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Inadequate Reimbursement for Care Management
to Primary Care Offices
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and Lynn Alexanders, MSN, RN, FNP

Background: Care management in primary care can be effective in helping patients with chronic disease
improve their health; however, primary care practices are often challenged to identify revenue to pay
for it. This study explored the impact of direct reimbursement on the provision of care management in a
primary care physician organization.

Methods: Using data on expenses and health plan reimbursement during the initial 16 months of
care management implementation at 5 practices, we calculated the percentage of related costs that were
covered by payments. Qualitative data from interviews with practice members were used to identify their
perceived barriers to care management reimbursement and the impact of current reimbursement strate-
gies on service delivery.

Results: Direct reimbursement for care management covered only 21% of the costs. Reimbursement
varied by care manager background, patient diagnoses, insurer, and indication for the visit. Barriers to
gaining reimbursement included patient resistance to copay, clinician hesitation to bill for care man-
agement visits (for fear the patient may receive a bill), differential reimbursement policies of insurers,
and general lack of reimbursement for care management in many cases. Although practice-level quality
improvement incentives were an alternative means of supporting care management, because these in-
centives were not directly tied to the service of care management, they were used for other activities
ultimately supporting patient care.

Conclusions: This study highlights the need for sufficient reimbursement to initiate and maintain
care management for patients in primary care as proposed for service reforms under the Affordable
Care Act. (J Am Board Fam Med 2015;28:271–279.)
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Many patients in primary care have chronic condi-
tions such as diabetes,1–3 and many others have
health habits and risk factors such as tobacco use or
dietary habits that contribute to the development of
chronic disease.4,5 Patients offered self-manage-

ment support in the form of guidance and coaching
from a care manager (often called a case manager,
disease manager, or health coach6,7) show improve-
ment in their disease management and reductions
in their risk for complications.8–10 Despite evi-
dence demonstrating the benefits of care managers
embedded in primary care, most practices do not
have care managers available as part of their patient
care teams.11–13 A key barrier to broader use of care
managers is the lack of reimbursement to the practice.
If there are monetary savings at the practice level
resulting from patients’ participation in care manage-
ment, these typically do not accrue back to the prac-
tice in a fee-for-service payment structure.14–16

In Michigan, some insurers have taken steps to
reimburse primary care practices for care manage-
ment.17 In this study, we examined whether these
reimbursement mechanisms were sufficient to sup-
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port the costs of care management services and
explored issues related to perspectives of providers
and staffs related to billing and payment for care
management. Specifically, the current study de-
scribes the ability of a physician organization (PO)
to obtain direct reimbursement sufficient to cover
the cost of care management and the perspective of
the primary care practices regarding the financial
barriers to care management delivery. These per-
spectives are important because primary care opera-
tional and clinical leaders are the key decision-makers
determining whether care management is offered.
Even if care management is cost-effective from the
perspective of the payer or society in general, if it does
not maintain budget neutrality or demonstrate appre-
ciable revenue to the practice or practice organiza-
tion, it will be challenging to implement.

Methods
The current study was part of a larger evaluation of
processes, outcomes, and sustainability of chronic
illness care associated with the implementation of
the chronic care model (CCM)18 for adults with
diabetes and diabetes risk factors in primary care.
The CCM is a model for organizing primary care
such that the model elements (self-management
support, decision support, delivery system design,
and clinical information systems) work within com-
munity contexts to produce prepared proactive
practice teams and informed, activated patients
who can effectively work together to manage a
patient’s chronic condition. A PO in Southeast
Michigan partnered with the researchers, and 10
adult primary care practices were randomly as-
signed to the CCM intervention or usual care. For
the 5 practices randomized to the intervention, the
PO implemented CCM with a focus on practice-
based care management and electronic clinical in-
formation systems supporting care management as
the key elements to implementing CCM. Three
larger practices were assigned either a full-time
care manager or a combination of care managers
equaling full-time, and 2 smaller practices were
assigned a part-time care manager. Care managers
had training in nursing (LPN and RN), social work
(MSW) and dietetics (RD). The payer mix for the
5 practices was 24% Medicare, 5% Medicaid or
local primary care low-income insurance, 38%
commercial insurance (non-managed care), 32%
managed care commercial insurance, and 1% no

insurance/patient self-pay. Six practices were fam-
ily medicine and four general internal medicine.
Institutional review board approval was sought and
received at Michigan State University and the Uni-
versity of Michigan.

Identifying and Tracking Expenses
The CCM intervention costs were placed into a
cost center so that all expenses and revenues could
be tracked, accounted for, and analyzed. Although
grant funds supported some initial implementation
costs, the actual costs and revenues to the PO were
tracked as if there were no grant funding. Only
incremental costs that were directly attributable to
the care manager intervention were included. Salary
costs for individuals with significant time contribu-
tions to care management (including care manager
time, care manager supervisors, and IT staff) were
included proportional to their time involved in care
management. Physician and medical assistant patient
volume did not change in the period after the inter-
vention; therefore, their costs were not included.

Identifying and Tracking Revenue
The process of identifying opportunities for reim-
bursing care management was initiated by the PO
clinical director and insurance specialists. On the basis
of their review of policies of the insurers that held
contracts with the PO, 2 types of opportunities for
reimbursement or support of care managers were
identified: 1) reimbursement for activities in which
the care manager was directly involved (direct reim-
bursement), and 2) organizational reimbursement for
achievement of performance benchmarks for quality
care that could be influenced by the provision of care
management. Direct reimbursement for care man-
agement was tracked in detail. Table 1 describes the
direct reimbursement options.

Direct reimbursement opportunities often were
specific to the characteristics of the service provider
and were reviewed according to the discipline of
each care manager. For example, billing was avail-
able for nutrition counseling through Medicare for
dietitians, but that same billing was not available
for other educational backgrounds. Diagrams de-
scribing reimbursement opportunities were distrib-
uted to care managers who were responsible for
charge entry and receptionists who had a verifica-
tion role. Diagrams and reimbursement options in
each practice were discussed with physicians and
clinical teams.
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All care manager patient contacts were tracked
via the electronic medical record and practice man-
agement system. Care managers and other office
staff were trained to standardize billing processes
for every encounter (telephone or in person).
Checkout options were put into the care manager’s
work flow so that encounter time and event type
were accounted for, and both care managers and
reception staff could select the appropriate billing
code. After every care manager visit, an option for
billing was selected and submitted. If an insurer did
not reimburse for care management services gen-
erally or did not cover a specific service, a dummy
code was used to capture a charge for the encounter
and a bill was not initiated to the patient. Each
direct billing opportunity was tracked separately by
care manager, practice, and payer.

Qualitative Data Collection and Analysis
In addition to the revenue and expense data being
collected and reviewed, qualitative data were collected
and analyzed regarding the overall implementation of
care management, from which financial aspects of the
care management implementation emerged. These

data were collected via individual interviews with
key practice members representing roles involved
with care management (per practice: 1–2 physi-
cians, 1–2 medical assistants, the practice man-
ager, a reception clerk, and the clinical supervi-
sor) at baseline and 2 time points during the
intervention, as well as monthly interviews with
each of the care managers during the initial 6
months of the intervention. In addition, field
notes were taken during care manager implemen-
tation meetings held at the PO, which included
all the care managers and the director of clinical
quality improvement. Interviews and observations
were conducted primarily by the Principal Investiga-
tor (JSH), 1 of 2 qualitatively trained research assis-
tants, and occasionally another qualitative coinvesti-
gator. These data were transcribed and coded with a
series of a priori and emergent codes that identified
key factors related to the care management imple-
mentation using the qualitative analytic software At-
las.ti (www.atlasti.com). Three coders coded the data
and produced quotation outputs for the key themes;
and after the 3 separate analysts completed their in-
dividual coding and theme development, they com-

Table 1. Direct Reimbursement Revenue Opportunities for Care Management

Opportunity Description Issues

Care manager evaluation and management
as an independent provider

“Incident to” care of a provider. Allows
certain care manager types to bill
evaluation and management codes
for care manager work in
conjunction with the care of a
primary care physician

• Only certain professional types are allowed
to use this option, for example, RD and
Master of Social Work since they are
considered independent providers

Nurse or other provider visit (99211) Office visit for the evaluation and
management of an established
patient that may not require the
presence of a physician

• Does not pay that well for a visit that
often lasts a long time

T-codes Encounter-based billing that allows
specified allied health professionals
phone or in person visits for disease
management for patients with
specified chronic conditions

• Only some insurers have and pay on t-
codes

• Often involves patient copay
• Allows phone or in-person visit

Medical nutrition therapy (MNT)
provided by a registered dietitian (RD)

Nutrition counseling provided by
an RD

• Only used by an RD
• Limited number of visits (3 hours total

first year)
• Must have specific diagnosis (diabetes or

chronic kidney disease)
Per member per month fee payment Usually paid for an entire population,

set amount paid to the practice
whether care management is given
or not

• May be difficult to correctly attribute the
amount needed for the practice
population; some arrangements are based
on performance metrics achieved

Medicare wellness Completion of wellness visit as
specified by Medicare

• Must be enrolled in Medicare anytime in
first year

• Visit requirements for assessment and
prevention plan

RD, registered dietician.

doi: 10.3122/jabfm.2015.02.140207 Inadequate Reimbursement for Care Management 273

 on 2 M
ay 2025 by guest. P

rotected by copyright.
http://w

w
w

.jabfm
.org/

J A
m

 B
oard F

am
 M

ed: first published as 10.3122/jabfm
.2015.02.140207 on 6 M

arch 2015. D
ow

nloaded from
 

www.atlasti.com
http://www.jabfm.org/


pared their findings and interpretations to derive a
consensus. Financial reimbursement issues emerged
as a key factor and were further analyzed during
regular team meetings of the qualitative analysis
team.19,20 Member checking was used with key prac-
tice and organizational members to determine the
appropriateness of the themes identified.

Results
Costs and Sources of Reimbursement for Care
Management
The study period for this article was the 16 months in
which the intervention was active from March 2011
through June 2012. Expenses included care manager
salary and fringe, supervisor (10%) and IT support
(5%), salary and fringes, and supplies and equipment.
The total was $427,026 or $85,405 per practice or
$604.85 per enrolled patient. The expenses included
the intervention preparation time during which the
practices and care managers were attending training,
determining work flows, and developing resources.
Thus, $44,475 of the total cost, which accounts for
the first 2 months of salary and fringes, was attributed
to this start-up period. Revenue results are reported
in several ways: Table 2 reports the reimbursement

based on allowable billing codes of each of the options
for supporting care management; Table 3 reports the
reimbursement by care manager type.

The results indicate that care management was
insufficiently supported by direct reimbursement,
with actual revenue received covering only 21% of
the cost of the care management intervention. Just
more than 68% of billed services were actually col-
lected with the highest reimbursement associated
with t-codes at 93% collected and the worst being the
care manager evaluation and management (E & M) at
58%. Therefore, the larger the practice, the greater
were the gaps in reimbursement. Services provided by
the registered dietitian were more likely to be reim-
bursed than services provided by care managers with
other professional backgrounds. Services provided to
patients with diagnoses of diabetes were the most
likely to be reimbursed, while services for patients
with diabetes risk factors such as obesity but no dia-
betes diagnosis were frequently not reimbursable.

Themes Identified from Qualitative Interviews
Patient Copayment, Coinsurance, and Deductible Issue
Interview participants frequently noted that they of-
ten did not know at the time of the care manager visit

Table 2. Care Management Direct Reimbursement Revenue Billed and Collected

Opportunity Code and Per-Unit Revenue Billed Collected

Care manager evaluation and management billing variable $66,393 $38,276.01 (58%)
Allied professional visit 99211, $35 $25,168 $15,186.15 (60%)
T-codes 1015, $70

1019, $35 per 15 minutes with a maximum of 2
$37,158 $34,413.60 (93%)

Registered dietitian medical nutrition therapy 97802, $35
97803, $32

$3,420 $2,287.15 (67%)

Per member per month fee payment Not applicable $0 $0
Medicare wellness visit G0402, $191; G0438, $208; G0439, $137 $0 $0
Total $132,139 $90,162.91 (68%)

Table 3. Care Management Direct Reimbursement by Care Manager Type

Care Manager Type
Nurse (LPN and RN) 2.45 Full-Time

Equivalent (FTE)
Social Work

0.6 FTE
Registered Dietitian

0.9 FTE

Care manager evaluation and management 0 $5,870.16 $32,405.85
Allied professional visit $12,662.26 $1,790.28 $733.61
T-codes $16,420.06 $2,268.39 $15,725.15
Medical nutrition therapy 0 0 $2,287.15
Total revenue collected $29,082.32 $9,928.83 $51,151.76
Per FTE $11,870.33 $16,549.72 $56,835.29
Per patient enrolled $69.24 $84.86 $302.67

LPN, licensed practical nurse; RN, registered nurse; FTE, full-time equivalent.
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whether the patient would need to pay a copayment
or how much that copayment would be. More gen-
erally, the complexity of insurance reimbursement
rules and the variations among payers on coding cre-
ated a confusing system of verification of covered
services for office administrators and care managers,
and this confusion in some cases limited access to the
service. Copayment amounts varied from zero to US
$30 per visit, with the average being US $20. The
variable amounts were related to the type of patient
insurer, the level of coverage, and overall purchased
plan design. A few providers refused to have their
patients billed directly for care management services
because they believed that such billing would nega-
tively impact patient satisfaction with the practice.

Patient copayments clearly were a barrier in 2 prac-
tices serving a higher proportion of low-income pa-
tients, and care managers reported that some patients
either refused services or discontinued care manage-
ment due to the associated out-of-pocket costs. Care
managers speculated that patients may perceive care
manager visits differently than visits with the physi-
cian and therefore may not be willing to pay for
services seen as less important than a physician visit.
Table 4 lists salient quotations from interviews with
practice members illustrating these points.

Lack of Reimbursement for Primary Prevention
Reimbursement opportunities were available in
some cases for patients with established chronic

Table 4. Issues Due to Cost of Care Management

Issue Illustrations

Patients not willing to pay for care manager
services

Care manager: “Well, all of a sudden she got a bill for like a $120 � and that
was the end of that. She told me that she would come back and see me
when she got that bill paid off, but I don’t look for her to call me up. � so
that was one of my success stories you know that I was really kind of
clicking along with her, and I was seeing regularly.”

Care manager: “And frankly I don’t think that patients yet get that a nurse
visit is worth any money. Now you and I know that a nurse visit can be
packed with a lot more information, support, training, motivation than a
provider visit, but the patients don’t get that. They’re not used to thinking
in terms of paying a nurse for anything, so they don’t value it.”

Physicians not referring to care managers
due to concern about payment from the
patient

Interviewer: “So you were getting actual feedback from the patient saying I
can’t afford this?”

Physician: “Or a phone call where they called the front staff and they said
patient cancelled visit due to cost. Yeah so I mean even if we have like 2
or 3 insurances that are on board, and say we want to get these people all
the help they need because they cost us less money when their diabetes is
well-controlled. Then we’ll say fine.”

Receptionist: “I think �the patient� saw �care manager�, and we billed for the
visit. It was like $212 or $230 and �the patient� ended up getting the bill,
and he was really upset about it � so I think that may have affected
referrals. The �providers� are hesitant to refer because they really, our
patient population down here isn’t, you know we have a lot of Medicaid, a
lot of indigent patients. So they’re really hesitant to refer if they think the
patient’s going to get stuck with the bill.”

Problems of uncertainty about payment and
what can be billed

Physician: “First thing they want to know though is how much is this going
to cost?” Interviewer: “And then what do you say?” Physician: “I don’t
always know because I don’t know what kind of copay they’re going to
have or what is covered. What isn’t covered? And I can tell them I don’t
know, but my front desk will try to help find that out.”

Care manager: “I think that the whole money thing needs to be a little more
clearcut from the beginning. A patient needs to know up front whether
there’s going to be a charge, how much of a charge there’s going to be.
When they’re expected to pay it? In this state of the economy, people
don’t like surprises, and when the front desk staff says well we’ll have to
submit it and see what they pay. People don’t want to know that.”

Receptionist: “Who qualifies for what? What insurance pays for what? What
codes get done? What does �the care manager� bill? How does she bill it?
If she doesn’t bill it, is the patient going to get this? Do they have to pay
a copay? Can they be seen 2 visits in 1 day? That’s a disaster. If they have
a blood draw the same day as �the care manager�, �the care manager’s� the
rendering, which she’s not an MD, so she can’t order blood. She can’t
order micro albumin, so then it has to have 2 encounters which link
together, and then it has to be processed backwards, and it’s a nightmare.”
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disease (such as diabetes or kidney disease) but were
lacking for patients without established disease
(such as obesity). At the time of the study, there
were only limited codes for treatment of obesity as
a primary diagnosis; generally, the only codes that
actually paid were those provided by the RD and
only for patients who actually had diabetes or
chronic kidney disease. Since that time, there are
payable codes such as Medicare Intensive Behav-
ioral Therapy for Obesity.21

Care Manager Staffing
As noted above, care managers with different edu-
cational backgrounds were eligible for different re-
imbursement opportunities. Licensed social work-
ers are viewed by insurers as independent providers
who could bill separately and at a higher level than
registered nurses. They could bill separate E & M
codes as providers when meeting the “incident to”
requirements. For dietitians, there are dedicated
medical nutrition therapy codes for the services
they perform. Interviewees noted that care must be
taken in properly scheduling patient visits to meet
billing requirements. For example, if the patient
had Medicare, they could see the care manager and
their primary provider the same day, but if the
patient had another type of insurance, they had to
receive services on 2 separate days to qualify for
reimbursement of both encounters. Respondents
noted that nurses and social workers were only able
to bill under the t-code or nursing code mecha-
nisms at a substantially lower reimbursement rate
than what would be received if the service were
delivered by a physician. An advantage of t-code or
an E & M code was that these codes could be used
the same day as a physician visit, allowing the care
managers to see patients right before or after a
physician visit, providing convenience for the pa-
tient and facilitating team care.

Implementation Success and Reimbursement Capture
Implementation of care management can be af-
fected by many issues including organizational
changes such as mergers, leadership, and staffing
changes; electronic medical record upgrades; and
organizational factors such as provider support for
care management. Care managers who had a rela-
tionship with the practice before changing job
functions generally were able to launch a caseload
in a shorter time than those new to the practice.
The delay in filling a schedule also had an impact

on the ability to realize full revenue if slots were
left open. The patient response to care manage-
ment also greatly impacts how well the care man-
ager is used. This patient response then has an
impact on the funding of the service because of
the number of patients that use it. In this study,
interview data highlighted these issues and the
resultant differential uptake of the care manager
intervention by practice, which affected the care
manager panel size and ultimately impacted re-
imbursement.

Organizational Reimbursement Opportunities
Although this study focused on direct reimburse-
ment opportunities, mechanisms for primary care
practices to capture revenue from quality improve-
ments that are the result of the presence of a care
manager may be available. The PO may decide to
attribute some or all these funds to covering the
costs of care managers. Generally, these fall into 3
categories: uplifts to all payments based on meeting
designation as a patient-centered medical home,
base payments for achieving quality metrics, and
additional payments for achieving benchmarks re-
lated to service delivery and clinical values. In this
study, the PO received uplift in E & M coding of
20% for achieving a patient-centered medical
home designation through 1 insurer. They also
received incentive payments in incremental levels
for having a provider’s panel of patients achieve
service benchmarks such as the percentage of pa-
tients with diabetes receiving an A1c test or reach-
ing a certain percentage of the patients with diabe-
tes with an A1c under 8.0—all benchmarks that are
typically more successful among patients receiving
care management.22–26 However, the PO partici-
pating in the current study used these funds in
other ways (ie, supporting IT development) rather
than to cover the cost of care managers. Because
some of these incentives are likely to improve with
the use of care managers, but do not require a care
manager, many POs choose not to hire them. This
is not to diminish the importance of these quality-
improvement payments or the ultimate benefit they
provide to improving patient care. By unloading
this financial hit from practices, the POs are able to
invest in other resources. Examples of organiza-
tional reimbursement opportunities are outlined in
Table 5.
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Discussion
The results of this study reveal that direct billing
fell far short of care manager costs during the initial
16 months of implementation of this intervention.
Payment for care management to primary care
commensurate with its benefits to practice effi-
ciency and patients are a must if care management
is to continue.27 Primary care physicians and their
organizations already earn less relative to their spe-
cialty partners, thus further burden is untenable.28

An extensive literature search identified little infor-
mation regarding mechanisms for funding care
managers, although the need to do so is recog-
nized.29–31 Initiatives such as the Michigan MiPCT
Demonstration Project (www.mipct.org)32 and the
Comprehensive Primary Care Initiative (http://
innovation.cms.gov/initiatives/comprehensive-
primary-care-initiative/) are exploring avenues for
payment, but established mechanisms as yet gener-
ally do not exist within the fee-for-service payment
system.

Additional research is needed in other settings
with other insurance situations as well as with other
disease conditions and using different care manage-
ment models. Vertically integrated health care sys-
tems have the potential to reap the benefits of
savings “down the line,” benefitting from patient’s
improved disease management; however, in a fee-
for-service environment where primary care prac-

tices receive reimbursement for the services they
provide and not a financial benefit for savings to
other parts of the health care system, there must be
other mechanisms to provide coverage for the costs
incurred for care management at the primary care
level. The findings from this study also suggest that
direct reimbursement for care management visits
rather than simply quality improvement incentives
to the organization are needed. Since the comple-
tion of this study, health insurers are testing out per
member per month payment for care management,
which may prove a more productive vehicle for
payment to primary care for this aspect of popula-
tion management.33 The new Centers for Medicare
and Medicaid Services billing code for care man-
agement to be released in 2015 may be an avenue to
reimbursement for primary care.34,35

Another area that may deserve exploration is
related to productivity. For example, shifting some
of the work of the physician to the care manager so
that the physician has the time to see (and bill for)
more patients.16 This option has existed for some
time and has not taken hold, suggesting that it is
not a reasonable solution; however, it may be par-
ticularly useful for primary prevention issues such
as weight loss and smoking cessation. We were
disappointed to find few options for direct reim-
bursement for patients with a primary diagnosis of
obesity in the absence of other chronic conditions.

Table 5. Organizational Revenue Opportunities Potentially Attributable to Care Management

Opportunity Description Issues

Per-unit quality incentives for service
provision

Money per person for
completing testing or
services recommended, eg,
$10 per member for each
health plan member who has
diabetes and has annual eye
exam

• Patients may not participate in services
for reasons unrelated to the primary care
physician or the care management
services are not effective in encouraging
this participation

• Requires ability to capture population-
based data and report

• Only some insurers do this
Per-unit quality incentives for

meeting clinical benchmarks
Money per person for meeting

clinical benchmarks, eg, $50
per member for each health
plan member who has blood
pressure �140/80 at last
physician visit of the year

• Requires patient to make health behavior
changes, and they may be unable or
unwilling to do so or the care
management services may be ineffective
in encouraging these changes

• Requires ability to capture population-
based data and report

• Only some insurers do this
Patient-centered medical home

designation
10% uplift in evaluation and

management billing for all
services if designated

• Only occurs yearly
• Designation line conveys “in” or “out” of

designation and difficult to attribute to
care management services only to meet
designation

• Requires up-front investment
• Only one insurer pays for this at present
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Yet, patients are highly desirous of weight loss and
exploration of the primary care practice as an ave-
nue for weight loss is something for which some
patients may be interested in paying out of pocket.

Limitations
The current study was completed in 1 PO in 1
state, and the payment policies for the insurers
described here may not represent those of other
geographic areas. Although this PO had a variety of
insurers and insurance options, it was largely a fee-
for-service system with limited managed care. An-
other limitation of the current study is that only direct
billing options were tracked. Although organizational
revenues were available for quality improvement, the
PO for this study did not consider organizational
incentive reimbursement as directly attributable to
the care manager intervention, and we suspect that
this PO is typical in that more general PO incentives
for quality improvement are likely insufficient to
incentivize practices to use sufficient numbers of
care managers. Because the current study included
only 5 practices and 5 care managers, results may
be different in other environments, even if market
constraints are similar. However, the detailed cost-
ing and qualitative interview data from the current
study make an important contribution to how best
to promote care management under health care
reform. We believe this to be an example of an
effective intervention, given patient results indicat-
ing clinical improvement.

Conclusions
Our results supported the widely held perception
that care management reimbursement is inade-
quate to fully cover the costs of implementation at
the practice level in a fee-for-service payment sys-
tem. Careful thought and likely policy changes are
needed so that this important aspect of patient care
can be implemented and sustained in primary care
practices.

Thank you to the care managers and staff at the participating
practices for their participation in this study.
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