
Primary Care Collaborative 1

Widespread chronic conditions represent an unprecedented threat to the 
American economy and place enormous health and financial burdens on 
patients, their families and communities across the nation. 

Today, more than 60% of Americans live with a 
chronic condition, 42% live with multiple chronic 
diseases and millions are at risk of developing 
a chronic condition.1 The prevalence of chronic 
conditions among the Medicare population is even 
higher.2 The United States spent almost $5 trillion 
on health care in 2023,3 and some estimates suggest 
that 90% of that tab is spent treating persons 
with one or more chronic conditions.4 That would 
place the price tag for chronic care in excess of 
$4.4 trillion — or more than three times what the 
U.S. spent on Social Security benefits in 2023.5 

And the economic burden isn’t just born on the 
backs of taxpayers and patients. Even though the 
U.S. spends more per capita on health care than 
all other nations, U.S. adults are significantly more 
likely to have multiple chronic conditions than 
adults in other countries6 — which means American 
companies are competing in a global economy 
with a sicker workforce. 

Simply put, the American health care system 
fails to promote a healthier, happier population. 
And that failure is, in part, a result of a reactive, 
rescue-focused medical care system that has 
underinvested in primary care for decades. 

Despite evidence demonstrating that stronger 
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Key Takeaways for Federal 
Policymakers Interested in 
Reducing Chronic Disease Burden

y Invest in primary care using payment
models that resource primary care
teams with upfront population-based
payments to take proactive care of people
in their communities.

y Unshackle doctors, nurses and other
caregivers from the red tape of conflicting,
complicated payment rules and programs
so they can spend more time with patients.

y Shift Medicare to a mindset of prevention,
wellbeing and effective chronic care by
strengthening primary care and building
systems around trusted primary care
relationships.

y Empower Medicare beneficiaries to choose
a primary care professional and team to
support them in their care journey toward
better health and wellbeing.

y Remove patient financial barriers that
hinder chronic disease management.
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Despite evidence demonstrating that stronger 
investment in primary care promotes better 
outcomes7 and generates savings,8 primary care 
accounted for a paltry 4.6% of total U.S. health 
care spending in 2021 — down from 5.4% in 2012. 
In Medicare, the share of spending on primary care 
is even lower at 3.4%.9 

Low primary care payment for visits — typically in 
ten-minute increments or other narrowly defined, 
underpriced inputs — pushes primary care to see 
more patients daily. These short interactions betray 
a focus on the health of the whole person at the 
heart of high-quality primary care and undermine 
clinicians’ ability to support people living with or at 
risk of chronic conditions. 

By pairing increased primary care investment with 
payment models that give clinicians more time to 
treat the whole person, the U.S. can halt a decades-
long rise in chronic conditions. 

Fortunately, efforts by Congress to reform Medicare 
payment for physicians, advanced practice nurses and 
other professionals provide an opportunity to improve 
chronic care and the health of Medicare beneficiaries.10 
After more than ten years of testing new payment 
approaches in both Democratic and Republican 
Administrations, Medicare is well-positioned to 
scale learnings from both traditional Medicare and 
Medicare Advantage and pivot the program to 
prevention and wellbeing. By leading, Medicare can 
model what can work for the entire system. 

Congress kicked off a discussion in 2024 led by 
Senate Finance Committee then-Chairman Wyden 
and then-Ranking Member Crapo with a release of 
a white paper outlining policy concepts to reform 
physician payment to better meet the needs of 
those with chronic conditions.11 A bipartisan policy 
concept raised in the paper is a hybrid payment 
model that “would allow for a per-beneficiary, per-
month (PBPM) payment, provided in advance to the 
clinician.”12 The PCC urges now-Chairman Crapo and 
Ranking Member Wyden to continue their important 
collaboration in the new Congress to improve the 
health of Medicare beneficiaries. 

Chronic Care Includes Behavioral 
Health Care

People living with behavioral health conditions 
are more likely to develop other chronic 
conditions and often face greater access 
barriers. Nearly one in five adults has a 
mental health disorder in the U.S., and 
roughly 25% of those with a mental health 
disorder have a serious illness.13

Chronic behavioral health conditions often 
co-occur with other chronic conditions 
and can affect the ability of patients 
and clinicians to manage other chronic 
medical conditions. Data show that when 
beneficiaries have a serious or common 
mental health disorder, their total care 
costs are much higher on average than 
beneficiaries without a reported mental 
health condition. 

According to MedPAC, the 16% of Medicare 
beneficiaries receiving Part B-covered 
behavioral health service in 2021 incurred 
nearly twice the overall health care spending 
compared to other beneficiaries. The top 
three Medicare reported behavioral health 
conditions were depression, anxiety and 
substance use disorders.14 
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Background – Today’s Broken Fee-for-Service System 

Traditional Medicare’s fee-for-service payment system 
has fallen short for addressing chronic conditions. In 
testimony before the Senate Finance Committee in 
2024, Amol Navathe, MD, described the care received 
by Medicare beneficiaries with chronic conditions as 
highly fragmented. Medicare fee-for-service payment 
exacerbates fragmented care, which can lead to 
medical errors when patients fall through the cracks 
among multiple specialists and primary care.15 

 

One Solution: Hybrid Payment

In 2021, the Nation Academies of Sciences, 
Engineering and Medicine issued its landmark 
report, Implementing High-Quality Primary 
Care: Rebuilding the Foundation of Health 
Care,16 which calls on policymakers to 
implement hybrid payments for primary care. 

Hybrid payments combine the best of both 
fee-for-service and prospective payment 
approaches to care. Primary care teams 
receive a fixed, upfront monthly payment 
(called a prospective payment) to manage 
the usual health needs of each patient 

— such as managing chronic conditions — 
while also receiving fees for high-value, 
underprovided services. 

Hybrid payments give clinicians the 
predictability and stability they need to build 
out care teams to meet all the needs of 
patients — while still encouraging clinicians to 
provide time sensitive or complex services that 
might not work well under a fixed payment. 

The most frequently billed visits in Medicare primary 
care are Evaluation and Management (E/M) visits, 
delivered in the outpatient or office setting. These 
services require significant time for clinicians 
to take a patient’s history, do an exam, ask and 
answer questions, and make medical decisions.17 
Equally important and time intensive, primary care 
teams must build a trusting relationship to support 
beneficiaries to manage their health. Although 
technology and data can assist primary care in 
these activities, visit-based payment does not 
promote proactive care, medication management 
and test follow up, or ongoing care planning.18 
Recognizing the challenges of implementing 
effective chronic disease prevention and 
management, CMS has taken steps under the last 
two Administrations to respond, by implementing 
modest increases in the value of E/M services.19

Low Uptake of Chronic Care 
Management Services

Medicare Fee-for-Service Beneficiaries 
Receiving CCM Services in 2019

% Eligible with Claim

4%

% Eligible

63%
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In addition, CMS introduced several new codes 
in the Medicare physician fee schedule (MPFS) 
over the last ten years to address chronic disease 

— paying practices for the time spent managing 
care for patients with chronic conditions. Evidence 
suggests that when these newly covered services 
are billed, they are associated with better care.20 
However, the uptake of these codes, which include 
transitional care management (TCM), chronic 
care management (CCM) and general behavioral 
health (BH), has been low and disappointing. 
The codes are administratively complex and costly 
for primary care practices to adopt.21 As a result, 
most primary care practices remain stuck in a model 
of chronic care that is overly reliant on frequent, 
short face-to-face, one-to-one visits. 

The low and slow uptake of codes to pay for 
chronic and related care represents an enormous, 
missed opportunity to support Medicare 
beneficiaries at risk of chronic disease and those 
living with chronic disease.22 

Often times, billing for a particular  
code [in primary care] is more costly  
than the reimbursement.”

Amol Navathe, MD, General Internist, 
Researcher and MedPAC Commissioner23
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Primary Care ACOs Generate More than Twice the Savings

Moving Away from Fee-for-Service: ACOs Enable Care 
Coordination; the Best ACOs Enable More Primary Care

What Are Accountable Care 
Organizations?

Medicare ACOs are voluntary organizations of 
clinical professionals and providers who take 
shared responsibility for patient quality and 
cost outcomes for beneficiaries enrolled in 
traditional Medicare. ACOs were authorized 
by the Medicare statute in 2010.24

Greater uptake of payment codes targeted to 
beneficiaries with chronic conditions has been 
observed, however, in subsets of practices — those 
participating in Medicare accountable care 
organizations (ACOs) and advanced primary care.25 
Higher uptake of transitional care management 
and chronic care management codes are linked to 

lower utilization of other services such as hospital 
readmissions.26 Together with other encouraging cost 
and quality findings in ACO models, higher utilization 
of chronic care codes suggests models like ACOs 
encourage clinicians to focus on improving chronic 
care and could improve health outcomes if scaled. 

The Congressional Budget Office (CBO) released an 
issue brief on Medicare ACOs in 2024 that found the 
ACOs most likely to generate savings were those led 
by independent physician groups, those with a larger 
share of primary care clinicians and those with above 
average baseline per beneficiary spending. The CBO 
noted that stronger financial incentives for primary 
care, such as prospective payment or a hybrid mix of 
prospective and fee-for-service payment, along with 
more incentives for beneficiaries to maintain regular 
care, could reduce spending through decreased 
reliance on specialty care, emergency department 
visits and imaging. 27 

Source: Greiner, et al, Primary Care: The MVP of MSSP, 2024 Evidence Report, Primary Care Collaborative

A review of six years 
of data from MSSP 

public files found than 
on average primary 
care centric ACOs 

generated

2.4
times the savings of 
other, non primary 
care centric ACOs.

Year
ACOs with less than 

50 percent PCPs, 
percent savings

ACOs with greater 
than 50 percent 

PCPs, percent savings

Ratio of high 
percent PCP-to-low 
percent PCP savings

2017 0.6 % 2.4% 4

2018 0.8% 2.7% 3.4

2019 1.4% 4.5% 3.2

2019.5 2.0% 4.4% 2.2

2020 3.0% 5.5% 1.8

2021 2.4% 5.3% 2.2

2022 2.5% 5.9% 2.4

Avg 1.8% 4.3% 2.4
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Another analysis of Medicare ACOs found that 
savings were associated with higher utilization 
of primary care physician care. 28 The PCC’s 2024 
Evidence Report found that a higher proportion of 
primary care physicians in an ACO was positively 
correlated with shared savings earned by ACOs 
in the Medicare Shared Savings Program (MSSP) 
every year from 2017-2023. 29

Over several years Medicare has also modified ACO 
payment methods to support rural-based primary 
care and to enable federally qualified community 
health centers (FQHCs) to participate. For example, 
the Advanced Investment Payment (AIP) model in 
MSSP is open to rural providers and those serving 
underserved communities and encourages them 
to form ACOs by providing upfront infrastructure 
payments. As a result, participation of these 
types of providers and professionals in MSSP 
ACOs has increased. 30,31

Primary care physicians (PCPs) can use 
primary care visits to help manage their 
patients’ chronic conditions or provide 
preventive screenings, which may reduce 
spending on more expensive services, 
such as specialty care, advanced imaging, 
inpatient care or post-acute care.  
Under the ACO framework, PCPs are 
particularly well positioned to facilitate 
such reductions in spending because 
Medicare beneficiaries are assigned 
to an ACO on the basis of their use of 
primary care services through a process 
known as attribution.” 

CBO, Medicare Accountable Care Organizations:  
Past Performance and Future Directions, April 2024
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Medicare Advantage Plans Partner with Senior-Focused 
Primary Care

What Are Senior-Focused Primary 
Care Organizations?

A senior-focused primary care organization 
is a value-based care model that tailors 
the environment and services of clinical 
organizations to the unique needs of 
older adults. Senior-focused primary care 
practices are paid by Medicare Advantage 
health plans with upfront population-based 
payments that reflect the health needs of the 
beneficiaries they serve. They are organized 
under multiple types of ownership models. 

 
Innovative, senior-focused primary care practices 
serving beneficiaries enrolled in Medicare Advantage 
(MA) expand access using multi-disciplinary teams 
including nurses, pharmacists, social workers and 
referral specialists. Examples of senior-focused 
primary care organizations include Centerwell and 
Oak Street Health. Payment in these models is 
typically prospective (per beneficiary per month) 
rather than fee-for-service. A peer-reviewed study 
of Humana’s MA HMO enrollees served by senior-
focused primary care found that beneficiaries 
receive 17% more primary care visits than similar 
Humana MA enrollees not served by practices 
considered senior-focused. The senior-focused 
practices also scored higher on measures of chronic 
disease control. The analysis also found that these 
senior-focused primary care practices served more 
Black and dually eligible beneficiaries. 32 

We know that increasing access to 
primary care services is critical to our 
efforts to deliver better health outcomes 
for our patients… This first-of-its-kind 
study shows that patients in senior-
focused primary care organizations 
had better access to care, and that’s 
important because it informs our efforts 
to effectively address the needs of 
seniors, many of whom have chronic 
conditions and complex needs.”33

Kate Goodrich, Chief Medical Officer, Humana
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In 2025 Medicare Introduced Approach to Strengthen Chronic 
Care in Medicare Fee Schedule

In 2025, CMS launched a new advanced primary care 
management code (APCM) — collapsing 20 existing 
codes, including the chronic care management codes 

— to be paid monthly for qualifying beneficiaries.34 
This prospective, monthly payment will not be tied 
to specific minutes documented for various activities 
each month, thus reducing documentation burden. 
The new APCM code demonstrates CMS recognizes 
that strictly defined codes aimed to support chronic 
care are overly burdensome and not aligned with the 
work of chronic care prevention and management, 
which is ongoing and often performed outside of 
face-to-face visits. 

Case Study: A Million Hearts

How do we know Medicare can do better 
to improve health? A small Medicare 
demonstration called Million Hearts launched 
in 2017 asked primary care practices to 
prevent heart attacks and strokes using a few 
known interventions such as tracking patients 
at risk and prescribing statins. Practices 
received a modest fee ($1.24 per beneficiary 
per month) on top of usual fee-for-service 
payments. Participating clinicians succeeded 
in preventing heart attacks and strokes and 
saving lives. They lowered the rate of first-
time heart attacks and strokes by 3 to 4% 
and reduced deaths from all causes while not 
increasing costs.35

The advanced primary care management (APCM) 
code — a stepping stone to hybrid primary care 
payment — is another promising opportunity for 
federal policymakers to strengthen primary care’s 
capacity to care for beneficiaries living with chronic 
conditions. The design of the APCM codes, paid 
on a per-patient per-month basis, could serve as 
a starting point for a more robust population-
based component of primary care hybrid payment 
recommended in the 2021 National Academies of 
Science, Engineering, and Medicine (NASEM) report, 
Implementing High Quality Primary Care.36
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Policymakers Can Build on Progress to Improve Chronic Care 

Our nation’s chronic disease trends remain alarming. 
Gaining control of chronic disease and improving 
health requires more action to strengthen primary 
care. The 2021 landmark NASEM report, Implementing 
High Quality Primary Care, recommends “paying for 
primary care teams to care for people, not doctors to 
deliver services.” The report calls on Medicare and all 
payers to shift from a fee-for-service (FFS) payment 
model toward hybrid (part FFS, part prospective, 
upfront payments) and for CMS to increase the 
overall share of total spending going to primary care. 37

Federal policymakers can learn from the progress 
shown in ACOs and Medicare Advantage to 
accelerate primary care investment and payment 
reform. Policymakers should consider additional 
steps to encourage more ACOs, and primary care 
practices and clinics to join the following payment 
opportunities: 

	y Traditional Medicare ACO payment innovations 
that reduce reliance on fee-for-service payment, 
including:

	‒ a Primary Care Flex option in MSSP to provide 
upfront prospective (hybrid) payments38

	‒ an Advanced Investment Payment (AIP) option 
in MSSP the pre-pays ACOs in rural and 
underserved areas a fixed amount to invest in care 
infrastructure to transform care delivery39

	‒ a new “prepaid shared savings” option to encourage 
investments by ACOs that have a history of earning 
shared savings40

	y ACO REACH, which offers prospective monthly 
(hybrid) payments to expand primary care 
access and strengthen ongoing chronic care41

	‒ New Advanced Primary Care Management 
(APCM) codes designed to improve chronic care 
and reduce the red tape of billing for ongoing 
chronic care.42 As CMS rolls out APCM codes, 
Congress should consider restructuring and/or 
waiving monthly beneficiary coinsurance for these 
services — many of which are likely to be provided 
virtually or telephonically.

	y Initiatives to align private payers, Medicare and 
state Medicaid programs in a multi-payer effort 
(examples include the Making Care Primary 
advanced primary care model and the AHEAD 
model43, which invests in primary care while 
constraining hospital cost growth)

	y Medicare Advantage prospective primary care 
payment to support “senior-focused” primary 
care teams caring for beneficiaries with complex 
chronic care needs44

As policymakers pursue and develop primary care 
payment reform initiatives, they should ensure that 
payment levels and forms encourage primary care 
models and teams that support beneficiaries with 
the most complex conditions and care needs, in 
particular behavioral health conditions.
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