Based Decisions at the Point of Care" by Eugene C. Rich, Tim Lake, and 
Christal Stone Valenzano. 
 
Questions were prepared by: 
Richard O’Brien, MD, CHPE 
John Stone, MD, PhD, CHPE 
 
Question 1: Given that you find flaws with all of the methods you propose, is/are there any optimal solutions that come closer to 

achieving your goals? 
 
Dr. Rich’s Answer: Our team has concluded that fee for service (FFS) is the method of payment for physician work that makes 

the most sense to physicians and patients as they consider the clinical process at the point of care. It is therefore perhaps not 
surprising that FFS has been a prominent approach to paying for physician work throughout western history and is prevalent in 
most industrialized countries today. Nonetheless there are many problems with FFS payment as we point out. So we suggest a 
stepwise approach to provider payment reform beginning with recalibrating FFS payments to ensure more balanced incentives 
for point of care decisions. This should be combined with monitoring for ongoing overuse as well as underuse of services, with 
appropriate modification to FFS payment to address ongoing problems. Two problems we mention briefly in the paper are 
inadequate incentives for chronic illness care and the larger issue of poor rewards for primary care. As we point out, simply 
enhancing visit-based payments may not be sufficient here. Periodic per-patient payments for care coordination and chronic 
care management, as well as payment for performance on quality measures, are potential solutions to these problems.  
 
We also anticipate circumstances where more aggregated FFS payments (e.g. payments for episodes of illness or bundled 
payments for procedures) may be preferable to address persistent overuse of some services during illness care. But as we point 
out, these approaches will need to be applied judiciously since to large provider organizations these aggregated payments may 
pose the same “piecework” style of incentives as FFS does for individual clinicians. Thus they introduce new risks of rewarding 
over diagnosis of the conditions and overuse of the procedures that define well reimbursed illness episodes.  
 
As we note, population based payments to large provider entities (e.g. “shared savings” or true capitation payments) can be 
effective at discouraging over diagnosis and overuse but send strong incentives for underuse of various potentially valuable 
services. While some mature large provider organizations (e.g. Kaiser Permanente) seem to have developed the organizational 
culture to embrace evidence-based use of expensive services under capitated payment, the experience of the 90s suggests 
many new provider entities will struggle with adapting to true capitation incentives. In light of these challenges, we believe there 
may be other ways one can adjust FFS payments for specific services to discourage local overuse of services in a population.  
 
Question 2: A potential problem with many payment systems is the objection that the diagnosis is a very rough metric that 

insufficiently reflects clinical variability in particular patients. And many performance measures draw on guidelines that represent 
certain standards relevant to “average” patients. How can other payment reforms like payment for quality or episode-based 
payment be sufficiently particularized for the individual patient? 
 
Dr. Rich’s Answer: We agree that payment for quality strategies are fraught with problems relevant to rewarding true evidence-

based practice which has always emphasized the application of the available research to the patient’s particular clinical context 
and preferences. It is for this reason that we do not propose “pay for quality” as the primary strategy for reforming physician (and 
other clinician) payment. 
 
Question 3: Also, would heightened scrutiny create much more paperwork, further diminishing time for clinical care and 

increasing overhead?  
 
Dr. Rich’s Answer: Space limited our ability to discuss all the current problems with provider payment. The current 

administrative costs of our payment system are already quite high and compare unfavorably to other industrialized countries. 
And as we note our model for point of care decision-making emphasizes that physicians (and other clinicians who diagnose and 
treat illness like nurse practitioners and physician assistants) make many decisions during each patient encounter, thousands of 
decisions each work day. So it is inconceivable that any pay for quality system could consistently reward patient-centered and 
evidence-based decisions at the point of care. Our goal is to move provider payment in the direction articulated by Dr. Chris 
Cassel and other discussants at our forum. We should strive to get the payment system “out of the way” of clinician decision-
making and more consistently reward health professionals for providing evidence-based and patient-centered care.  
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Question 4: In contrast to FFS with P4Q (fee for service with pay for quality), the paper suggests that bundled episode-based 

payment will be an incentive to augment the detection of patients with relevant diagnoses. (p. 6) But wouldn’t bundled alleged 
episodes and FFS/P4Q cases also be available for scrutiny about accuracy of diagnosis and evidence-based care? You seem to 
suggest as much. 
 
Dr. Rich’s Answer: Yes we briefly acknowledge that pay for quality (including “appropriateness measures”) could be 

incorporated into episode-based payments. This is why in Table 1 we indicate that this approach to payment reform “can 
sometimes address” (+/-) problems of overused tests and treatments, as well as over diagnosis. However these efforts would 
likely increase the administrative complexity related to this payment approach. Indeed over diagnosis may be a particularly 
difficult problem to monitor given the numerous subjective judgments involved in the acquisition, interpretation and 
documentation of history, physical examination, and diagnostic test information.  
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