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The United States healthcare system currently stands at a critical juncture, characterized by a complex interplay of
regulatory shifts, fiscal pressures, and an evolving workforce landscape. Primary care, often described as the
bedrock of the healthcare infrastructure, is experiencing a period of significant volatility. As outlined in recent data
from the American Academy of Family Physicians (AAFP) and the Primary Care Collaborative (PCC), the sector is
grappling with what many industry experts call "death by a thousand cuts." This encompasses proposed physician
pay decreases, a contracting workforce, and the sunsetting of COVID-19 era flexibilities.

The Regulatory Framework of Physician Compensation: The 2025 CMS
Proposed Rule

The Centers for Medicare &amp; Medicaid Services (CMS) plays a central role in determining the financial viability
of primary care practices through the Medicare Physician Fee Schedule (MPFS). For the 2025 calendar year, CMS
has proposed a 2.8% reduction to the conversion factor, a move that has met with sharp criticism from
organizations like the Medical Group Management Association (MGMA). This reduction is not an isolated event but
part of a multi-year trend that threatens beneficiary access to care.

The Technical Mechanics of the Conversion Factor

To understand the impact of these cuts, one must analyze the mathematical formula used to determine Medicare
payments. The payment for a specific service is calculated as follows:

Payment = [Work RVU + PE RVU + PLI RVU] &times; GPCI &times; CF

¢ Work RVU (Relative Value Unit): Reflects the relative time and intensity required for a physician to perform a
service.

* PE RVU (Practice Expense): Covers the overhead costs of maintaining a practice, including staff, rent, and
equipment.

¢ PLI RVU (Professional Liability Insurance): Accounts for the cost of malpractice insurance.

¢ GPCI (Geographic Practice Cost Index): Adjusts the RVUs for geographic variations in cost.

e CF (Conversion Factor): A fixed dollar amount that converts the total adjusted RVUs into a payment amount.

A 2.8% reduction in the Conversion Factor (CF)directly scales down the entire payment regardless of the
complexity or necessity of the service. In an inflationary environment where practice expenses (PE RVU) are rising,
a decreasing CF creates a scissors effect, narrowing the profit margins of independent family practices to
unsustainable levels.

The Primary Care Workforce Crisis: Contraction and Supply-Demand
Imbalance

According to the PCC Evidence Report 2023, the United States is witnessing a workforce contraction exactly
when the demand for primary care is peaking. Patients are increasingly seeking care to manage chronic conditions



that may have worsened during the pandemic, and there is a massive backlog of preventive care services. This
contraction is driven by several systemic factors:

1. Physician Burnout: The administrative burden, exacerbated by complex regulatory reporting, has led many
family physicians to exit the field or retire early.

2. Economic Disincentives: The widening pay gap between primary care physicians and specialists makes the
field less attractive to medical school graduates.

3. Aging Population: As the baby boomer generation ages, the prevalence of multi-morbidity increases,
requiring more intensive primary care management.

Analysis of Supply-and-Demand Issues

The supply-and-demand mismatch is not merely a numbers game; it is a geographic and socioeconomic issue.
Rural and underserved urban areas are disproportionately affected by the physician shortage. The Family Medicine
Philanthropic Consortium (FMPC) has attempted to mitigate some of these gaps through grant funding, but the
scale of the crisis requires broader systemic reform.

FMPC Grant Awards and the Role of AFP Constituent Chapters

The Family Medicine Philanthropic Consortium (FMPC) represents a vital mechanism for innovation at the local
level. Since 2006, the FMPC has awarded over $1,015,170in grants across 260 projects in 39 states. These grants
are specifically targeted at AFP (American Family Physician) Constituent Chapters and Chapter Foundations.

The Competitive Funding Process

The grant process is designed to identify high-impact projects that can be scaled or replicated. Projects often focus
on:

e Community Outreach: Bridging the gap between clinical settings and public health.
¢ Educational Initiatives: Training the next generation of family physicians in leadership and advocacy.
¢ Clinical Innovation: Implementing new technologies or workflows to improve patient outcomes in primary care.

Value-Based Care and Regulatory Guidance: The McDermott+ Perspective

In the evolving landscape of health policy, the shift from fee-for-service (FFS) to value-based care (VBC) remains a
primary objective for federal regulators. Strategic guidance from firms like McDermott+Consultinghighlights the
importance of analyzing Medicare and Medicaid flexibilities, surprise medical billing regulations, and the "Regs
&amp; Eggs" of federal policy.

Comparison Matrix: Fee-for-Service vs. Value-Based Care



Feature Fee-for-Service (FFS) Value-Based Care (VBC)

Incentive Structure Volume-based (More visits = More Outcome-based (Quality &amp;
revenue) Efficiency)
Risk Profile Minimal financial risk for providers Shared risk (Potential for bonuses or
penalties)
Patient Management Reactive/Episodic Proactive/Population Health focused
Documentation Focus Procedural coding (CPT) Quality metrics and HCC coding
Sustainability Decreasing due to CF cuts Increasingly favored by CMS policy

The Transition from COVID-19 Health Care Flexibilities

The pandemic necessitated a rapid expansion of healthcare flexibilities, particularly in telehealth and Medicaid
eligibility. The CMS Accomplishment Reportand subsequent evaluations by the Kaiser Family Foundation have
tracked the impact of these emergency measures. As these flexibilities sunset, providers must navigate the
"unwinding" process.

Key Flexibilities and Their Current Status

¢ Telehealth Parity: While many telehealth provisions have been extended, the permanent reimbursement rate
for audio-only visits and certain site requirements remain under legislative debate.

* Medicaid Redeterminations: The end of the Public Health Emergency (PHE) triggered a massive
redetermination process, leading to millions of individuals losing coverage, which in turn affects the payer mix of
primary care practices.

e Scope of Practice: Some states have maintained expanded scope-of-practice for nurse practitioners and
physician assistants, which helps mitigate the primary care physician shortage.

Community Health Nursing and Clinical Mental Health Integration

A comprehensive approach to the public's health must integrate Community Health Nursing and Clinical Mental
Health Counselinginto the primary care workflow. The JSON data highlights these fields as "elements of
effective” public health care. Mental health issues, often exacerbated by chronic physical conditions, require a
collaborative care model (CoCM).

Implementation Steps for Collaborative Care

1. Screening: Systematic use of PHQ-9 and GAD-7 tools in the primary care setting.

2. Care Management: Employing behavioral health care managers to track patient progress.

3. Psychiatric Consultation: Regular reviews of patient caseloads with a consulting psychiatrist to adjust
treatment plans.

4. Tracking Outcomes: Using a registry to ensure no patient "falls through the cracks."

Case Study: Addressing Supply-and-Demand through Local Innovation

Consider a hypothetical AFP Constituent Chapter in a Midwestern state facing a 15% decrease in primary care
availability. By leveraging an FMPC Grant, the chapter implemented a rural residency rotation program combined
with a telehealth hub. This project addressed the supply issue by incentivizing residents to stay in rural areas while



simultaneously increasing the capacity of existing physicians through virtual triage.

Failure Modes and Solutions in Practice Management



Operational Challenge Potential Failure Mode Technical Solution

Decreased CF Revenue Cash flow insolvency Diversification of revenue (CCM/PCM
billing codes)
Workforce Burnout Staff turnover Implementation of Al-driven scribes to

reduce documentation time

Regulatory Compliance Surprise billing penalties Automated Good Faith Estimate
(GFE) generation workflows

Patient Access Long wait times Open-access scheduling models and
PA/NP integration

The Broader Implications for the Future of Medicine

The data suggests that the survival of primary care depends on a two-pronged strategy: aggressive federal
advocacy to stabilize the Medicare Physician Fee Schedule and internal practice transformation to embrace value-
based models. The work of health policy directors, such as those at McDermott+Consulting, is crucial in translating
complex regulations like "surprise medical bills* and "Medicaid emergency reports" into actionable business
intelligence for clinicians.

Ultimately, the contraction of the workforce and the proposed 2.8% pay cut are symptoms of a system that
historically undervalued the long-term savings generated by robust primary care. Managed care organizations and
federal agencies must recognize that the cost of managing acute issues exacerbated by a lack of preventive care
far exceeds the investment required to stabilize the primary care infrastructure. As family physicians and community
health nurses continue to serve as the front line of the public health system, the integration of mental health
counseling and evidence-based policy analysis will be the determining factors in creating a resilient, patient-
centered healthcare future.

Success in this environment requires staying informed through resources like the AAFP Government Affairs
Weekly and the MMWR (Morbidity and Mortality Weekly Report). By understanding both the clinical (morbidity/
mortality) and the administrative (policy/grants) aspects of the field, primary care leaders can navigate the current
turbulence and ensure that the vital services they provide remain accessible to the populations that need them
most.
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