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This position paper concerns improving health care in the United
States. Unlike previous highly focused policy papers by the Amer-
ican College of Physicians, this article takes a comprehensive ap-
proach to improving access, quality, and efficiency of care. The first
part describes health care in the United States. The second com-
pares it with health care in other countries. The concluding section
proposes lessons that the United States can learn from these coun-
tries and recommendations for achieving a high-performance health
care system in the United States. The articles are based on a
position paper developed by the American College of Physicians'
Health and Public Policy Committee. This policy paper (not included

in this article) also provides a detailed analysis of health care sys-
tems in 12 other industrialized countries.

Although we can learn much from other health systems, the
College recognizes that our political and social culture, demograph-
ics, and form of government will shape any solution for the United
States. This caution notwithstanding, we have identified several
approaches that have worked well for countries like ours and could
probably be adapted to the unique circumstances in the United
States.
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HEeALTH CARE IN THE UNITED STATES

For most Americans, high-quality care generally is
readily accessible without long waits but at high cost.
However, the uninsured and, increasingly, the underin-
sured, the poor, and members of underserved minorities
often have poor access to health care and poor health out-
comes—in some cases worse than that of residents of de-
veloping countries. The health workforce is well trained,
yet the United States faces a severe shortage of primary care
physicians.

Most Americans—250 million (84.2%)—have some
form of health insurance coverage. But an estimated 47
million Americans (15.8%) were uninsured for a year, as
reported for 2006 by the U.S. Bureau of the Census (1). A
survey by the Centers for Disease Control and Prevention
found that 43.6 million people (14.8%) of all ages were
uninsured at the time of the National Health Expenditure
Survey interview in 2006 (2). However, as many as 89.5
million people under the age of 65 years lacked health
insurance for at least 1 month or more during 20062007,
according to a study by Lewin and associates published by
Families USA (3). In addition, another 16 million people
can be considered underinsured (4). People without health
insurance are much less likely than those with insurance to
receive recommended preventive services and medications,
are less likely to have access to regular care by a personal
physician, and are less able to obtain needed health care
services. Consequently, the uninsured are more likely to
succumb to preventable illnesses, more likely to suffer
complications from those illnesses, and more likely to die
prematurely (5, 6).

Even among those with health insurance coverage,

wide variations exist within the United States concerning
cost, utilization, quality, and access to health care services
(7, 8). For example, Medicare spending per capita in 1996
was $8414 per enrollee in the Miami, Florida, region com-
pared with $3341 in the Minneapolis, Minnesota, region
(8). Most of the variations among geographic areas are due
to differences in the volume and intensity of practice (that
is, differences in the quantity of services provided per cap-
ita) (7, 8). Yet, patients in high-intensity areas on average
have outcomes that are no better, and perhaps worse, than
those in geographic areas with lower rates of utilization (9,
10). Americans receive appropriate preventive, short-term,
and long-term health care as recommended by professional
guidelines only about 55% of the instances in which those
recommendations would apply (11). The Institute of Med-
icine has documented high levels of medical errors and
inappropriate and unnecessary care, indicating system-wide
problems with delivering consistently high-quality care
(12, 13).

Approximately 45% of the U.S. population has a
chronic medical condition, and about 60 million people,
half of these, have multdiple chronic conditions (14). For
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obligations, such as the National Health Service Corps,
Uniformed Services, and Indian Health Service.

Widespread Implementation of Electronic Medical Records

Compared with countries with well-performing health
care systems, the United States lags seriously in the imple-
mentation of EMR systems in office practice. Compared
with primary care doctors in 6 other countries, U.S. phy-
sicians are among the least likely to have extensive clinical
information systems. In 2006, nearly all primary care doc-
tors in the Netherlands (98%), and 79% to 92% of doctors
in Australia, New Zealand, and the United Kingdom, have
EMR systems, while the rate was only 28% in the United
States and 23% in Canada. Most doctors in countries with
high rates of EMR systems routinely use them to electron-
ically order tests, prescribe medications, and access pa-
tients’ test results. Compared with doctors in the United
States, doctors in these countries are more likely to receive
computerized alerts about potential problems concerning
drug dosages and interactions, have reminder systems to
notify patients about preventive or follow-up care, and (ex-
cept for the Netherlands) receive prompts to provide pa-
tients with test results. More than 60% of the doctors in
the 4 countries with high EMR use, as well as those in
Germany (where 42% have EMR systems), say it is easy to
generate lists of patients by diagnosis or health risk; in
contrast, only 37% of U.S. doctors say it is easy, and 60%
say it is somewhat difficult or worse to generate such lists.
Likewise, doctors in countries with high rates of EMR sys-
tems are 2 to 4 times as likely to say it is easy to generate
lists of patients who are due or overdue for tests or preven-
tive care; only 20% of doctors in the United States report
that it is easy (68).

LessoNs FROM OTHER COUNTRIES AND ACP
RECOMMENDATIONS FOR REDESIGNING THE U.S.
HEeALTH CARE SYSTEM

Analysis by the ACP of health care in 12 other indus-
trialized countries illustrates various approaches to assuring
universal access to high-quality health care. Each system
has provided comparable or better health care at less cost
than in the United States. The United States has much to
learn from these countries. The following section describes
key lessons from these countries and recommendations
that build on these lessons. Figure 6 summarizes the les-
sons learned and the recommendations that flow from
them.

Paying for Health Care

Lesson 1: Well-functioning health systems all guaran-
tee that all residents will have access to affordable health
coverage for a defined set of benefits (that is, universal
coverage). Countries have used different strategies to
achieve universal coverage. Some have opted for a system
funded solely by the national or provincial governments
(single-payer systems, as in Canada, United Kingdom, Ja-
pan, and Taiwan), while others have a mix of public and
private sources of funding (pluralistic systems, as in Aus-
tralia, Belgium, Denmark, France, Germany, the Nether-
lands, New Zealand, and Switzerland).

Lesson 2: Global budgets (Canada, Germany, New
Zealand, Taiwan, the United Kingdom, and the U.S. Vet-
erans Administration) can help restrain health care costs
but do not provide effective incentives for improved effi-
ciency unless the annual expense budget is reasonable and
the target region is small enough to motivate individual
providers to avoid overutilization of services.

Lesson 3: Cost savings can be achieved through the use

Figure 5. Commonwealth Fund overall rankings of 6 countries, according to key indicators of performance.

Country Rankings

1.00-2.66
2.67-4.33
4.34-6.00

New United United

Australia Canada Germany Zealand Kingdom  States
Overall Ranking (2007) 3.5 5 2 3.5 1 6
Quality Care 4 6 2.5 2.5 1 5
Right Care 5 6 3 4 2 1
Safe Care 4 5 1 3 2 6
Coordinated Care 3 6 4 2 1 5
Patient-Centered Care 3 6 2 1 4 5
Access 3 5 1 2 4 6
Efficiency 4 5 3 2 1 6
Equity 2 5 4 3 1 6
Healthy Lives 1 3 2 4.5 4.5 6

Health Expenditures per Capita, 2004 $2876*  $3165  $3005*  $2083 $2546 $6102

Source: Calculated by the Commonwealth Fund based on the Commonwealth Fund 2004 International Health Policy Survey, the Commonwealth Fund
2005 International Health Policy Survey of Sicker Adults, the 2006 Commonwealth Fund International Health Policy Survey of Primary Care
Physicians, and the Commonwealth Fund Commission on a High Performance Health System National Scorecard (65) (www.commonwealthfund.org).

*Data from 2003.
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Figure 6. Lessons learned and resulting American College of Physicians policy recommendations.

Lesson

Well-functioning health systems guarantee that all residents have access
to affordable health care. Countries differ in how they have chosen to
achieve universal coverage; some have opted for a system funded solely
by the national or provincial governments, whereas most others have
opted for models that include a mix of public and private sources of
funding.

Global budgets can help restrain health care costs, but do not provide
incentives for improved efficiency unless they are set reasonably and
targeted to small enough groups.

Cost savings can be achieved through the use of government power to
negotiate prices but may result in shortages of services subject to price
controls, delays in obtaining elective procedures, cost-shifting, and
creation of parallel private sector markets.

In countries with shared authority between national and regional
governments, universal coverage can be achieved by providing financial
support from the national government to efforts by regional governments
to establish their own programs.

Cost-sharing, designed so that low-income individuals pay no or nominal
amounts, can help restrain costs while assuring that poorer individuals are
still able to access services.

Societal investment in medical and other health professional education

can help achieve a health care workforce that is balanced, well-trained,

and in sufficient supply. Investment in primary and preventive care can
result in better health outcomes, reduce costs, and may better assure an
adequate supply of primary care physicians.

Effective physician payment systems include support for the role of
primary care physicians, incentives for quality improvement and reporting,
and incentives for care coordination. Higher quality of care can be
encouraged through establishment of performance measures, financial
incentives, and active monitoring of performance.

Uniform billing systems and electronic processing of claims improve
efficiency and reduce administrative expenses.

Insufficient investments in research and medical technology result in
reliance on outdated technologies and medical equipment and delay
patients’ access to advances in medical science.

Recommendation

Provide universal health insurance coverage to ensure that all people
within the United States have equitable access to appropriate health care.
Federal and state governments should consider adopting one of the
following pathways:

Single-payer systems, which generally have the advantage of being
more equitable, with lower administrative costs than systems using
private health insurance, lower per capita health care expenditures, high
levels of consumer/patient satisfaction, and high performance on
measures of quality and access. Such systems typically rely on global
budgets and price negotiation to help restrain health care expenditures,
which may result in shortages of services and delays in obtaining
elective procedures and limit individuals' freedom to make their own
health care choices.

Pluralistic systems, which can be designed to assure universal access
while allowing individuals the freedom to purchase private supplemen-
tal coverage. Such systems are more likely to result in inequities in
coverage and higher administrative costs.

Congress should encourage state innovation by providing dedicated
federal funds to support state-based programs to cover all uninsured
persons within the state.

Cost-sharing provisions should encourage patient cost-consciousness
without deterring patients from receiving needed and appropriate services.

Develop a national health care workforce policy for the education and
training of an adequate supply of health professionals to meet the nation's
health care needs, including primary care physicians.

Redirect federal health care policy toward supporting patient-centered
health care that builds upon the relationship between patients and their
primary care physicians and the patient-centered medical home.

Support initiatives that provide financial incentives to physicians for the
voluntary achievement of evidence-based performance standards, to
encourage quality improvement and reduction of avoidable medical errors,
and incentives for systems performance that encourage comprehensive and
continuous care coordination and prudent stewardship of health care
resources.

Support an interoperable health information technology infrastructure with
federal funds to assist physicians in acquiring technology that will enhance
delivery of evidence-based patient-centered care.

Reduce administrative and regulatory burdens, such as multiple and
duplicative physician credentialing forms and multiplicity of types of
insurance forms, and their attendant costs.

Encourage public and private investments in all kinds of medical research,
including research on the comparative effectiveness of different
treatments, to foster continued innovation and improvements in health
care.

of government power to negotiate prices (Belgium, Can-
ada, Japan, and the U.S. Veterans Administration) but may
result in shortages of the services that are subject to price
controls, delays in obtaining elective procedures, cost shift-
ing, and creation of parallel private sector markets for
health care services for those who can afford to buy services
from sources not subject to price controls (Japan, New
Zealand, and the United Kingdom).

Lesson 4: Countries that have federal systems in which
national and regional governments share authority can

66 |1 January 2008 |Annals of Internal Medicine | Volume 148 * Number 1

achieve universal coverage by establishing a system in
which regional governments receive substantial financial
support from the national government but are free to es-
tablish their own programs. In Canada, federal support is
subject to federal requirements for provinces to assure
cross-border consistency in benefits and out-of-pocket
costs and access to services across regional borders.
Recommendation 1a: Provide universal health insur-
ance coverage to assure that all people within the United
States have equitable access to appropriate health care with-
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out unreasonable financial barriers. Health insurance cov-
erage and benefits should be continuous and not depen-
dent on place of residence or employment status. The ACP
further recommends that the federal and state governments
consider adopting one or the other of the following path-
ways to achieving universal coverage:

1. Single-payer financing models, in which one gov-
ernment entity is the sole third-party payer of health care
costs, can achieve universal access to health care without
barriers based on ability to pay. Single-payer systems gen-
erally have the advantage of being more equitable, with
lower administrative costs than systems using private
health insurance, lower per capita health care expenditures,
high levels of consumer and patient satisfaction, and high
performance on measures of quality and access. They may
require a higher tax burden to support and maintain such
systems, particularly as demographic changes reduce the
number of younger workers paying into the system. Such
systems typically rely on global budgets and price negotia-
tion to help restrain health care expenditures, which may
result in shortages of services and delays in obtaining elec-
tive procedures and limit individuals’ freedom to make
their own health care choices.

2. Pluralistic systems, which involve government enti-
ties as well as multiple for-profit or not-for-profit private
organizations, can assure universal access, while allowing
individuals the freedom to purchase private supplemental
coverage, but are more likely to result in inequities in cov-
erage and higher administrative costs (Australia and New
Zealand). Pluralistic financing models must provide 1) a
legal guarantee that all individuals have access to coverage
and 2) sufficient government subsidies and funded cover-
age for those who cannot afford to purchase coverage
through the private sector. (See the ACP’s proposal for
expanding access to health insurance as an example of how
a pluralistic system can achieve universal coverage [69].)

Recommendation 1b: Provide everyone access to af-
fordable coverage—whether provided through a single-
payer or pluralistic financing model—that includes cover-
age for a core package of benefits, including preventive
services, primary care services—including but not limited
to chronic illness management—and protection from cat-
astrophic health care expenses.

Recommendation 1c: Untl there is political consensus
for achieving universal coverage at a federal level, Congress
should encourage state innovation by providing dedicated
federal funds to support state-based programs with an ex-
plicit goal of covering all uninsured persons within the
state. (See the ACP position paper, “State Experimentation
with Reforms to Expand Access to Health Care” [70].)

Comment: Universal health care insurance is necessary
to ensure that everyone within the United States has access
to needed health care services of high quality. The federal
government should assure that all persons within the bor-
ders of the United States also have access to health care
services without undue financial barriers and that health

www.annals.org

care services provided are adequately reimbursed. The ACP
recommends 2 alternatives: a system funded solely or prin-
cipally by government (federal and state), commonly
known as a single-payer system, or a pluralistic system that
incorporates existing public and private programs with
additional guarantees of coverage and with sufficient sub-
sidies and other protections to assure that coverage is avail-
able and affordable for all. The ACP has proposed a step-
by-step plan that would achieve universal coverage while
maintaining a pluralistic system of mixed public and pri-
vate sector funding (69).

Controlling Health Care Costs

Lesson 5: The best systems ensure access to health care
without financial barriers. Cost sharing with co-payment
schedules based on income, so that low-income individuals
pay no or nominal amounts (Belgium, France, Japan, New
Zealand, and Switzerland), can help restrain costs while
assuring that poorer individuals can access services.

Lesson 6: Incentives to encourage personal responsibil-
ity for health (Australia, Belgium, Japan, New Zealand, the
Netherlands, Switzerland, and Taiwan) can lead to healthy
behaviors, improved health outcomes, and responsible uti-
lization of health care services. These countries restrain
costs without punishing people who fail to adopt recom-
mended behaviors or lifestyles.

Recommendation 2: Create incentives to encourage
patients to be prudent purchasers and to participate in
their health care. Patients should have ready access to
health information necessary for informed decision mak-
ing. Cost-sharing provisions should be designed to encour-
age patient cost-consciousness without deterring patients
from receiving needed and appropriate services or partici-
pating in their care.

Comment: Consumer-directed health care—in which
patients are actively involved in medical decision making
and are prudent purchasers of health care—is one strategy
for reducing health care costs and improving the efficiency
of the health care system. However, for patients to make
informed decisions, they must have access to pertinent,
accurate, and understandable information. Health systems
should provide easy access to information about the actual
prices of medical services and available treatment options
and patient education about health, diet and nutrition, and
preventive health care. Patients should have access not only
to information about their own health and treatment op-
tions but also to information that compares the effective-
ness and costs of drugs, tests, and medical procedures. Pub-
lic access to information about the qualifications and
performance of physicians, hospitals, and other providers
of health care services would also inform patient decision
making. Achieving a transparent and interactive health in-
formation system that facilitates ready access to valid and
reliable data will require collaboration between the public
and private sectors (71).

Greater cost sharing is one means to encourage pa-
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tients to be more prudent purchasers of health care. How-
ever, merely imposing greater cost-sharing requirements
can reduce appropriate use of health care services. Increas-
ing cost sharing can also create greater financial burdens
and barriers to obtaining needed health care services. In-
creased cost sharing can increase inequities because it raises
out-of-pocket costs. It can create financial burdens that
especially affect low-income people. Out-of-pocket costs
may cause patients to skip preventive health care services
that could prevent more serious health problems and that
ultimately would be cost-effective. Nevertheless, as their
health care costs continue to rise, other countries are in-
creasingly resorting to requiring patient cost sharing
(France, Japan, New Zealand, and Switzerland). As yet, the
impact of these measures on health is unknown.

Another approach is to create positive incentives for
patients to seek increased value for their health care dollar.
Congress sought to achieve this objective by permitting
individuals and their employers to make tax-free contribu-
tions to health savings accounts. The individual owns and
controls these accounts and can use them to pay for “qual-
ified medical expenses.” Unused funds in a health savings
account grow year-to-year tax free, thereby creating further
incentives for the individual to be prudent purchasers of
health care services (72).

Assuring a Health Care Workforce to Meet the Nation's
Health Care Needs

Lesson 7: Societal investment in health professional
education, which would reduce the cost to students, can
help achieve a health care workforce that has the right
proportion of primary care physicians and subspecialists, is
well trained, and is large enough to assure access to care
(France, Germany, the United Kingdom, and the U.S.
Veterans Administration).

Lesson 8: Investment in primary and preventive care
can result in better health outcomes, reduce costs, and may
better assure an adequate supply of primary care physi-
cians. These efforts can be further enhanced by assuring
that all residents have equitable access to primary care phy-
sicians (Australia, Canada, Denmark, France, the Nether-
lands, New Zealand, Switzerland, and the United King-
dom) and utilizing the patient-centered primary care
model (Denmark).

Recommendation 3: Develop a national health care
workforce policy that includes sufficient support to educate
and train a supply of health professionals that meets the
nation’s health care needs. To meet this goal, the nation’s
workforce policy must focus on ensuring an adequate sup-
ply of primary and principal care physicians trained to
manage care for the whole patient. The federal government
must intervene to avert the impending catastrophic short-
age of primary care physicians. A key element of workforce
policy is setting specific targets for producing generalists
and specialists and enacting policy to achieve those targets.

Comment: All stakeholders must be involved in coor-
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dinated workforce planning to ensure an adequate supply
of health care professionals. This planning must include
determining the workforce needs for all health care profes-
sionals, including physicians, nurses, and other health care
professionals. The United States has a lower proportion of
primary care physicians relative to other specialists than
many other industrialized nations that score better on mea-
sures of cost and quality. The ACP is particularly con-
cerned about the looming crisis in the supply of primary
care physicians in the United States. Within the United
States, states with more primary care physicians per capita
have better health outcomes, including mortality from can-
cer, heart disease, or stroke (73, 74). In the United States,
states with higher proportions of specialist physicians have
higher per capita Medicare spending. Conversely, a greater
number of primary care physicians is associated with in-
creased quality of health services, as well as a reduction in
costs (75). The preventive care that primary care physicians
provide can help to reduce hospitalization rates (76). In
fact, hospitalization rates and expenditures for conditions
amenable to ambulatory care are higher in areas with fewer
primary care physicians and limited access to primary care
(77, 78). The supply of primary care physicians is also
associated with an increase in life span (79, 80).

Several countries appear to be exceptions to the rule
that successful health systems have more primary care phy-
sicians. In particular, the relatively low percentages of pri-
mary care physicians reported for Denmark and the Neth-
erlands stand out, even though both countries have policies
to encourage patients to have a long-term relationship with
a primary care physician. This anomaly may be an artifact
of different methods for collecting and reporting workforce
data despite the efforts of the OECD. Possibly, these coun-
tries rely more on physician extenders and the extensive use
of EMRs to achieve better efficiency and fail to count as
primary care physicians those who provide night coverage
and what would be considered primary in-hospital care in
the United States. Further research is needed to better un-
derstand these apparent exceptions. Another important is-
sue to study is how the organization of care affects the rates
of referrals to subspecialists—a key determinant of differ-
ences in per capita costs between geographic regions in the
United States—in the United States and other countries.

Workforce planning should strive to achieve a diverse
workforce of health professionals that increases representa-
tion of ethnic and minority providers (81-84). Conse-
quently, federal and state funding should be continued and
increased for programs and initiatives that strive to increase
the number of health care providers in minority commu-
nities. National health workforce planning should also en-
courage medical and other health professional schools to
revitalize efforts to improve matriculation and graduation
rates of minority students and to recruit and retain minor-
ity faculty (85).

All users and payers of health care must contribute
their share to support medical education, which is a public
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good that benefits all of society. Undergraduate, graduate,
and continuing medical education must have adequate
funding. Most other countries finance medical school ed-
ucation with public funds, so that students pay little (the
Netherlands) or no (Australia, Canada, France, Germany,
Japan, and Switzerland) tuition and typically are responsi-
ble only for the cost of books and fees (86).

In contrast, the average tuition in the United States in
2005 was $20 370 for public medical schools and $38 190
at private medical schools. Students and their families pay
most of this cost. As a result, 85% of graduating medical
students begin their careers with substantial educational
debts. The average debt in 2005 was $105 000 for gradu-
ates of public medical institutions and $135 000 for grad-
uates of private medical schools (87). Rising educational
debt influences physician career choices and is one of the
factors that discourage medical students from choosing a
career in primary care (88). The long pipeline of medical
education and training, the impending crisis in primary
care, and the retirement and career changes of older phy-
sicians require the United States to take action to assure a
constant influx of new students embarking on medical ca-
reers, particularly in primary care.

Physician workforce planning should determine the
nation’s current and future needs for appropriate numbers
of physicians by specialty and among geographic areas. A
national commission should provide a blueprint for action
at the federal level to accomplish this task. Such planning
would involve a systematic determination of residency
training needs and guidance for allocation of federal fund-
ing support. Immediate and comprehensive reforms are
needed to assure that the United States has enough pri-
mary care physicians to care for an aging population that
will suffer from chronic diseases.

A more detailed presentation of ACP recommenda-
tions concerning a national health workforce policy can be
found in the position papers “Creating a New National
Workforce for Internal Medicine” (89) and “The Impend-
ing Collapse of Primary Care Medicine and Its Implica-
tions for the State of the Nation’s Health Care” (48).

Policies That Promote Patient-Centered Care

Lesson 9: Effective physician payment systems include
adequate payment for primary care services, incentives for
quality improvement and reporting (Belgium and the
United Kingdom), recognizing geographic or local pay-
ment differences (Canada, Denmark, Germany, and the
United Kingdom), and incentives for care coordination
(Denmark and the Netherlands).

Recommendation 4: Redirect federal health care policy
toward supporting patient-centered health care that builds
on the relationship between patients and their primary and
principal care physicians and financially supports the pa-
tient-centered medical home, a practice system that the
evidence suggests has the potential to improve health out-
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comes, achieve more efficient use of resources, and reduce
health care disparities.

Comment: Principal care physicians provide the pre-
dominant source of care for a patient. Primary care physi-
cians are principal care physicians, but so are other medical
specialists and subspecialists when they are the patient’s
principal source of care. In the position paper “A System in
Need of Change: Restructuring Payment Policies to Sup-
port Patient-Centered Care” (90), the ACP proposes that
the federal government take the lead in restructuring pay-
ment policies to achieve patient-centered health care. (The
advanced medical home is a model—described in previous
ACP position papers—that offers the benefits of a whole
person—oriented personal physician who accepts overall re-
sponsibility for the care of the patient and leads a team that
provides enhanced access to care, improved coordinated
and integrated care, and increased efforts to ensure safety
and quality. The American Academy of Family Physicians
has proposed a similar model called the personal medical
home. The ACP, American Academy of Family Physicians,
American Academy of Pediatrics, and American Osteo-
pathic Association have adopted a joint statement of prin-
ciples that uses the patient-centered medical home as a
common descriptor for both models. We will use the term
patient-centered medical home, which is interchangeable
with the term advanced medical home as described in other
ACP position papers.)

A patient-centered medical home is a medical practice
in which:

1. Each patient has an ongoing relationship with a
personal physician trained to provide first contact, contin-
uous, and comprehensive care.

2. A personal physician leads a team of individuals at
the practice level who collectively take responsibility for
treating and managing care for the whole patient, rather
than limiting practice to a single disease condition, organ
system, or procedure.

3. Care is coordinated and/or integrated across all el-
ements of the health care system (for example, subspecialty
care, hospitals, home health agencies, nursing homes) and
the patient’s community (for example, family, public, and
private community-based services).

4. The practice consistently uses evidence-based med-
icine, clinical decision-support tools, health information
exchange, and other means to guide decision making and
to assure that patients get the indicated care when and
where they need and want it in a culturally and linguisti-
cally appropriate manner.

5. Patients are involved in planning, decision making,
and accountability for ongoing medical care.

6. Patients have enhanced access to care through such
systems as open scheduling, expanded hours, and new op-
tions for communication between patients, their personal
physician, and practice staff.

7. Practices go through a voluntary recognition process
by an appropriate nongovernment entity to demonstrate
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that they have the capabilities to provide patient-centered
services consistent with the medical home model.

8. Practices receive payments that appropriately recog-
nize the added value provided to patients (91).

The ACP has previously proposed a series of funda-
mental changes to improve the delivery of health care ser-
vices. Patients should be encouraged or provided incentives
to enroll in a medical home. Medical homes should meet
standards of accessibility and care coordination. Position
papers from the ACP provide greater detail on each of the
following proposals:

1. Change payment policies to provide physician case
management fees for care coordination services (92).

2. Encourage the use of EMRs (93).

3. Encourage the use of and exchange of electronic
health care information (94).

4. Provide incentives for coordinated, patient-centered
care (advanced medical home) (99).

5. Use evidence-based performance measures to im-
prove the quality of care and providing incentives, includ-
ing financial incentives, to reward physicians who meet or
exceed standards (96).

6. Pay physicians for computer-based consultations
97).

7. Pay physicians for telephone consultations (98).

8. Promote professionalism and the patient—physician
relationship, including physician responsibility to be pru-
dent managers of resources (99).

Measuring the Quality of Health Care

Lesson 10: Performance measures, financial incentives,
and active monitoring of performance are key elements of
health systems that provide high-quality care (Australia,
New Zealand, the United Kingdom, and the U.S. Veterans
Administration).

Recommendation 5: Provide financial incentives for
physicians to achieve evidence-based performance stan-
dards. The United States should consider revising existing
volume-based payment systems used by Medicare and
most private insurers to 1) better support physician—
patient relationships by creating care coordination pay-
ments and other incentives for physicians working with
health care teams to provide patient care management that
includes comprehensive ongoing care and 2) maintain a
fee-for-service component for separately identifiable visits
and procedures, such as the bundled and hybrid payment
structure used in Denmark and the Netherlands.

Comment: The current physician payment system in
the United States provides incentives for increasing the
volume of physician services but few financial incentives
for cost-effective or efficient care. It also better rewards
physicians for the use of technological procedures as op-
posed to time-intensive services. Physician payment meth-
ods in the United States also provide little incentive for
physicians to assume responsibility for being prudent man-
agers of health care resources. A better payment model is
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the blended approach as used in Denmark, where primary
care physicians receive a capitated payment for providing
care coordination and case management— by telephone or
e-mail—as in a medical home, in addition to receiving
fee-for-service payments for office visits.

Achieving a well-functioning health care system that
encourages quality improvement will require incentives to
encourage change. Performance measurement, the objec-
tive assessment of how well physicians adhere to evidence-
based standards to achieve desired outcomes, is increasingly
being applied in the health care sector to improve the qual-
ity, safety, and accountability of medical care. Pay-for-
performance programs utilize performance measures to en-
hance the quality of health care by rewarding physicians for
adhering to evidence-based standards of care. The ACP
policy and its analysis of performance measurement and
pay-for-performance is presented in greater detail in 2 po-
sition papers, “The Use of Performance Measurements to
Improve Physician Quality of Care” (96) and “Linking
Physician Payments to Quality Care” (100).

In these papers, the ACP warns that:

Performance measures—if done right—have poten-
tial to assess physician performance, improve the qual-
ity of patient care, enhance the coordination and man-
agement of care, and reward physicians who meet or
exceed the benchmarks set by performance measures.
However, if applied in a bureaucratic, arbitrary, or pu-
nitive manner, performance measurement can hinder
quality and harm patient care, undermine the physi-
cian—patient relationship, and cause physician frustra-
tion and career dissatisfaction (96).

Pay-for-performance systems should be evidence-
based, transparent, fair, and equitable for practicing physi-
cians. The ACP believes that the primary goal of such
programs must be to promote continuously improving
quality care across the health care delivery system. Accord-
ingly, pay-for-performance programs should focus on the
following:

1. Demonstrating that they lead to patient care that is
safer and more effective as the result of program implemen-
tation.

2. Provide incentives for all physicians to perform bet-
ter, continually raising the bar on quality.

3. Establishing or linking to technical assistance efforts
and learning collaboratives so that all providers are moti-
vated and helped to improve their performance.

Major changes are needed to the current physician
payment system in the United States to achieve a system
that truly rewards quality improvement on evidence-based
measures of care. Adding reimbursement tied to physician
performance on top of the current payment system, unless
substantial, will be inadequate to materially change the
current level of physician performance. Instead, physician
payment methods need fundamental redesign (as outlined
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in recommendation 5), so that physician reimbursement
would no longer be based on volume and episodes of acute
illnesses but on patient-centered, physician-guided care co-
ordination and quality performance based on evidence-
based clinical measures.

Practice-based electronic health information systems
(see recommendation 6 below) will facilitate the collection
and reporting of patient data for measurement purposes, so
that physicians can easily report and share information
without further adding to administrative and paperwork
burdens. Performance measures will not lead to quality
improvement if physicians in practice lack the ability to
incorporate proven quality improvement measures into
their practices.

Electronic Billing and Medical Records

Lesson 11: Adoption of a uniform billing system and
electronic processing of claims improves efficiency and re-
duces administrative expenses (Germany, Canada, Taiwan,
the United Kingdom, and most others, including the U.S.
Veterans Administration).

Recommendation 6: Reduce the costs of health care
administration and the attendant burdens they place on
patients and their physicians by creating uniform billing
and credentialing systems across all payers.

Recommendation 7: Support with federal funds an in-
teroperable health information technology infrastructure
that assists physicians in delivering evidence-based patient-
centered care.

Comment: Reducing paperwork, claims processing,
and regulatory requirements could yield large savings. The
ACP has long advocated measures to reduce administrative
burdens and regulatory hassles (101). In a 1998 policy
paper on the topic of hassles created by insurers (102), the
American Society of Internal Medicine found the follow-
ing:

1. Physicians are spending more time on insurance
paperwork and less time seeing patients.

2. Physicians believe that insurers question their pro-
fessional judgment too often.

3. Physicians have been forced to hire additional per-
sonnel to keep up with the abundant paperwork that in-
surance hassles create.

The ACP continues to advocate the following long-
held positions:

1. All health insurance industry forms should be uni-
form, with one form per task rather than a different form
for the same task from every insurer (for example, a single
durable medical equipment approval form and a single re-
ferral form).

2. All health care plans and hospitals should use one
standard physician credentialing and recredentialing form.

Comment: Electronic technology will allow automat-
ing payment and health insurance transactions without re-
liance on paper processing. Automated point-of-care trans-
actions are made possible by using smart card technology
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(similar to automated teller machine cards) that will auto-
matically verify the individual’s coverage status, benefits,
and required copayments and co-insurance, and bill the
appropriate payer for care rendered and the individual for
their required cost sharing on a debit basis. Denmark uses
this system.

Greater use of health information technology, use of
EMRs, and implementation of systems to enable electronic
prescribing can improve the quality of patient care, reduce
medical errors, increase efficiency, reduce administrative
costs, and achieve substantial cost savings. Coordination of
patient care—which is the essence of the patient-centered
primary care model recommended by the ACP—requires
smooth transfer of information (with appropriate safe-
guards of patient privacy) among a team of providers. Use
of interoperable health information technology systems in
this model will help eliminate duplication of information
gathering and testing and will promote care coordination.

Denmark, Taiwan, and the Netherlands have an
interoperable health information infrastructure that incor-
porates decision-support tools. Systems like these will en-
able physicians to obtain instantaneous information at the
point of medical decision making and will enhance elec-
tronic communications among physicians, hospitals, phar-
macies, diagnostic testing laboratories, and patients. Health
information technology would support patient registries,
enhance monitoring of patient adherence, increase access
to laboratory and test results, provide prompts for physi-
cian and patient reminders and alerts, recommend treat-
ment plans, and enable longitudinal charting of risk fac-
tors, utilization of services, and health outcomes (68).
Health information technology could also enable ongoing,
routine feedback from patients to the practice, using low-
cost, Internet-based, patient-centered care surveys. This
feedback could lead to targeted plans for practice improve-
ment.

However, physician practices in the United States lag
far behind those in other developed countries in their ca-
pacity to access and share information electronically (68).
Several barriers have slowed progress. The United States
does not provide tax credits or incentives for implementing
EMR systems and does not maintain an interoperable sys-
tem for sharing health information. Medicare and other
health care payers do not reimburse physicians for elec-
tronic consultations, even though they would cost much
less than office visits. Barriers limiting physician adoption
of systems of EMRs include not only the initial cost of
required investments in the technology but also the disrup-
tion and possibly greater costs of time, training, and data
entry involved in transferring paper to electronic records
(103). Physicians are also hesitant to invest in systems that
may not become the industry standard, that may not be
able to communicate with other systems, and that may
quickly become obsolete. Regulatory barriers and lack of
interoperability also impede physicians from being able to
transmit prescriptions electronically. Concerns about pro-
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tecting patient privacy also limit electronic access to med-
ical and hospital records and to laboratory and diagnostic
test results.

Dealing with New Medical Care Technology

Lesson 12: Insufficient investments in research and
medical technology result in reliance on outdated technol-
ogies and medical equipment, and delay patients’ access to
advances in medical science (Canada and the United King-
dom).

Recommendation 8: Encourage public and private in-
vestments in all kinds of medical research—including re-
search on comparative effectiveness of different treat-
ments—to foster continued innovation and improvements
in health care.

Comment: Investments in basic health research are crit-
ical to advance medical knowledge. The nation’s invest-
ments, in basic research both privately and through the
National Institutes of Health, have led to important ad-
vances in medicine. The public benefits from discoveries
that advance medical science as well as from the develop-
ment of new pharmaceuticals, medical equipment, pro-
cesses, and procedures. Incentives to continually invest in
basic and clinical research are essential to progress.

Another form of research has received less attention—
and far less funding— but is necessary to propetly evaluate
the health consequences of advances in medical research:
health services research and the scientific assessment of the
safety, clinical effectiveness, and cost and benefits of health
care technology. The United States must invest in health
services research in order to determine the safety, effective-
ness, and efficacy of medical tests and procedures, and to
determine the comparative effectiveness— cost, value, and
efficacy—of different treatment regimens and technolo-
gies. Information obtained from this research must be
widely disseminated to guide health care providers to ap-
propriately utilize new technologies and avoid inappropri-
ate use.

According to the AHRQ, “Health services research ex-
amines how people get access to health care, how much
care costs, and what happens to patients as a result of this
care. The main goals of health services research are to iden-
tify the most effective ways to organize, manage, finance,
and deliver high quality care; reduce medical errors; and
improve patient safety” (104).

Many other countries that have national health insur-
ance programs, such as the United Kingdom and Australia,
perform evidence-based evaluations of new drugs and tech-
nology. Much of this information is shared through the
Network of Agencies for Health Technology Assessment,
of which the AHRQ is a member. To attain a well-func-
tioning health care system, the United States should in-
crease investment in technology assessments, comparative
effectiveness, and health services research. The AHRQ
must have adequate funding to support research, to dis-
seminate the results of health services research and technol-
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ogy assessments, and to foster international cooperation in
sharing information.

SUMMARY AND CONCLUSIONS

Health care in the United States has many positive
features and in many respects is superb compared with
health care anywhere else in the world. Those with ade-
quate health insurance coverage or sufficient financial
means have access to the latest technology and the best
care. However, as this paper points out, the U.S. health
care system is inefficient and inconsistent: Health care
quality and access vary widely both geographically among
populations, some services are overutilized, and costs are
far in excess of those in other countries. Moreover, the
United States ranks lower than other industrialized coun-
tries on many of the most important measures of health.
Current international comparisons of measures of health
(life expectancy at birth, infant mortality, and deaths per
100 000 for diseases of the respiratory system and for dia-
betes) indicate that population health in the United States
is not better than in other industrialized countries despite
the greater U.S. expenditures (58).

The experience and innovations of health care systems
in other countries provide many lessons as the United
States tries to improve its health system. Among these les-
sons are the value of an orientation and emphasis on pa-
tient-centered primary care and the importance of assuring
a well-educated physician workforce that meets the coun-
try’s need for primary care physicians. The quality and
accessibility of health care in the United States could be
improved by adopting reimbursement programs like those
in other countries that provide substantial rewards based
on performance on quality metrics and care coordination
rather than solely on the volume of services provided.
These payment systems together with national workforce
planning might also help address the impending primary
health care workforce shortages in the United States. Uni-
versal and compulsory health insurance coverage could
eliminate many of the disparities and inequities in the
United States. Expanded use of health information tech-
nology and substantial governmental investments and sup-
port for a health information technology infrastructure
with appropriate patient privacy protections could enhance
health care decision making by physicians and patients and
would bolster the growing movement for consumer-
directed health care. These are some of the lessons we can
learn from other industrialized countries.

Other lessons for a more efficiently functioning health
care system include achieving lower administrative costs by
standardizing coverage and insurance transactions; provid-
ing coverage through publicly funded programs rather than
private insurance; and automating transactions among pro-
viders, patient, and insurers. This article does not address
many other issues in depth. Topics for further in-depth
analysis include the costs and impact of malpractice liabil-
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ity insurance, determination of prescription drug prices,
differences in medical education (including costs and stu-
dent debt), financing long-term care, and physician earn-
ings and income. The United States may also benefit by
examining how other countries manage end-of-life care,
determine the distribution of health care resources, and
make decisions on coverage and benefits.

The ACP has offered a series of recommendations to
achieve a well-functioning health care system. All Ameri-
cans should have access to a primary care physician and
should have a patient-centered medical home for their on-
going, continuous, comprehensive, and coordinated care.
All Americans should have health insurance coverage that
includes preventive and primary care services, as well as
protection from catastrophic health care costs. Federal
health policy should support the patient-centered primary
care model. The United States lacks a national health care
workforce policy. It should provide for sufficient support
for the infrastructure required to educate and train an ad-
equate supply of health professionals that would properly
meet the nation’s health care needs, including primary and
principal care physicians that are trained to manage care of
the whole patient. Workforce planning should specify an
appropriate mix of physicians between primary and spe-
cialty care and describe the policies required to achieve that
goal. Public and private investments in research must con-
tinue to support advances in basic and clinical medical
science as well as in health services research. Other ACP
recommendations call for financial incentives to encourage
quality improvement and reduction of avoidable medical
errors, support for a health information technology infra-
structure to assist patients and physicians in making in-
formed decisions about the appropriate use of health care
services, and use of technology to achieve a more efficient
health care system.

The main lesson of this article is that many countries
have better functioning, lower cost health care systems that
outperform the United States. We must learn from them.

Requests for Single Reprints: Customer Service, American College of
Physicians, 190 N. Independence Mall West, Philadelphia, PA 19106.
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