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Preface

The Commonwealth Fund Commission on a High Performance Health System is pleased to 
present the report, Organizing the U.S. Health Care Delivery System for High Performance, which addresses 
fragmentation in the U.S. delivery system, a problem that leads to frustrating and dangerous patient 
experiences, medical errors, poor overall quality of care, and an emphasis on intense, often redundant or 
unnecessary medical encounters and interventions over higher-value primary care. The report describes the 
characteristics of high performance health care and offers policy recommendations for achieving greater 
organization and higher performance.

In August 2006, the Commission released its first report, Framework for a High Performance Health 
System for the United States, which outlined its vision of a uniquely American, high performance health 
system offering high-quality, safe care; access for all people; efficient, high-value care; and the capacity 
needed to improve. In subsequent reports, Why Not the Best? Results from a National Scorecard on U.S. Health 
System Performance and Aiming Higher: Results from a State Scorecard on Health System Performance, we found 
that on each major dimension of health system performance, the nation falls far short of what is achievable, 
and that performance varies widely. In an effort to find solutions, the Commission in November 2007 
issued A High Performance Health System for the United States: An Ambitious Agenda for the Next President, 
which outlined five key strategies for change: ensuring affordable coverage for all; aligning incentives and 
instituting effective cost control; providing accountable, coordinated care; aiming higher for quality and 
efficiency; and ensuring accountable leadership.

Organizing the U.S. Health Care Delivery System for High Performance expands on the 
recommendations provided in Ambitious Agenda, focusing on the delivery of care. This report identifies 
six attributes for an ideal health care delivery system: information flow to providers and patients through 
electronic health record systems; care coordination and care transition support; peer accountability and 
teamwork among providers; easy access to appropriate care; accountability for the total care of the patient; 
and continuous innovation to improve quality, value, and patient experiences. To move our fragmented 
delivery system toward this ideal, the Commission recommends payment reforms: bundled payment systems 
that reward coordinated, high-value care and expansion of pay-for-performance programs to reward 
high-quality, patient-centered care; patient incentives to choose to receive care from high-quality, high-
value systems; regulatory changes that remove barriers to clinical integration; accreditation programs for 
organized delivery systems; changes in provider training; government support to help facilitate organization 
where necessary; and an acceleration in the adoption of health information technology.

We should no longer tolerate the outcomes of our fragmented health care system. We hope that 
this report will inform and encourage policymakers and other stakeholders to work toward reforming 
fundamentally the way our health care system is organized in order to achieve high performance.

James J. Mongan, M.D. Stephen C. Schoenbaum, M.D.
Chairman Executive Director

The Commonwealth Fund Commission on a High Performance Health System
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execUtive SUmmary

Health care delivery in the United States has long been described as a “cottage industry,” 

characterized by fragmentation at the national, state, community, and practice levels. There is 

no single national entity or set of policies guiding the health care system; states divide their 

responsibilities among multiple agencies, while providers practicing in the same community and 

caring for the same patients often work independently from one another. Furthermore, the fragile 

primary care system is on the verge of collapse. This report from The Commonwealth Fund 

Commission on a High Performance Health System examines the problem of fragmentation 

in our health care delivery system, particularly at the community level, and offers policy 

recommendations to stimulate greater organization.

The fragmentation of our delivery system is a fundamental contributor to the poor overall 

performance of the U.S. health care system. In our fragmented system:

patients and families navigate unassisted across different providers and care settings, •	

fostering frustrating and dangerous patient experiences;

poor communication and lack of clear accountability for a patient among multiple •	

providers lead to medical errors, waste, and duplication;

the absence of peer accountability, quality improvement infrastructure, and clinical •	

information systems foster poor overall quality of care; and 

high-cost, intensive medical intervention is rewarded over higher-value primary care, •	

including preventive medicine and the management of chronic illness.

how Do We Want health care to Be Delivered?

If we do not want the status quo, how do we want health care to be delivered? The Commission 

has identified six attributes of an ideal health care delivery system, each of which has been 

demonstrated to be an important driver of high performance:

Patients’ clinically relevant information is available to all providers at the point of care and 1. 

to patients through electronic health record systems.

Patient care is coordinated among multiple providers, and transitions across care settings are 2. 

actively managed.

Providers (including nurses and other members of care teams) both within and across 3. 

settings have accountability to each other, review each other’s work, and collaborate to 

reliably deliver high-quality, high-value care.
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Patients have easy access to appropriate care and information, including after hours; there 4. 

are multiple points of entry to the system; and providers are culturally competent and 

responsive to patients’ needs.

There is clear accountability for the total care of patients.5. 

The system is continuously innovating and learning in order to improve the quality, value, 6. 

and patients’ experiences of health care delivery.

is it achievable?

After identifying these six attributes, we examined 15 diverse health care delivery systems. From 

the case analyses, four important lessons emerged:

Our ideal delivery system is achievable; existing delivery systems have many of the key •	

attributes we have identified.

There is more than one way to organize providers to achieve those key attributes, ranging •	

from fully integrated delivery systems and large, multi-specialty group practices to looser 

forms of organization such as private networks of independent providers (e.g., independent 

practice associations) and government-facilitated networks of independent providers.

Although there are diverse approaches, some form of organization (i.e., established •	

mechanisms for working across providers and settings) is required to achieve these 

attributes. This finding is consistent with the literature, which suggests that greater 

organization is associated with better quality and, to some extent, greater efficiency.

Leadership is a critical factor in the success of delivery systems.•	

getting the care We Want: Policy recommendations

Despite the potential benefits, the financial, regulatory, professional, and cultural environments 

act as barriers to organizing health care delivery. Policy interventions are needed for this critical 

component of health system reform. The policy recommendations below would promote greater 

organization of the delivery system to achieve gains in the quality and value of care. In proposing 

these policies, we are guided by two principles:

The policies should move the system toward achievement of the attributes of the ideal 1. 

delivery system we have identified.

The policies should allow for diverse models of organization to achieve these attributes, 2. 

explicitly recognizing that different regions of the country may require different 

arrangements.

No single policy will fix the fragmentation of our health care system. Rather, a 

comprehensive approach is required—one that might lead progressively to greater organization 

and better performance. We recommend the following strategies:
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Payment reform. •	 Provider payment reform offers the opportunity to stimulate greater 

organization as well as higher performance. The predominant fee-for-service payment system 

fuels the fragmentation of our delivery system. We recommend that payers move away from 

fee-for-service toward bundled payment systems that reward coordinated, high-value care. In 

addition, we recommend expanding pay-for-performance programs to reward high-quality, 

patient-centered care. The more organization in delivery systems, the more feasible these 

payment reforms become (Exhibit ES-1). These payment reforms also could spur organization, 

since they reward optimal care over the continuum of services. Specifically, we believe that:

Full population prepayment—a single payment for the full continuum of services for o 

a given patient population and period of time—should be encouraged. Such payments 

should be adequately risk-adjusted to avoid adverse patient selection. If full population 

prepayment is not feasible, payers should encourage:

Global case payments for acute hospitalizations. Ideally, such payments should 	

bundle all related medical services from the initial hospitalization to a defined 

period post-hospitalization (including preventable rehospitalizations). These 

payments also should be risk-adjusted to avoid adverse patient selection. 

Alternative payment structures for primary care. Primary care practices that 	

provide comprehensive, coordinated, patient-centered care (e.g., certified 

medical homes) should be offered an alternative to fee-for-service payment. 

Promising alternatives include comprehensive prepayment for primary care 

services or fee-for-service payments plus a per-patient care management fee.

Exhibit ES-1. Organization and Payment Methods 

Continuum of Organization 
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Source: The Commonwealth Fund, 2008 
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Pay-for-performance should be expanded. The more bundled the payment mechanism, o 

the higher proportion of the payment should be tied to performance. These programs 

should migrate away from measures that focus on individual processes in a single 

provider setting (e.g., hemoglobin A1C testing rates for patients with diabetes) toward 

broader measures of quality, such as clinical outcomes (e.g., blood pressure control or 

hospital readmission rates), care coordination, or patient experiences.

Medicare should support further demonstration projects that test innovations in o 

payment design and care delivery.

Patient incentives. •	 Patients should be given incentives to choose to receive care from high-

quality, high-value delivery systems. This requires performance measurement systems that 

adequately distinguish among delivery systems.

 

regulatory changes. •	 The regulatory environment should be modified to facilitate clinical 

integration among providers. 

accreditation. •	 There should be accreditation programs that focus on the six attributes of 

an ideal delivery system we have identified. Payers and consumers should be encouraged 

to base decisions on payment and provider networks on such information, in tandem with 

performance measurement data.

Provider training.•	  Current training programs for physicians and other health professionals 

do not adequately prepare providers to practice in an organized delivery system or team-based 

environment. Provider training programs should be required to teach systems-based skills and 

competencies, including population health, and be encouraged to include clinical training in 

organized delivery systems. 

 

government infrastructure support. •	 We recognize that in certain regions or for specific 

populations, formal organized delivery systems may not develop on their own. In such 

instances, we propose that the government play a greater role in facilitating or establishing 

the infrastructure for an organized delivery system, for example through assistance in 

establishing care coordination networks, care management services, after-hours coverage, health 

information technology, and performance improvement activities.

health information technology. •	 Health information technology provides critical 

infrastructure for an organized delivery system. Providers should be required to implement and 

utilize certified electronic health records that meet functionality, interoperability, and security 
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standards, and to participate in health information exchange across providers and care settings 

within five years.

conclusion

Our fragmented health care delivery system delivers poor-quality, high-cost care. We cannot 

achieve a higher-performing health system without reorganization at the practice, community, 

state, and national levels. This report focuses on the community level, for which we have identified 

six attributes of an ideal delivery system. Our vision of health care delivery is not out of reach; 

some delivery systems have achieved these attributes, and they have done so in a variety of ways. 

We can no longer afford, nor should we tolerate, the outcomes of our fragmented 

health care system. We need to move away from a cottage industry in which providers have no 

relationship with, or accountability to, one another. Though we acknowledge that creating a more 

organized delivery system will be difficult, the recommendations put forth in this report offer a 

concrete approach to stimulate greater organization for higher performance.



1

Organizing the U.S. health care Delivery SyStem  
fOr high PerfOrmance

i. BacKgrOUnD

Health care delivery in the United States has long been described as a “cottage industry,” 

characterized by fragmentation at the national, state, community, and practice levels. Despite the 

federal government’s role as the single largest payer for health care, there is no national entity or 

set of policies guiding the health care system.1 States divide their responsibilities among multiple 

agencies, while providers practicing in the same community and caring for the same patients often 

work independently from one another. Furthermore, the fragile primary care system is on the 

verge of collapse.2 This report focuses on the organization of health care delivery at the local level, 

considering the relationships among physicians, hospitals, and other providers in a community. Not 

surprisingly, fragmentation at this level is often reflected in patients’ experiences, as illustrated in 

the fictional cases that follow:

Frank, a 67-year-old male with Medicare fee-for-service coverage, was admitted 

to the hospital for an acute exacerbation of heart failure. During the week following his 

discharge, he tried to schedule a visit with his primary care physician (PCP), as he thinks 

he was told to by the hospital staff, but he somehow let it slip. Six weeks after he left the 

hospital, his shortness of breath was getting worse—he could barely make it across his 

bedroom without stopping to rest, and stairs were out of the question. During Frank’s first 

post-hospital visit with his PCP, she could not find a copy of his hospital discharge summary 

in the stack of papers that make up his chart. When Frank shows her the medications he was 

discharged with, she becomes frustrated and worried because she cannot reconcile them with 

the medications from her primary care clinic’s chart. Fearing that she cannot safely stabilize 

Frank at this point, she chooses to readmit him to the hospital.

There are two clear shortfalls in Frank’s case: the lack of care coordination and support as 

Frank made the transition from hospital to home, and the information gaps in the paper medical 

records in his PCP’s office. Although discouraging, Frank’s case is typical. Among Medicare 

beneficiaries, 17.6 percent of hospitalizations result in a readmission within 30 days and, of those, 

about 75 percent are potentially preventable.3 Hospitals only provide a simple intervention—

giving written discharge instructions for heart failure patients—to about two-thirds of U.S. 

patients; far fewer hospitals provide a full care transition program.4 The lack of coordination 

between hospitals and ambulatory care teams is exacerbated by the scarcity of electronic medical 

records, making tasks such as medication reconciliation more difficult. As of early 2008, less than 

15 percent of physicians used electronic medical records in ambulatory care settings.5



2

Sally is a 42-year-old woman with type 2 diabetes who faithfully sees her internist 

several times a year. Each time, she complains of a new ache or pain, which then becomes 

the focus of the visit. Her doctor is a solo practitioner, whose primary interactions with other 

physicians are during occasional grand rounds and medical staff meetings at the local hospital 

and a week-long educational conference every few years. One day, the doctor receives a letter 

from Sally’s insurance company saying that, in the past two years, she has not had several 

of the screening tests that are recommended for diabetics, including screenings for kidney and 

eye disease that can be long-term complications of diabetes. The doctor knew that these were 

recommended tests for patients with diabetes. When he reviewed Sally’s medical record, it took 

him 15 minutes to confirm that she in fact had not had these tests in over two years.

Sally’s doctor is trying his best, and his knowledge of the basic management of diabetes 

is up-to-date. Yet, he missed two important tests for Sally—a common occurrence. According to 

data published in 2006, among commercially insured diabetes patients, only 55 percent had the 

recommended eye exams or tests for kidney complications.6 The critical factor in this doctor’s 

error of omission is that he did not have a system in place for tracking and delivering appropriate 

care. This could have been addressed by participation in a quality improvement initiative, or 

implementation of an electronic medical record system with disease registries, care reminders, and 

clinical decision support. However, as a solo practitioner, this doctor is markedly less likely to take 

either of these steps than are physicians in larger practices.7

Trent is a 33-year-old investment banker who, apart from mild asthma, is fit and healthy. 

His asthma is usually well controlled with inhaled steroids and the use of his rescue inhaler about 

once a week. This winter, he caught a cold that had been going around his office, exacerbating the 

symptoms of his asthma. Although he could get by, he was very uncomfortable and relied on his rescue 

inhaler every four hours. He phoned his doctor’s office to try to get an appointment after work or on 

Saturday, but was frustrated because there was a wait of a few weeks for the limited times that the 

office had after-hours appointments. This being a very busy time at work, he didn’t want to take sick 

time to see his doctor during regular office hours, so he decided to “ride it out.” However, by Sunday, 

he had become increasingly uncomfortable. He tried calling his doctor’s office for advice, but he got an 

answering machine directing him to the emergency room for “medical emergencies.” Trent was not sure 

this qualified but, not knowing what else to do, he went to his local hospital’s emergency room. After 

waiting five hours to see a doctor, he was treated with an albuterol nebulizer, given a prescription for 

oral steroids, and sent home.

Like Frank and Sally, Trent’s experience is not uncommon. A recent survey of health care 

experiences found that 60 percent of U.S. patients found it difficult or very difficult to get care on 

nights, weekends, or holidays without going to the emergency room.8 Although Trent did not end 
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up hospitalized, this happens frequently among more fragile patients who do not have optimal care 

management and access to ambulatory services. The frequency of such “ambulatory care–sensitive” 

hospital admissions varies widely across the United States. For example, there is a fourfold 

difference between the top-performing and bottom-performing states in rates of admission for 

pediatric asthma, suggesting that many of these admissions could be prevented.

These three cases illustrate some of the shortfalls in our health care delivery system, 

reflecting its fragmentation and disorganization. If this is not how we want health care to be 

delivered, what do we want and how will we get it?

ii. hOW DO We Want health care tO Be DelivereD?

In a more organized health care delivery system, Frank, Sally, and Trent would have markedly 

different patient experiences:

During his hospitalization, Frank would be actively engaged in planning for his care after •	

discharge. His discharge plan would consider his medical needs, as well as needs for clinical 

nursing, physical therapy, and help with daily activities (e.g., cooking and cleaning). He 

would leave the hospital with clear instructions about how to manage his illness, and have 

an appointment with his primary care practice scheduled for soon after discharge. A nurse, 

physician, or other clinical care manager would check in with him on a daily basis for a 

few days after discharge. He might even be given equipment to let his care team remotely 

monitor his medical status. During his first post-discharge physician visit, the details of 

his hospitalization would already be in his electronic medical record, and his primary care 

team would have communicated with the hospital team to coordinate a treatment plan. 

Frank would have avoided another hospitalization, and enjoyed a better quality of life.

Sally’s physician and other office staff would have participated in a quality improvement •	

collaborative with other practices to improve their care management processes, and 

they would have an electronic health record (EHR) system to help optimally manage 

Sally’s care. The EHR would have reminded both Sally and her physician to have the 

recommended tests. In addition, Sally’s physician would be tracking over time performance 

indicators based on evidence-based clinical guidelines for all of his diabetic patients, and 

working with other practices to learn how to achieve benchmark performance. With better 

care, Sally would be more likely to prevent long-term complications associated with diabetes.

Trent would have been able to schedule an evening or weekend appointment when he •	

needed it. Although his regular doctor may not have been available every evening or on 

weekends, there would always be a physician or other clinician who has access to Trent’s 
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electronic medical records. Trent would have been able to avoid a costly emergency room 

visit and enjoy a quicker recovery from his asthma exacerbation.

In each of the cases, someone—a person, practice, or other organization—would be clearly 

accountable for the total care of the patient and would ensure that the patient receives high-

quality, patient-centered care. In short, an ideal health care delivery system would be organized to 

have the following attributes:

Patients’ clinically relevant information is available to all providers at the point of care and 1. 

to patients through electronic health record systems.

Patient care is coordinated among multiple providers and transitions across care settings are 2. 

actively managed.

Providers (including nurses and other members of the care team) both within and across 3. 

settings have accountability to one another, review one another’s work, and collaborate to 

reliably deliver high-quality, high-value care.

Patients have easy access to appropriate care and information, including after hours; there 4. 

are multiple points of entry to the system; and providers are culturally competent and 

responsive to patients’ needs.

There is clear accountability for the total care of the patient.5. 

The system is continuously innovating and learning in order to improve the quality, value, 6. 

and patients’ experiences of health care delivery.

Each of these attributes is discussed in more detail below.

attribute 1: Patients’ clinically relevant information is available to all providers at the 

point of care and to patients through electronic health record systems.

It is critical that providers have access to a patient’s full medical history at the point of care in order 

to deliver the most clinically effective and efficient care. To have this information available in real 

time, the most feasible approach is to implement interoperable electronic health record systems. 

Patients also should have access to their medical records, either through a portal to their provider’s 

EHR system or through a direct transfer of information to patients’ personal and portable health 

records. In addition to providing timely and relevant clinical information, EHRs have tools to 

support providers, including clinical decision support systems, reminders for preventive and other 

routine services, disease registries for population management, and e-prescribing.9 

Systematic reviews of the literature have demonstrated the potential for health information 

technology to transform the delivery of health care, making it safer, more effective, and more 

efficient.10 EHRs, when successfully implemented, improve the quality of care by increasing 
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adherence to clinical guidelines, enhancing providers’ capacity for disease surveillance and 

monitoring, and reducing medication errors.11 In terms of controlling costs, in addition to 

efficiencies gained from better care management and reduction of duplicative tests, EHRs can 

improve administrative efficiency. Practices that have implemented EHRs report savings from 

reduced transcription services, decreased labor and supply costs for chart maintenance and 

creation, and decreased physical space requirements for medical records.12 

attribute 2: Patient care is coordinated among multiple providers and transitions 

across care settings are actively managed.

As patients navigate through our health system, they see multiple providers (e.g., primary care 

providers and specialists, psychologists, social workers, and physical therapists) across different 

settings (e.g., hospitals and physician offices). It is therefore critical that their care is coordinated, 

and that transitions among care settings are actively managed. Without such management, patients 

are likely to be frustrated, medical errors are more likely to occur, and unnecessary or avoidable 

utilization of health care services will increase.

There is strong evidence that, if properly implemented, systems of care coordination 

could improve health outcomes and reduce costs, especially for patients with complex care 

needs. In North Dakota, MeritCare Health System and Blue Cross Blue Shield of North Dakota 

collaborated to conduct a chronic disease management (CDM) pilot program that linked diabetes 

patients to a CDM nurse in their primary care clinic. This team-oriented approach to coordinating 

diabetes care resulted in a significant increase in the receipt of recommended care and improved 

clinical outcomes, including better control of blood sugar and cholesterol, lower tobacco use, and 

decreased hospital admissions and emergency department visits. Total costs per member per year 

were $530 lower than expected in the intervention group, based on historical trends, saving an 

estimated $102,000 for 192 patients in the pilot.13

Geisinger Health System has used coordination within a primary care setting through its 

Advanced Medical Home program. There is great interest now in the “medical home” concept, 

which is an approach to providing primary care that is accessible, continuous, comprehensive, 

patient-centered, and coordinated. At Geisinger, patients at high risk for disease complications are 

assigned a nurse case manager, who is employed by the health plan but embedded as a member 

of the primary care team in local Geisinger clinics as well as non-Geisinger medical groups. The 

nurse care manager coordinates with patients’ primary care physicians to develop and carry out 

customized care plans, including instituting evidence-based protocols and conducting outreach 

and follow-up when appropriate. The nurse also ensures that all patients admitted to the hospital 

receive timely follow-up care after discharge and analyzes what happened if a patient has to be 

readmitted. The system has documented improvements in care processes and cost control, such as 
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savings of about $100 per member per month from reductions in avoidable hospital use among 

diabetes patients.14

As with care coordination programs, there is evidence that care transition programs can 

result in better outcomes and lower costs. In the Advanced Practice Nurse (APN) Transitional 

Care Model developed by Mary Naylor of the University of Pennsylvania, APNs follow up with 

hospitalized heart failure patients after discharge to provide customized care in their homes. 

A randomized clinical trial of this protocol revealed increased mean time to first readmission 

for the intervention group, compared with the control group, and significantly fewer total 

rehospitalizations and lower mean total costs at 52 weeks after discharge.15 Together, these changes 

resulted in a one-third reduction in total Medicare outlays.16 Similarly, Eric Coleman of the 

University of Colorado Health Sciences Center determined that patients and their caregivers 

who received tools and support from a nurse “transition coach” upon hospital discharge were 

significantly less likely to be rehospitalized.17 Using his Care Transitions Measure, Coleman 

demonstrated that hospitals that provide adequate information to patients on how to manage their 

conditions following discharge are significantly less likely to have patients return to the hospital or 

the emergency room for the same condition.18

attribute 3: Providers (including nurses and other members of the care team) within 

and across settings have accountability to one another, review each other’s work, and 

collaborate to reliably deliver high-quality, high-value care. 

In an ideal delivery system, providers both within and across settings would work together to 

reliably deliver high-quality, high-value care. In order for this to be effective, providers must 

develop accountability to one another. At a system level, accountability would be based on the 

notion of group responsibility and shared commitment to quality care. This would be evidenced 

in the performance improvement infrastructure, including peer review procedures, processes for 

sharing best practices, routine monitoring and feedback of provider performance, and monitoring 

of overall system performance.19 Collaborative efforts, supported by effective leadership and shared 

goals, result in better performance than that of providers working in isolation. For example, large 

physician groups generally perform better on measures of clinical quality than small physician 

groups (see Section Iv for additional discussion). 

In addition to having a performance improvement infrastructure, it is also important that 

providers offer team-based care. The Institute of Medicine identified the development of effective 

teams as one of the key challenges for the redesign of health care organizations, and 88 percent 

of Americans view doctors and nurses working as a team as an effective way to improve health 

care quality.20 For example, the IMPACT program, disseminated by the University of Washington, 

improves the quality and efficiency of care for patients with late-life depression through 
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collaborative teamwork. Under this model, a depressed patient’s primary care physician works in 

collaboration with a care manager (a nurse, psychologist, or social worker who may be supported 

by a medical assistant or other paraprofessional) to develop and implement a treatment plan. A 

consulting psychiatrist provides weekly caseload supervision to the care manager. If the patient’s 

condition does not improve (by at least 50 percent after 10 weeks), the consulting psychiatrist 

suggests treatment changes.21 In multiple studies, the IMPACT program has been shown to be 

significantly more effective than usual care for depression in a wide range of primary care settings. 

A randomized controlled trial found that 45 percent of IMPACT patients had a 50 percent or 

greater reduction in symptoms of depression after 12 months, compared with 19 percent of 

patients in the usual care group.22 IMPACT patients had lower-than-average costs over four years 

for all of their medical care, a total of approximately $3,300 less than patients receiving usual care, 

even taking into account the cost of the IMPACT program.23 

attribute 4: Patients have easy access to appropriate care and information, including 

after hours; there are multiple points of entry to the system; and providers are 

culturally competent and responsive to patients’ needs.

In a patient-centered health system, appropriate care should be easily accessible to patients. Beyond 

having health insurance coverage, patients should be able to access appropriate health care when 

it is convenient for them; that means offering same-day appointments for urgent care and office 

hours that extend beyond regular work hours. Providers should be culturally competent, too—that 

is, they should show respect for and demonstrate understanding of patients’ preferences and their 

cultural, social, and economic backgrounds. There should also be multiple ways for a patient 

to enter the health system, such as through convenient retail clinics or e-health visits, as well as 

through traditional primary care clinics. Finally, patients should have 24-hour access to clinicians to 

help them navigate the health system for urgent care needs.

There is evidence that patients who receive care in a setting that is well organized and 

offers enhanced access to providers (e.g., in a medical home) are more likely to get the care they 

need, receive reminders for preventive screenings, and report better management of chronic 

conditions than patients who do not receive regular care in such settings.24

attribute 5: there is clear accountability for the total care of the patient.

In our health care system, it is easy to imagine that no single physician, or entity, feels accountable 

for the total care of a patient, but only for the portion of care they directly deliver. Without 

accountability for total care, it is easy to ignore care coordination and care transitions (and 

risk having patients “fall through the cracks”), and to focus on high-cost, intensive medical 

interventions rather than higher-value preventive medicine and the management of chronic illness.
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In an ideal delivery system, some entity would be accountable for the total care of patients, 

across providers and care settings. The locus of accountability may be with an individual physician, 

a medical home, or the entire delivery system.

attribute 6: the system is continuously innovating and learning in order to improve 

the quality, value, and patients’ experiences of health care delivery.

In an ideal delivery system, providers and health system leaders would be continuously learning 

and applying their knowledge to improve the quality, value, and patients’ experiences of health 

care. Not only would innovation drive performance improvement for existing processes, but also 

new structures and models of care would be tested to deliver greater quality and value to patients 

(e.g., the disease management and care coordination models described above).

iii. iS it achievaBle?

Despite the overall fragmentation of the health care delivery system, there are pockets of 

innovation and high performance in the United States. The Commonwealth Fund, in partnership 

with Issues Research, conducted case studies of 15 diverse types of delivery systems that have 

been widely recognized as examples of high performance (see Appendix and Exhibit 1). The case 

studies examine the achievements of the delivery systems on the attributes we have identified for 

ideal health care delivery. The subjects range from fully integrated delivery systems such as Kaiser 

Permanente to large multi-specialty group practices such as the Marshfield Clinic to looser forms 

of organization such as Community Care of North Carolina. Even among the integrated systems, 

there was diversity with regard to public versus private systems, whether the system also included a 

health plan, and the contractual relationships among the partners.

Exhibit 1. Locations of Case Studies
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From the case analyses, four important lessons emerge:

Existing delivery systems have achieved many of the attributes of ideal health care delivery.•	

There is more than one approach to organizing providers to achieve these attributes (see box).•	

Although there are diverse approaches to organization, some form of organization (i.e., •	

relationship among providers with established mechanisms for working across providers 

and settings) is required to achieve these attributes.

Leadership is a critical factor in the success of delivery systems.•	

The following sections illustrate how the 15 delivery systems examined in our case 

studies achieved the attributes of ideal health care delivery. A summary of each health system’s 

performance on each attribute is found in the Appendix (Exhibit A2).

Patients’ clinically relevant information is available to all providers at the point of care 

and to patients through electronic health record systems.

In nearly all the delivery systems, providers use a shared electronic medical record. Lab results 

and other tests are available to all providers, regardless of who actually ordered the test. In some 

systems, such as the Group Health Cooperative, Henry Ford, Geisinger, and Kaiser, electronic 

medical records have portals to enable patients to access their medical information and make 

appointments online. The investment in these systems was substantial, both in terms of hardware 

and software costs as well as training and ongoing support of provider utilization. The resources 

were either a direct investment by the delivery system or, as in the case of Partners HealthCare, 

funded in part by a payer’s pay-for-performance program negotiated by the delivery system. In 

either case, organization was critical not only in getting providers to adopt electronic medical 

records, but also in creating infrastructure to enable information exchange.

Regional Health Information Organizations or Health Information Exchange Networks 

may be able to facilitate information exchanges among providers. However—given the demise of 

high-profile health information exchange efforts such as the Santa Barbara County Care Exchange 

and the slow adoption of EHRs by physicians not in large organizations—widespread use of EHRs 

with sharing of information among providers is most likely to occur in organized delivery systems.25

Patient care is coordinated among multiple providers and transitions across care 

settings are actively managed.

Organized delivery systems are working to ensure that patient care is coordinated and care 

transitions are managed. Several delivery systems, including Geisinger, Group Health Cooperative, 

and Henry Ford, are developing their primary care sites to be “medical homes,” or centers of care 

coordination for ambulatory patients. Intermountain Healthcare (IHC) emphasizes the central 
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Multiple Models of Organizing for High Performance

One important lesson from the case studies is that there are several ways to organize providers to achieve high performance. 
Below we identify four models. Although there are variations within these models, and many organizations cross categories, 
this categorization is useful as we consider policies to promote greater organization.

Model 1: Integrated delivery system or large multi-specialty group practice, with a health plan.

In this model, a single entity includes a delivery system (hospitals, physicians, and other providers) and a health plan. The 
insurance function gives it flexibility in organizing to deliver high-value care. This is the most common model among the 15 
case studies. However, only Kaiser Permanente is a closed model that exclusively serves patients who are members of Kaiser 
Health Plan. Others, such as Geisinger Health System, are open systems that serve patients both within and outside their 
health plans.

Founded in 1945, Kaiser Permanente (KP) is the largest nonprofit health maintenance organization (HMO) in •	

the United States, integrating care and coverage for 8.7 million members in eight regions. The organization has 
three separate, but cooperative, entities: Kaiser Foundation Health Plans, Kaiser Foundation Hospitals, and nine 
Permanente Medical Groups. These entities have their own governance and management structures and exist in a 
“partnership of equals” under exclusive and interdependent contracts. 
Founded in 1915, the Geisinger Health System is an integrated delivery system serving 2.5 million people in •	

northeastern and central Pennsylvania. It employs 12,000 people, including a multi-specialty group of some 650 
physicians. About 30 percent of Geisinger Clinic patients are enrolled in the Geisinger Health Plan. Likewise, about 
half of  The health plan’s 209,000 members have a physician in Geisinger-owned clinics. The health plan also contracts 
with more than 15,000 independent physicians and 80 community hospitals. 

Model 2: Integrated delivery system or large multi-specialty group practice, without a health plan.

In this model, a single entity includes a delivery system but no health plan. Examples of this model include the Mayo Clinic  
and Partners HealthCare.

Mayo Clinic is the world’s oldest and largest integrated multi-specialty group practice, serving about 520,000 patients •	

a year. From its roots in a 19th-century family practice, Mayo by the 1920s had developed into a private, nonprofit 
organization dedicated to patient care, research, and education with a salaried staff representing nearly every medical 
discipline. Today, Mayo Clinic is located in Minnesota, Florida, and Arizona. It employs 54,900 staff, including 3,400 
physicians and researchers. Mayo Health System is an affiliated regional system of clinics, hospitals, and nursing 
homes serving about 2.4 million patients in Minnesota, Wisconsin, and Iowa.
Founded in 1994, Partners HealthCare is a nonprofit organized delivery system serving more than 1.5 million patients •	

in greater Boston and eastern Massachusetts. The system includes two founding academic medical centers, four 
community and three specialty hospitals, community health centers, a physician network, home health, and long-
term care services. Partners Community Healthcare, Inc., contracts with over 1,000 primary care physicians and 
3,500 specialists. The network is organized into Regional Service Organizations (RSOs) ranging from a 10-physician 
group practice to a physician-hospital organization of more than 250 physicians. Within each RSO, physicians coordinate 
care for their patients and share financial risk against system-wide pay-for-performance goals.
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Model 3: Private networks of independent providers,  
such as an independent practice association (IPA) or virtual network.

In this model, a private association organizes multiple independent providers, or providers join together to share and coordinate 
services. An IPA usually contracts with insurance agencies to provide comprehensive health care services on a capitated basis, 
but makes fee-for-service payments to individual providers. The association or network may provide infrastructure services 
(e.g., performance improvement and care management) similar to those provided in Models 1 and 2. The Hill Physicians 
Medical Group and virtual networks in North Dakota are examples of this model.

Founded in 1984, the Hill Physicians Medical Group is an IPA based in northern California. It is owned by 236 •	

physicians and contracts with about 2,200 independent providers. Hill contracts exclusively with HMOs, and serves 
350,000 patients in its region, including 30,000 Medicare risk patients. This represents about 40 percent of  The 
participating physicians’ patient base.
Health care providers in rural North Dakota have established cooperative arrangements to provide local access •	

to quality care by sharing resources, expertise, infrastructure, and service delivery. For example, the Northland 
Healthcare Alliance is a network of 25 hospitals and long-term care facilities that develop and share services, 
such as a mobile magnetic resonance imaging service and grant development for community health centers. The 
Northwestern North Dakota Information Technology Network is developing electronic medical records to be shared 
by 11 hospitals. A Rural Mental Health Consortium provides onsite mental health services in remote areas through 
clinical nurse specialists. The North Dakota Telepharmacy Project and other networks extend the rural workforce 
to remote areas through electronic linkages, promote cooperation among providers, and enable patients to receive 
timely care without the burden of long-distance travel.

Model 4: Government-facilitated networks of independent providers.

In this model, government takes an active role in organizing independent providers, usually to create a delivery system for 
Medicaid beneficiaries. They may develop care coordination networks, provide information technology infrastructure, perform 
care management, or deliver other services characteristic of an organized delivery system. Community Care of North Carolina is 
an example of this model from the case studies. The Danish health care system provides an international example.

Founded in 1998, Community Care of North Carolina (CCNC) is a public–private partnership that provides key •	

components of a medical home and care management for more than 817,000 of the state’s Medicaid and SCHIP 
patients. CCNC is a community-based system of 14 regional networks, each of which is a nonprofit organization 
consisting of a partnership of local providers including hospitals, primary care physicians, and county health and 
social services departments. The state provides resources, information, and technical support. Physician fee-for-
service reimbursement is supplemented by a per-member per-month (PMPM) fee for case management. The 
regional networks also receive a PMPM fee to cover the cost of care management and network administration.
Denmark has a universal health insurance system that emphasizes patient-centered primary care. Physician •	

practices are private, earning fee-for-service payments plus a fee for serving as a patient’s medical home, while the 
government facilitates infrastructure that is essential for organization. There are organized after-hours services and 
a nationwide health information exchange maintained by an independent nonprofit organization. Ninety-eight percent 
of primary care physicians have paperless offices, and prescriptions, lab and imaging tests, specialist consult reports, 
and hospital discharge letters flow through a single electronic portal accessible to patients, physicians, and home 
health nurses.
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role of primary care physicians in managing patients’ care, enabling them to treat chronic illnesses 

in the context of broader health issues. For example, IHC instituted a mental health integration 

program in which behavioral health professionals support primary care teams in recognizing and 

treating patients with both physical and mental illnesses. At the Mayo Clinic, every patient is 

assigned a coordinating physician, whose job it is to ensure that patients have an appropriate care 

plan, all ancillary services and consultations are scheduled in a timely fashion to meet patients’ needs, 

and patients receive clear communication throughout and at the conclusion of an episode of care.

In the New York City Health and Hospital Corporation’s Queens Health Network, care 

managers dedicated to several different clinical areas or settings (e.g., the emergency department, 

diabetes, heart failure, or HIv) are responsible for identifying high-risk patients and coordinating 

their care across inpatient, outpatient, and community clinics, with the goal of preventing emergency 

hospital visits. These care managers operate under a cross-functional care management department.

Even in less-integrated systems, such as Community Care of North Carolina (CCNC), 

care management is critical. CCNC is a system of 14 regional networks, each of which is a nonprofit 

organization consisting of essential local providers, county health departments, and social services. 

CCNC networks rely on case managers, whose core processes are the same across all networks, to help 

identify high-risk patients, assist in disease management education and follow-up, help patients 

coordinate their care and access services, and collect data on process and outcome measures.

A systematic approach to coordinating patient care and managing transitions requires some 

organizing entity. The mechanism is apparent in a single organization such as an integrated delivery 

system, since a single organization housing multiple providers and care settings is responsible for 

all aspects of that patient’s care. Individual providers or small practices that seek to offer well-

coordinated care must establish multiple linkages with other providers and settings. These linkages 

are, in fact, the beginning of “organization.” 

Delivery systems that include health plans have financial incentives to provide care 

coordination and care transition services. To the extent that overall costs are reduced from fewer 

emergency room visits or hospitalizations, these programs offer a positive return on investment. 

However, the case studies revealed that even in cases where no direct incentives existed, exemplary 

organizations made significant investments in care coordination, presumably because they saw the 

need for such services for providing excellent patient care. 
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Providers (including nurses and other members of the care team) within and across 

settings have accountability to one another, review one another’s work, and work 

together to reliably deliver high-quality, high-value, care. 

Across the case studies, the delivery systems created a culture of quality in which providers had 

a sense of group responsibility and accountability to one another. At Kaiser Permanente, this 

fostered transparency, the sharing of performance data among peers, and the use of feedback as a 

driver of performance improvement. Kaiser Permanente physicians believe they are collectively 

and individually responsible for the quality and cost of care; they are stewards of both member 

resources and member health; and they are accountable to the health plan as full and equal 

partners. At Kaiser and other systems, shared accountability is reflected in robust performance 

measurement infrastructure as well as the aligning of incentives with performance goals. For 

example, HealthPartners has implemented a pay-for-performance program with their medical 

groups, Henry Ford has rewards and recognition programs for all staff, and Geisinger and Kaiser 

have a robust physician incentive program. 

Patients have easy access to appropriate care and information, including after 

hours. there are multiple points of entry to the system, and providers are culturally 

competent and responsive to the needs of the patient.

For example, Intermountain Healthcare extends access to underserved populations through 

community and school-based clinics, in addition to traditional primary care practices. HealthPartners 

reaches out to workers through their Well@Work workplace clinics. It is difficult to imagine 

how unrelated practices—those that are not part of a larger organized delivery system or active 

participants in an information exchange—could offer easy access to appropriate medical care, with 

multiple points of entry to the system.

Many of the delivery systems examined, including Group Health Cooperative, the 

Marshfield Clinic, and Denver Health, have reengineered their work processes to improve 

same-day access for their members, and most have 24/7 alternatives (e.g., call lines and urgent 

care centers) to emergency department care. Health information technology plays a key role 

in improving access to care. Electronic systems facilitate easier scheduling of appointments. In 

addition, systems such as the Henry Ford Health System’s interactive Web site, “MyHealth,” enable 

virtual medicine consults or “e-visits.” 
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The Role of Retail Clinics
Retail clinics—clinics that offer a limited menu of medical services (such as the care of sore throats or routine 
immunizations) on a walk-in basis—deserve special mention because of  Their rapid proliferation in our health 
system.26 At first glance, it may appear that retail clinics further fragment our health care delivery system. Yet, that 
is not necessarily the case. Retail clinics, if part of an organized delivery system (e.g., Geisinger Health System’s 
“Careworks Convenient Healthcare” clinics), can promote easy access to care and greater efficiency. It is crucial to 
coordinate care provided by retail clinics with the care delivered by the patient’s larger delivery system. This is most 
likely to be achieved with a shared electronic medical record system.

On its own, organization does not necessarily foster cultural competency among individual 

providers. Still, large delivery systems or smaller systems linked through virtual networks or shared 

services agreements have the resources needed to develop culturally sensitive programs for diverse 

patient populations. With organizational commitment, such programs can be transformative. Kaiser 

has developed clinics for specific patient populations. At these clinics, patients communicate with 

their providers in their native language and staff members are aware of and sensitive to patients’ 

cultural backgrounds. New York City Health and Hospitals Corporation (HHC) meets the needs 

of patients speaking over 100 languages through central dispatch offices for interpretation services, 

supported by standardized medical interpretation training for 200 bilingual and multilingual staff 

and volunteers, as well as multilingual publications and signs. HHC’s Bellevue and Kings County 

Hospitals, as well as two large community-based ambulatory care centers, are piloting the use of 

remote simultaneous medical interpreting, in which a remotely located interpreter uses wireless 

technology to interpret between providers and patients. Initial results indicate the technology 

improves the privacy, speed, reliability, and efficiency of interpretation, compared with traditional 

interpretation methods, thereby reducing linguistic and medical errors and the length of visits.27 

there is clear accountability for the total care of the patient.

Although there are cases in which one of the delivery systems assigned an accountable physician 

(e.g., Mayo Clinic) or an accountable practice (e.g., Geisinger’s “Medical Homes”) for a patient, 

it may be more appropriate to say that each of the health systems assumed accountability for 

the patient. Even though patients move among different providers and across care settings, they 

generally remain within the health system. This arrangement is most explicit in the prepaid 

practices, such as Kaiser Permanente, as there is clear financial accountability for patients’ total 

care. However, the other delivery systems also assumed responsibility for patients, reflected in their 

efforts to coordinate care and manage care transitions.
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the system is continuously innovating and learning in order to improve the quality, 

value, and patients’ experiences of health care delivery.

The case studies found widespread evidence of innovation and continuous improvement. Not 

surprisingly, across many of the systems, electronic medical records play a critical role as enablers 

of performance improvement activities. For example, the Health and Hospitals Corporation uses 

health information technology to implement evidence-based practices through standing orders and 

routine screening protocols, while HealthPartners uses EHRs for clinical reminders and safety alerts. 

In addition to using health information technology, organized delivery systems take 

advantage of their scale and infrastructure to improve health care quality and value. For example, 

Intermountain Healthcare has adopted an overarching strategic plan called Clinical Integration 

that focuses on improving value in key work processes. The program is built on three pillars: 

integrated management information systems, an integrated clinical and operations management 

structure, and integrated incentives. Early on, they realized $20 million in cost savings from 11 

clinical improvement projects. Likewise, Denver Health seeks to continually streamline operations 

and eliminate waste for strategic “value streams”—such as access to care, inpatient flow, outpatient 

flow, operating room flow, and billing—with rapid-cycle improvement projects targeted at 

individual processes. Health Partners has a comprehensive model for improvement that includes: 

setting ambitious targets; measuring optimal care; reaching agreement on best care practices and 

support for improvement; aligning incentives; and ensuring transparency of results. At Scott & 

White in Temple, Texas, every major facility and clinic has a director of quality and a Quality and 

Patient Safety Council who report monthly to a system-wide Quality and Patient Safety Council 

led by the system CEO. The system-wide Council, on which four board members (including a 

layperson) serve, monitors quality across the organization. Any core quality measure not achieving 

90 percent becomes an organization-wide quality improvement initiative with a formally 

chartered team led by a physician and an operational leader.

Without an organizing entity, providers could certainly engage in performance 

improvement projects and take advantage of external resources (e.g., the Medicare Quality 

Improvement Organization program, Institute for Healthcare Improvement campaigns, or national 

quality improvement collaboratives), but they would lack the expertise and economies of scale that 

come from a larger organization. In addition, they would face enormous difficulties in working 

across provider settings, and would not be able to implement novel innovations such as the chronic 

disease management program in North Dakota or the Advanced Medical Home program at 

Geisinger, both described above.

In short, the cases illustrate that the care that we want—care that meets the six attributes of 

an ideal health care delivery system—requires organization.
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iv. What DO We KnOW aBOUt “OrganizatiOn”?

For the purposes of this report, we define “organization” as relationships among providers, with 

established mechanisms for communication or working across providers and settings. Although 

the case studies demonstrate that there are various effective approaches to organization, ranging 

from fully integrated delivery systems like Kaiser Permanente to looser networks of providers 

like Community Care of North Carolina, it is clear that some form of organization is required to 

achieve the attributes of an ideal health system we have identified.

 

The argument linking greater organization with higher performance is straightforward. 

Information should flow more easily among providers in an organized system than among 

unrelated providers. More organized systems are likely to have more resources and expertise to 

invest in infrastructure, ranging from health information technology to staff and processes for 

quality measurement and improvement activities, and be able to take advantage of economies 

of scale. Large organizations can create financial incentives for physicians to improve the quality 

of care. In organized systems, physicians and other health care providers should have easy 

access to colleagues for formal and informal consultation and sharing knowledge. As part of an 

organization, providers could hold one another accountable for delivering high-quality care.  An 

organized system also has the potential to efficiently allocate resources for the optimal care of  the 

patient. Finally, a more organized system should offer multiple points of access to care across the 

continuum of health services.

We reviewed the literature examining the relationship between various types of 

organization and performance on measures of clinical quality, efficiency, and patient experiences. 

Overall, the literature demonstrates that more organized systems generally perform better than less 

organized systems on measures of clinical quality, show promise for reducing health care costs, and 

have a mixed record in terms of patients’ experiences. It is also clear, however, that organization by 

itself does not necessarily lead to high performance.

Organization and Quality

There is a growing body of evidence published in the peer-reviewed literature that more 

organization is associated with higher quality. Beginning with the most basic level of 

organization—the formation of groups of physicians—large group practices perform better than 

solo practices. For example, large practices are twice as likely as small groups or solo practitioners 

to engage in quality improvement and utilize electronic medical records.28 They are also more 

likely to practice in teams, use performance and outcome measurement for quality improvement 

purposes, and provide preventive services than solo practitioners or small groups.29 Group practices 

have achieved better health outcomes as well: they have been shown to achieve lower mortality in 

their heart attack care than solo practices.30 Further, physicians in group practices perform better 
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on recertification tests than those in solo practice. Maintenance of board certification is voluntary, 

but there is evidence that certification correlates with better quality and outcomes and more 

reliable care, higher rates of preventive services, lower mortality in myocardial infarction and colon 

resection, and fewer low birth weight babies.31 

There is also evidence that relationships among groups are important. For example, 

physician group affiliation with networks is associated with higher quality, with the impact greatest 

among small physician groups.32 Independent practice associations (IPAs) are twice as likely to use 

effective care management processes as small groups with no IPA affiliation.33 

Finally, there is evidence that full integration may lead to even higher performance. For 

example, integrated medical groups in California achieve a higher level of clinical quality than 

IPAs. Leaders of integrated medical groups are more likely than IPAs to report using electronic 

medical records, following quality improvement strategies, and collecting patient satisfaction data.34 

Medical groups are also four times more likely than IPAs to offer health promotion programs.35 

Health maintenance organizations (HMOs) with group or staff model physician networks (i.e., 

large networks in which the physicians are employees or members of a partnership) tend to have 

higher performance on clinical measures than HMOs with independent physician networks.36

Organization and efficiency

There are few studies focusing on the relationship between organization and efficiency. Older 

studies have demonstrated that costs are about 25 percent lower in prepaid group practices than in 

other types of health plans, and a study of eight large, prepaid group practices found a physician-

to-population ratio of 22 to 37 percent below the national rate.37 A more recent study revealed 

that chronically ill Medicare patients in integrated delivery systems use significantly fewer patient 

resources in the last 24 months of life, compared with the national average, including fewer 

hospital days and ICU days. Total physician and hospital spending for patients in organized systems 

were 24 percent and 2 percent less, respectively, than other practices.38 

There has been more research showing that health care systems that emphasize primary 

care provide better outcomes at lower cost.39 In such systems, including prepaid group practices 

and integrated delivery systems with fee-for-service payer environments, Medicare beneficiaries 

have more visits with primary care physicians and fewer visits with specialists for each episode of 

care, spend fewer days in intensive care, and incur lower health care costs.40 A study comparing 

Kaiser Permanente to the British National Health Service illustrates this connection between 

primary care and efficiency. The study found that Kaiser achieved better performance outcomes in 

several areas for approximately the same cost per person. The authors attributed Kaiser’s superior 

efficiency to “integration throughout the system.” 41
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Organization and Patient experiences

Most studies show that, on average, prepaid group practices perform worse on measures of patient 

satisfaction than fee-for-service health plans.42 It is difficult to tease out whether this is related 

to the insurance function of prepaid group practices, or to characteristics inherent to organized 

delivery systems. In more recent cases, large group practices (e.g., Harvard vanguard Medical 

Associates in Massachusetts) have achieved high performance on measures of patient satisfaction, 

demonstrating that it is possible for organized systems to excel in this area.43 Integrated systems 

are more likely than solo practitioners to collect data on patient experiences and to base physician 

bonuses on patient satisfaction.44

A recent study by the Pacific Business Group on Health found that an intervention 

focused on improving doctor–patient communication, coordination of care, and access to care 

led to improvements in patient experience scores for communication and coordination of care 

items.45 This suggests that organized care settings can improve patients’ satisfaction by focusing on 

provision of patient-centered care.

Finally, there is evidence that patients desire more organized care, at least in theory. 

According to The Commonwealth Fund Survey of Public views of  The U.S. Health Care System, 

68 percent of Americans believe that patient care would improve if physicians practiced in groups, 

rather than on their own.46

v. trenDS in PhySician OrganizatiOn

Despite evidence that greater organization is associated with better quality and, to a lesser extent, 

greater efficiency, physicians have not been migrating toward more organized systems. For their 

part, patients generally have not been seeking out or demanding care from organized delivery 

systems. The proportion of physicians in small practices (with one to five physicians) is dropping. 

Yet, doctors are migrating toward mid-sized, single-specialty groups in which they can negotiate 

higher payments, concentrate capital, and selectively provide services that garner higher profit 

margins, rather than toward large, multi-specialty group practices or integrated delivery systems.47 

During the height of managed care in the mid-1990s, physicians began to aggregate 

into larger multi-specialty groups, independent physician associations, or physician-hospital 

organizations to achieve economies of scale and take advantage of  The referral benefits of having 

primary care physicians within the organization. At the time, large multi-specialty group practices 

experienced a number of advantages over other, smaller practices, including leverage with health 

plans and hospitals, economies of scale, improved physician lifestyle, and improved quality of care.48 
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While the general population reported fairly high levels of satisfaction under managed 

care, those with chronic illnesses (with greater exposure to utilization management) were much 

less satisfied with their care, compared with the prior fee-for-service environment.49 However, 

satisfaction varied with factors such as ownership status (i.e., nonprofit versus for-profit) and plan 

type (i.e., staff model versus discounted fee-for-service).50 By the late 1990s, initial consumer 

support for managed care, particularly the more restrictive forms, had declined as consumers 

worried that needed care might be withheld and wanted greater control over the health care 

options available to them. Researchers found that patients in managed care plans valued their 

primary care provider’s role as care coordinators, but wanted them to refrain from acting as 

gatekeepers to specialty care.51 Employers began to demand broad, almost universal choice among 

providers. The backlash resulted in marketplace, legislative, and legal reactions that altered the 

operations of most managed care organizations and HMOs. 

As managed care organizations and health plans reduced cost containment restrictions, 

large multi-specialty groups, IPAs, and physician-hospital organizations lost many of  The 

advantages that had brought them together in the mid-1990s. Physicians became more distant 

from hospitals and many stopped providing services they had provided traditionally, including 

emergency department call and service on hospital committees.52

On its own, the consumer backlash against managed care does not account for the increase 

of mid-sized single-specialty practices rather than larger, multi-specialty groups. Practice costs 

increased over this time but payment rates did not follow, creating incentives for physicians with 

fee-for-service payments to provide additional services and emphasize technology-dependent 

procedures rather than cognitive services. Other barriers to the success of integrated systems 

include failure to manage costs, conflicts between primary care providers and specialists, and 

uneven regulatory environments that place a greater burden on HMOs than on fee-for-service 

plans.53 Purchasers are also partially responsible for the limited presence of large multi-specialty 

group practices and integrated systems. Few employers provide incentives that would lead 

employees to choose more integrated systems.

Despite the trend of physicians moving away from organized delivery systems, some high-

performing organized systems have created an attractive work environment for physicians. For 

example, Kaiser Permanente reports having many more physician applicants than open positions, 

and is now considered a desirable place to work among physicians completing residency training.54 

Similarly, although patients have not been demanding care from organized delivery systems, 

it is clear that attributes of high-performing organized delivery systems, such as care coordination 

and widespread adoption of electronic medical records, are desired by patients.55 In addition, 
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as noted above, some large group practices, such as Harvard vanguard Medical Associates, have 

excelled in measures of patient experience. As we seek to create an environment that stimulates 

organization for high performance, it is important to derive lessons from these experiences to 

build support for organized delivery systems among providers and patients.

vi. hOW Will We get the care We Want?

In order to get the care we want, our fragmented health care system needs to be fixed. We have 

identified the key attributes of an ideal health care delivery system and demonstrated that more 

organization, while it may take diverse forms, is required to achieve them. At the same time, 

organization alone is inadequate to ensure high performance, especially in terms of efficiency and 

patients’ experiences. Therefore, policy interventions should focus on stimulating organization as 

an explicit path toward high performance. The policies fall into the following categories:

Provider payment reform•	 : Financial incentives are a powerful lever for changing 

provider behavior. For example, the introduction of the diagnosis-related group prospective 

payment system for hospitals resulted in a marked decrease in severity-adjusted length of 

stay overall. The predominant fee-for-service payment system facilitates our fragmented 

delivery system; financial incentives do not reward care coordination, efficiency, or high-

value care (see box). As a result, it often acts as a barrier to greater organization and more 

coordinated and efficient care delivery.

Patient incentives:•	  Financial incentives are also a powerful lever for changing patients’ 

behavior. For example, payer interventions such as provider-tiering (in which insurers offer 

lower copayments to encourage patients to choose providers deemed to be of higher value) 

and network narrowing (removing lower-quality or lower-value providers from a network) 

have been effective at getting enrollees to change providers. Currently, there are limited 

incentives to encourage patients to choose high-performing organized delivery systems.

regulatory changes: •	 The regulatory environment can either facilitate or act as a barrier 

to certain types of delivery system organization. The current regulatory environment does 

not encourage hospital–physician integration.

accreditation:•	  Accreditation programs may stimulate the growth of organized delivery 

systems as well as improve their performance, particularly if payers take these programs into 

account when making purchasing decisions.

government infrastructure support: •	 Even with appropriate incentives in place, there 

will be areas, particularly rural areas and other regions where small independent practices 

predominate, or for specific populations, in which formal organized delivery systems may 

not emerge. In such areas, government could facilitate the creation of shared organized 

delivery system infrastructure such as health information technology, performance 

improvement activities, care coordination networks, care management services, and 24/7 

access to services.
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Payment Reform and Organization
Payment reform is a key policy lever to stimulate greater organization for high performance. The predominant fee-for-service 
payment system supports the fragmentation of our delivery system. Under fee-for-service payments, in which every unit of 
service is reimbursed, the primary incentive for each provider is to produce higher quantities of care, without regard to the 
total costs of care. Under bundled payment systems, such as full prepayment for groups of patients, the primary incentive is to 
provide the most efficient care across providers and care settings, which generally entails activities such as care coordination, 
care transition support, and chronic care management. However, not all entities can accept bundled payment mechanisms. 
The relationship between organization and payment methods is depicted in Exhibit 2. 

As the delivery system becomes more organized (e.g., going from unrelated hospitals and small practices toward a fully 
integrated delivery system such as Kaiser Permanente), more bundled payment methods and robust pay-for-performance 
programs are feasible. However, not only are they more feasible, these payment systems should be more desirable for 
organized delivery systems also. Bundled payment methods reward care coordination and efficiency, which more organized 
delivery systems should be able to achieve. In addition, with greater organization, it would be possible to increase the percent 
of total reimbursement subject to pay-for-performance programs, and to focus these programs on clinical outcomes measures. 
Not only would this create incentives for high performance, but it also would counterbalance the risk that bundled payments 
would lead providers to deliver too few services. It is not feasible to implement these measures at the small provider level.

Exhibit 2. Organization and Payment Methods 
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Provider training:•	  Educational programs, including physician and other health 

professional training and continuing education, develop or enhance provider competencies. 

Currently, most programs do not teach providers how to successfully practice as part of 

an organized system. Rather, they tend to focus on silos in care (e.g., inpatient care). They 

do not emphasize competencies in skills such as coordinating care or working as part of a 

comprehensive care team.

Promoting health information technology: •	 Because the use of interoperable 

electronic health records is an important aspect of an organized delivery system, it may be 

reasonable to consider policy strategies that specifically encourage the adoption of EHRs as 

part of an overall strategy to promote organized delivery systems.

evaluating the Policy Options

In Exhibit 3, we examine policy options within each of the categories of policy levers. We discuss 

why each policy option would promote greater organization, highlight the pros and cons of each 

approach, and identify important issues that must be addressed. In Exhibit 4, we estimate the 

potential impact of each policy option on the six key attributes of an ideal delivery system. The 

estimated impacts of the policies noted in Exhibits 3 and 4 are not precise projections but instead 

indicate relative magnitudes of effect based on our expert opinion, experience, and evidence 

where available. In Exhibit 5, we estimate the impact that each policy option would have in terms 

of stimulating the models of organization that we have identified as capable of achieving the 

attributes of an ideal delivery system. 

Overall, it is apparent from our analysis that there are several potentially effective policy 

approaches to stimulate organization for high performance, yet all entail significant challenges. In 

addition, it is clear that no single policy lever or approach will stimulate all six desired attributes. 

Further, we find that the different policy levers would have differential impacts in terms of 

stimulating the various models of organization. 
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e c
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e c
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e r
eg

ula
tor

y e
nv

iro
nm

en
t m

ay
 

lea
d t

o a
bu

se
s o

f th
e s

ys
tem

, e
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f c
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: p
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e p
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o p
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r t
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d d
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ou
ld 

be
 

mo
re

 co
ns

ist
en

t w
ith

 sy
ste

ms
 th
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f p
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ra
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d d
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, p
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Exhibit 5. Models of Organization and Potential Policy Levers for  
Stimulating These Models

The number of stars (1 to 4) indicates estimated importance of the levers; the text underneath refers to the relevant options for each lever.

Policy Levers
Models of Organization Payment Reform Patient 

Incentives
Regulatory 
Changes

Accreditation Government 
Infrastructure 
Support

Provider 
Training

Promoting HIT

Integrated delivery 
system or large-multi-
specialty group practice, 
with health plan

****
Expand P4P
Population 
Prepayment
Global Case  
payment
Medical home payments

***
Applied to 
delivery 
system

*** *** * ** **
Requiring HIT

Integrated delivery 
system or large multi-
specialty group practice, 
without a health plan

****
Expand P4P
Population  
Prepayment
Global Case 
payment
Medical home payments

***
Applied to 
delivery 
system

*** *** * ** **
Requiring HIT

Private networks of 
independent providers, 
such as IPAs

****
Expand P4P
Population  
Prepayment
Global Case  
payment
Medical home payments

**
Applied to 
network

**** ** ** * **
Requiring HIT
Providing HIT 
adoption support

Government-facilitated 
networks of independent 
providers

**
Medical home payments

**
Applied to 
primary care 
practice

* * **** ** ****
Requiring HIT
Providing HIT 
adoption support
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vii. POlicy recOmmenDatiOnS

The Commission on a High Performance Health System believes that addressing the 

fragmentation of the U.S. health care delivery system is a critical element of health reform, one 

that is necessary to achieve transformational gains in the quality and value of care. The goal of our 

policy recommendations is to stimulate greater organization of the delivery system to achieve high 

performance. In making the recommendations, we are guided by two overarching principles:

the policies should move the system toward achievement of the attributes of the ideal 1. 

delivery system we have identified; and

the policies should allow for diverse models of organizational structure that might achieve 2. 

those attributes, explicitly recognizing that different regions of the country may require 

different models of organization.

No single policy lever or option will fix the fragmentation of our health care system. 

Rather, a comprehensive approach is required—one that might lead progressively over time 

to greater organization of the health care system and better performance. We recommend the 

following strategies:

Payment reform. •	 Provider payment reform offers the opportunity to stimulate greater 

organization, as well as higher performance. The predominant fee-for-service payment 

system supports the fragmentation of our delivery system. We recommend that payers move 

away from fee-for-service toward more bundled payment systems that reward coordinated, 

high-value care. In addition, we call for expanded pay-for-performance programs to reward 

high-quality, patient-centered care. Specifically, we believe that:

Full population prepayment to organized delivery systems should be encouraged; that o 

is, a single payment should cover the full continuum of services of a given patient 

population for a period of time. This payment should be adequately risk-adjusted to 

avoid adverse patient selection. If full population prepayment is not feasible, payers 

should encourage:

Global case payments for acute hospitalizations. Ideally, these payments should 	

bundle all related medical services from the initial hospitalization to a defined 

period post-hospitalization (including preventable rehospitalizations). These 

payments should be risk-adjusted to avoid adverse patient selection. 

Alternative payment structures for primary care. Primary care practices that 	

provide comprehensive, coordinated, patient-centered care (e.g., certified 

medical homes) should be offered an alternative to fee-for-service payments. 

Two promising alternatives include comprehensive prepayment for primary 

care services, or fee-for-service plus a per-patient care management fee.



30

Pay-for-performance should be expanded. The more bundled the payment mechanism, o 

the higher proportion of the payment should be tied to performance. These programs 

should migrate away from measures that focus on individual processes in a single 

provider setting (e.g., hemoglobin A1C testing rates for patients with diabetes) toward 

broader measures of quality, such as patient clinical outcomes (e.g., blood pressure 

control or hospital readmission rates), care coordination, and patient experience.

Medicare should support demonstration projects that test innovations in payment o 

design and care delivery. 

Patient incentives. •	 Patients should be given incentives to choose to receive care from 

high-quality, high-value delivery systems. This would require performance measurement 

systems that adequately distinguish differences among delivery systems.

regulatory changes. •	 The current regulatory environment should be modified to better 

facilitate clinical integration between providers.56

accreditation. •	 There should be accreditation programs that focus on the six attributes of 

an ideal delivery system we have identified. Payers and consumers should be encouraged to 

base payment and participating provider network decisions on such information, in tandem 

with performance measurement data.

Provider training•	 . Current provider training programs for physicians and other health 

professionals do not adequately prepare providers to practice in an organized delivery 

system or team-based environment. Provider training programs should be required to teach 

systems-based skills and competencies, including population health, and be encouraged to 

include clinical training in organized delivery system environments. 

government infrastructure Support. •	 We recognize that, in certain regions or for 

specific populations, formal organized delivery systems may not develop. In such instances, 

we support an increased government role in facilitating or establishing the infrastructure 

for an organized delivery system, such as assistance with establishing care coordination 

networks, care management services, after-hours coverage, health information technology, 

and performance improvement activities.

health information technology. •	 Health information technology provides critical 

infrastructure for an organized delivery system. Providers should be required to implement 

and utilize certified electronic health records that meet functionality, interoperability, and 

security standards, and to participate in health information exchange within five years.
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viii. cOnclUSiOn

Our fragmented health care system delivers poor-quality, high-cost care. We cannot achieve a 

higher-performing health system without reorganization at the practice, community, and national 

levels. This report focuses on the community level, where we need delivery systems with the 

following attributes: 

Patients’ clinically relevant information is available to all providers at the point of care and 1. 

to patients through electronic health record systems.

Patient care is coordinated among multiple providers and care transitions across settings are 2. 

actively managed.

Providers (including nurses and other members of the care team) both within and across 3. 

settings have accountability to one another, review one another’s work, and work together 

to reliably deliver high-quality, high-value care.

Patients have easy access to appropriate care and information, including after hours; there 4. 

are multiple points of entry to the system; and providers are culturally competent and 

responsive to the needs of patients.

There is clear accountability for the total care of the patient.5. 

The system is continuously innovating in order to improve the quality, value, and patients’ 6. 

experiences of health care delivery.

This vision of health care delivery is not out-of-reach. We have demonstrated that some 

delivery systems have achieved these attributes, and they have done so in a variety of ways, ranging 

from fully integrated delivery systems to looser networks of providers created by private entities 

(e.g., Hill Physicians Independent Practice Association) or public–private partnerships (e.g., 

Community Care of North Carolina). The Commission’s policy recommendations are intended 

to promote the spread of organized delivery systems as a path toward high performance, while 

acknowledging the different forms such systems can take.

It is important to recognize that, beyond the Commission’s policy recommendations, other 

actions should be taken. If adopted, the policies would create an environment that would foster 

and promote organization for high performance. However, the policies would not teach delivery 

systems how to get there. Research is needed to learn about the organizational leadership and 

culture required to assist providers as they move toward greater organization. Research is also 

needed to explore the types of organized delivery systems that are most appropriate for different 

regions of the country. We also need to learn more about how these systems can interact optimally 

with public health systems and communities at large; this is critical, given the importance of 

preventive medicine and public health in determining overall population health. Such activities are 
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beyond the scope of the policy recommendations included here, but should be addressed by strong 

and coordinated leadership. 

We can no longer afford, nor should we tolerate, the outcomes of our fragmented U.S. 

health care system. We need to move away from our cottage industry, where providers have no 

relationship with, or accountability to, one another. Though we acknowledge that moving toward 

a more organized delivery system will be complex and difficult, the recommendations of the 

Commission put forth in this report offer a concrete approach to stimulate organization for high 

performance.
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Appendix Exhibit A1. Case Study Sites

MODEL 1: INTEGRATED DELIVERY SYSTEM OR LARGE MULTI-SPECIALTY GROUP PRACTICE  
WITH A HEALTH PLAN

System and Locations Description

Denver Health 
(Colorado)

Integrated health system and Colorado’s largest safety-net provider, offering comprehensive care to 160,000 
individuals (25 percent of all Denver residents) based on ability to pay (sliding scale) through an urban teaching 
hospital and regional trauma center, 911 response, poison and drug center, eight community clinics, 12 school-
based clinics, public health department and clinics, and a health plan serving commercial (Denver Health and 
Denver public employees), Medicare, Medicaid and SCHIP populations.

Geisinger Health 
System (Pennsylvania)

A nonprofit, physician-led, integrated health system serving an area with 2.6 million people in 41 counties of 
rural northeastern and central Pennsylvania through three tertiary/quaternary hospitals, alcohol/chemical de-
pendency treatment center, 650-physician multispecialty group practice in 40 sites, 209,000-member Geisinger 
Health Plan contracting with more than 15,000 providers and offering group, individual, and Medicare cover-
age, a Center for Health Research, and graduate medical education programs. Annual patient volume exceeds 
30,000 inpatient admissions and 1.9 million outpatient visits.

Group Health 
Cooperative 
(Washington)

Consumer-governed, nonprofit integrated financing and delivery system and Center for Health Studies that 
serves 580,000 members in Washington state and Idaho enrolled in group, individual, and public insurance pro-
grams; two-thirds receive care in 31 owned medical facilities through exclusive contract with the 900-physician 
Group Health Permanente medical group. Others receive care from a network of 9,000 community clinicians 
and hospitals. 

Health Partners 
(Minnesota)

A family of nonprofit, consumer-governed, integrated healthcare organizations that provide care and cover-
age to more than one million individuals in Minnesota, western Wisconsin, North and South Dakota, and Iowa 
through two hospitals (one a teaching hospital); a multispecialty group of 650 physicians practicing in 50 clinics; 
a 640,000-member health plan that contracts with 30,000 providers and offers group, individual, and public 
insurance programs; dental plans; a research foundation; and a medical education institute. 

Henry Ford Health 
System (Michigan)

A nonprofit, integrated delivery system serving over one million residents of southeastern Michigan with five 
hospitals (one a large teaching institution and trauma center); 30 medical centers; 850 physicians in the mul-
tispecialty Henry Ford Medical Group, community care services including pharmacies, skilled nursing, home 
health, hospice, and dialysis services; 576,000-member Health Alliance Plan of Michigan offering group, indi-
vidual, and Medicare coverage through contracted providers; and a Center for Health Services Research. The 
system has more than three million patient contacts annually, including 93,000 inpatient admissions.

Intermountain 
Healthcare (Utah)

A nonprofit integrated delivery system that provides care and coverage in urban and rural areas of Utah and 
southeastern Idaho with 21 hospitals; 142 clinics and physician offices; 700 physicians in the multispecialty 
Intermountain Medical Group; 500,000-member SelectHealth Plan offering individual, group, and government 
coverage through contracts with 3,700 physicians and 34 hospitals across Utah; and the Institute for Health 
Care Delivery Research.  Intermountain logged over six million outpatient visits and 128,000 inpatient admis-
sions in 2007.

Kaiser Permanente 
(nine states and the 
District of Columbia)

Largest nonprofit integrated delivery system and nonacademic research organization in the U.S., serving 8.7 
million health plan members in eight regions through exclusive contracts with Permanente Medical Groups 
(14,000 physicians nationwide) who provide care in 32 inpatient medical centers and 421 outpatient medical 
offices with 37 million physician visits annually. 

Marshfield Clinic 
(Wisconsin)

Nonprofit multi-specialty group practice serving 360,000 patients in 35 rural Wisconsin communities with 
730 physicians in 41 ambulatory care sites that provided care during 3.5 million patient contacts. Affiliated 
115,000-member Security Health Plan. Research and medical education foundations.

New York City 
Health and Hospitals 
Corporation

Largest municipal health care system in the US, serving 1.3 million patients (400,000 uninsured) regardless of 
ability to pay or immigration status. Workforce of 39,000 (including 3,000 employed and contracted academic 
physicians) provides medical and behavioral services through 11 hospitals, four skilled nursing facilities, six 
diagnostic and treatment centers, 80 community clinics, home health care, and 317,000-member MetroPlus 
health plan for Medicaid, Medicare SCHIP, and New York Child and Family Health Plus coverage programs.

Scott & White (Texas) Largest integrated multispecialty health care system in Texas employing 500 physicians who practice in three 
hospitals, including a new long-term acute care facility, and in 20 regional clinics in central Texas, providing 
1.4 million outpatient visits and over 30,000 inpatient admissions annually. Scott & White Health Plan enrolls 
200,000 members in group, individual, and Medicare coverage programs and contracts with both Scott & White 
and independent providers. Clinical educational site for Texas A&M Health Science Center College of Medicine.
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MODEL 2: INTEGRATED DELIVERY SYSTEM OR MULTI-SPECIALTY GROUP PRACTICE, WITHOUT A HEALTH PLAN
System and Locations Description

Mayo Clinic (Minnesota, 
Arizona, Florida)

The oldest and largest integrated, not-for-profit, multispecialty group practice of medicine, with 3,400 clinic 
physicians and scientists serving 520,000 patients on three major campuses with four owned and managed 
hospitals. Mayo Health Systems is an affiliated network of 17 hospitals and clinics with 750 physicians serving 
2.4 million patients in 70 communities in Minnesota, Wisconsin, and Iowa. Five schools of biomedical education.

MeritCare Health 
System (North Dakota)*

MeritCare is an integrated hospital and clinic system—the largest multispecialty group practice in North Dakota 
with 400 physicians, two regional hospitals in the Fargo-Moorehead area admitting 24,000 patients annually, 46 
ambulatory clinics that providing 1.5 million patient visits each year to residents of more than 30 communities in 
southwestern North Dakota and northern Minnesota, and the largest regional home health care provider. 

Partners HealthCare 
(Massachusetts)

A nonprofit, loosely integrated delivery system in which members maintain autonomy while sharing knowledge, 
resources, and services. Serves over 1.5 million residents of greater Boston and eastern Massachusetts 
through two academic hospitals, four community and three specialty hospitals, community health centers, home 
health and long-term care. Partners Community Healthcare contracts with 4,500 physicians in regional service 
organizations ranging from 10 to 250 physicians.

MODEL 3: PRIVATE NETWORKS OF INDEPENDENT PROVIDERS, SUCH AS AN INDEPENDENT  
PRACTICE ASSOCIATION OR A VIRTUAL NETWORK

System and Locations Description

Hill Physicians Medical 
Group (California)

Independent practice association serving 320,000 commercially insured and 30,000 Medicare Advantage 
patients in eight northern California counties through contracts with 2,200 autonomous member-physicians, 
including 236 physician owners.

North Dakota: Rural 
Cooperative Networks 

Health care providers in rural North Dakota have established cooperative arrangements to provide local access 
to quality care by sharing resources, expertise, infrastructure, and service delivery. For example:
The Northland Healthcare Alliance is a network of 25 hospitals and long-term care facilities that develop and 
share services. 
The Northwestern North Dakota Information Technology Network is developing electronic medical records to be 
shared by 11 hospitals. 
The Rural Mental Health Consortium provides onsite mental health services in four remote areas through clini-
cal nurse specialists. 
The North Dakota Telepharmacy Project is a collaboration between the North Dakota State University College 
of Pharmacy, the North Dakota State Board of Pharmacy, and the North Dakota Pharmacists Association to “re-
store, retain, or establish pharmacy services in medically underserved rural communities.” Participants include 
21 central pharmacies and 36 remote telepharmacy sites. 
West River Health Services provides a full range of health services to over 35,000 residents in rural communi-
ties of North and South Dakota and Montana with a 25-bed critical access hospital and community clinic, five 
satellite rural health clinics, and a multispecialty group of 16 physicians.

MODEL 4: GOVERNMENT-FACILITATED NETWORKS OF INDEPENDENT PROVIDERS
System and Locations Description
Community Care of 
North Carolina (CCNC) 

Public–private partnership that provides key components of a medical home and care management for 730,000 
Medicaid and 87,000 SCHIP patients statewide. CCNC is a community-based system of 14 regional networks, 
each of which is a nonprofit organization consisting of a partnership of local providers including hospitals, 
primary care physicians, and county health and social services departments. About 3,000 physicians in 1,200 
primary care practice sites participate in CCNC networks statewide, representing about half of the primary 
care practices in the state. The state provides resources, information, and technical support. Physician fee-for-
service reimbursement is supplemented by a per-member per-month (PMPM) fee for case management. The 
regional networks also receive a PMPM fee to cover the cost of care management and network administration. 

Note: SCHIP = State Children’s Health Insurance Program.  *MeritCare was examined as part of a broader case study on North Dakota
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