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ABSTRACT

THE INFLUENCE OF HEALTH REFORM ON “DIRECT PAY” MEDICINE
Divya Srinivasan, PhD Candidate
George Mason University, 2014
Dissertation Director: Dr. Naoru Koizumi
This dissertation focuses on “direct pay,” which is a new business model that
revolutionizes the practice of traditional medicine, by delivering individualized, patientcentered care (with services, such as house calls, 24/7 access to the physician, and sameday appointments) in return for a recurring membership fee, which is not covered by
health insurance plans. The purpose of the study is to analyze how two characteristics of
direct pay practices — 1) organizational identity of “pure practices” (direct pay-only
practices) and “hybrid practices” (practices with the direct pay services, as well as
managed care services for patients with health insurance) and 2) the presence of Fee-forCare or Fee-for-Service payment models in the practice — impact the perception and
utility of health reform policies, health information technologies, and organizational
culture. Direct pay may produce a public policy solution to the administrative, financial,
and regulatory troubles faced by traditional, private medical practices in the U.S, while
also demonstrating that new government policies need to be devised to aid and
incorporate direct pay practices in the political economy.

x

CHAPTER 1: INTRODUCTION

The purpose of this section is to discuss a new field of medicine and business
model for private practices, known as “direct pay,” which may provide policy solutions
to the challenges encompassing many private health care practices, especially those in
primary care. Many of the economic, technological, and social challenges faced by
traditional, private practice physicians (especially those in primary care) may be due to
the influences of the Patient Protection and Affordable Care Act (PPACA, or ACA) that
was written into law in 2010. Physicians of direct pay practices, which are also
referenced and categorized as concierge medicine and direct primary care (DPC), may
have unique attitudes and may be taking unique actions toward recent health reform and
health information technology (HIT) policies, which allows these practices to adapt and
survive, compared with traditional private practice. In order to analyze this phenomenon,
it is important to study direct pay physicians’ perceptions and actions in the care delivery
and financial reimbursement process. The phrase “direct pay medicine” is used
interchangeably with “direct pay” and “retainer medicine” throughout the study to
suggest the most common umbrella term to represent the field and genre of direct pay
services that must, at least in part, operate on a retainer medicine basis.
Through a short introduction and background on the ACA, I deduce the
implications of the ACA specific to private practice, especially for primary care
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physicians (PCPs). I propose the incentives that private practice PCPs have to participate
in direct pay, rather than traditional forms of private, preventative medicine. I provide a
short description of direct pay care and its characteristics, by suggested differences across
“pure,” “hybrid,” “Fee-for-Care (FFC),” and “Fee-for-Service (FFS)” forms of care.
Then, I provide my statement of purpose and reason for new contribution to the field,
which is to illuminate a potential policy solution to the social, economic, and
technological challenges faced by traditional primary care. The statement of the purpose
is followed by the research objective and research questions, which include the three
major hypotheses for the study. The research question has been framed after analysis of
the theories that pertain to direct pay and the current data and limitations of previous
research on direct pay in journal articles, news articles, and books.
Background and Statement of the Policy Problem
Effective March 2010, the ACA has made important economic, technological, and
social influences on the U.S. health system, including the state of primary, preventative
health care. This law focuses on a new objective: prevention. The focus on prevention is
integral to the analysis of the ACA, as the consequences of the law affect the supply and
demand of health care for individuals. Placing the spotlight on prevention also suggests
the goals of health reform, which have focused on improving health care delivery, quality
of care, and reduced costs through the “iron triangle” and “triple aim” of health care. The
hope is that through provision of stronger primary and preventative medicine, there will
be earlier diagnosis and prevention of chronic conditions, a society that has a preventative
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care ethic, reduced emergency room visits, greater efficiencies in our health system, and
in the long run, reduced health costs.
There are a number of major stakeholders affected by the ACA. These
stakeholders include the physicians and health providers, patients, third party payers,
small businesses, and health information technology (HIT) vendors. For the purpose of
my study, I focus on the physician as the primary stakeholder, and provide an in-depth
analysis of how the ACA influences the physicians, especially those in traditional health
care practices that operate on a managed care or insurance-based model. I then explore
how physicians have considered alternate models of care delivery.
There is evidence to suggest potential policy problems that affect physicians,
particularly private practice physicians from the ACA legislation. I have briefly
documented the economic, technological, and sociocultural influences of the ACA on
small practice physician providers from the ACA, which have been proposed by Meritt
Hawkins in the Physicians Foundation Survey in 2012, and Deloitte Center for Health
Solutions’ survey of physicians in 2011, discussed next. By pointing out these influences,
I then proceed to my primary focus of the study, the “purpose” of the study, which is to
learn more about direct pay as a policy solution for the goal of prevention and enhancing
access to primary care.
The ACA has had particular implications for a number of stakeholders. As the
research is expansive on all the various influences that have occurred and may occur for
these different stakeholder groups, I narrow my analysis to one particular stakeholder
group: the physician (specifically, PCPs in the U.S.). This section includes the a)
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economic, b) technological, and c) sociocultural policy implications of the ACA on
physicians. The economic influence of the ACA that I choose to focus on is the effects of
the ACA on the supply and demand of PCPs. The technological influence of the ACA is
the increased health information coordination and collaboration networks, such as the
creation of the health information exchanges (HIEs), which require increasing use,
connectivity, and implementation of HIT systems. The sociocultural influence on
physicians is the presence of a new cultural model of care called the patient-centered
medical home (PCMH) model in health organizations. Once I analyze these major policy
implications and alternatives in this section, I introduce a possible policy solution that has
not been studied in detail, the growth of a new business model known as direct pay,
which will serve as the “purpose” of my study, and then will be further elaborated on in
the sections to come.
a. Economic Influence of the ACA: A Shortage of Primary Care Physicians
Through the introduction of the ACA and requirements for universal health coverage,
the health system will be influenced by a sudden influx of new patients that will need
health care services, including newly insured patients of private and government
insurance plans, individuals who want to utilize the new, free and low-cost preventative
care services provided through the ACA (Richard Cooper & Thomas Getzen, 2002), and
individuals who are looking for other alternatives to meeting their health care needs in a
personalized manner.
The New York Times published an article suggesting an increase in the rate of failed
and closed private practice clinics across the U.S. in the last decade, with evidence from
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doctors suggesting losses in reimbursement and collections rising 20 percent in the last
few years, and evidence from the Medical Group Management Association (MGMA) that
shows that many physicians have opted out of private practices and gone back to working
for hospitals between 2002 and 2008 (New York Times, 2010; MGMA, 2009). A
concomitant potential policy problem, as suggested by the article, is that the estimate in
the number of private practices closing down may only be exacerbated by the ACA
(Ibid).
Primary care private practice is particularly in decline, as the estimated shortage of
PCPs has reached 52,000 physicians who will be newly receiving insurance coverage
from the ACA. These pressures are exacerbated by regulatory reforms from the ACA
(Petterson et al., 2010). A potential policy solution, known as the “direct pay” business
model, could reduce financial and administrative burdens of traditional private practice,
especially for primary care and may help physicians stay in practice to meet the
expanding demand of nearly 34 million patients. Current trends suggest that the number
of direct pay models of private practice for primary care increased by 10% in the last year
alone (Concierge Medicine Journal, 2013; The Physicians Foundation, 2012). An
increase in health insurance coverage places a focus on increasing the supply of providers
of care. The Deloitte Center for Health Solutions produced a report on physician attitudes
toward health reform, and suggests that physicians have primarily negative attitudes
toward changes from health reform and its impact on the future of medicine. For
example, the study suggests that health reform will: 1) increase access to government
insurance programs; 2) reduce primary care and specialists’ income from “payment
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reform, such as bundled payments and performance-based incentives”; 3) reduce demand
for traditional PCP physicians and increase demand for “mid-level providers” such as
Registered Nurses (RNs) and Physician’s Assistants (PAs); and in turn these factors may
4) reduce the quality-of-care delivery. This section provides reasons for the growing
shortage of private practice, PCPs, and some policy solutions that have been provided by
the government, policy makers, and researchers.
The U.S. is facing shortages of nearly 33,000 physicians in primary care, when
accounting for population growth alone (Petterson et al., 2012). An additional 18,000
physicians are needed to support the elderly and those previously uninsured in the
aftermath of the ACA (Petterson et al., 2012). Access to a primary care physician is
affected by this shortage and will be more so affected during the post-ACA period unless
there are efforts to increase the supply of PCPs. The aging of the U.S. population also
leads to greater emphasis on PCPs who can provide chronic care, holistic forms of
treatment, pain management, and therapy for populations who do not require a
specialists’ attention (Petterson et al., 2012).
Primary care has influences on various health outcomes, such as: “cancer, heart
disease, stroke, infant mortality, low birth weight, life expectancy, and self-rated health”
(James Macinko, Barbara Starfield, & Leiyu Shi, 2007). Trends suggest that an increase
in “one primary care physician per 10,000 population was associated with an average
mortality reduction of 5.3%” (Macinko et. al, 2007). Targeted efforts need to be made to
improve the shortage of primary care providers because it could have important
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influences on the state of the U.S. society’s health and could drive down costs. A few
reasons for the shortage are provided next.
The causes of the shortages in primary care include the disinterest in primary care, the
fact that primary care is not tied to high incentives and salaries, and the administrative
burden, which is high in primary care. For example, Mark Schwartz, Steve Durning,
Mark Linzer, and Karen Hauer (2011) suggest that many medical student residents are
disinterested in practicing general, family, or internal medicine. In a recent study by
Schwartz et al. (2011), only 2% of internists planned to practice general medicine. These
students were more likely to think that there is greater stress/workload and less
remuneration in internal medicine than with other careers, which is what fueled the
disinterest in that career path. A policy solution proposed by the ACA is an investment of
$168 million in primary care residency programs. Yet, Petterson et al. (2012) suggest that
such policies will only create around 500 new physicians (at the most) per year, resulting
in only 5,000 new physicians in the next decade. Due to insignificant evidence that the
medical school process will change to overcome the shortage of PCPs, Adam Hofer, Jean
Abraham, and Ira Moscovice (2011) recommend the use of telemedicine, health
technologies, and team-based care as ways to increase presence of primary care.
Other potential reasons for the shortage of PCPs is dissatisfaction in primary care
from a high presence of burnout (due to viewing high numbers of patients a day), large
amounts of regulatory paperwork, and high levels of reimbursement and billing hassles
with insurance companies, which may only be reinforced by the ACA. The bureaucratic
burden that is shouldered by PCPs has also been suggested to be higher than that
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shouldered by other specialties (Colin West, Tait Shanafelt, & Joseph Kolars, 2012). The
fact is that PCPs, especially those in small practices that do not have administrative help,
have to handle many of the administrative and clerical roles on their own, including the
high level of paperwork and investment of time on insurance company documentation,
“navigating drug formularies,” and filling out health or disability forms. Financial
burdens are also present. Norm Wu, CEO of i-Human Patients, a HIT/e-learning
company, stated that “an astonishing 40% of every dollar spent on primary care goes
toward paperwork – either on the provider or insurer side – to complete the insurance
reimbursement process” (Xconomy News, 2009). There is reason for traditional forms of
PCPs to switch to forms of care that may wipe out the health insurance intermediary,
which would reduce bureaucratic burdens substantially. Direct pay offers such a solution
(West et al., 2012; MedPAC, NORC, & Georgetown, 2010).
Direct pay does not require reimbursement through insurance companies nor does it
require the need to wrestle with Medicare and Medicaid if the practice chooses not to
accept these forms of insurance. Paperwork interferes and places a strain on the patientdoctor relationship in traditional primary care due to health insurance paperwork, billing,
claims, and malpractice. On the other hand, the direct pay patient-doctor relationship is
treated very differently. Direct pay physicians take it upon themselves to deliver high
quality care and develop a seemingly strong relationship with their patients. Peter Clark,
Jill Friedman, David Crosson, and Matthew Fadus (2011) come to the conclusion that
concierge care may greatly reduce the administrative burdens in primary care, especially
for smaller practices that run administrative and clinical departments themselves (Clark et
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al., 2011). Direct pay physicians provide care to fewer patients yearly than the traditional
forms of care, which also reduces the traditional number and types of problems faced in
direct pay care.
Focusing on small practice physicians and helping them develop a new way of
practicing medicine (through direct pay care) may be a potential policy alternative to
using third party payers and, eventually, tax payer dollars to support the current health
system, which is what is occurring. The federal policy solutions currently identified
include federal investments in primary care training and residency programs, as well as
federal funding toward geographically disadvantaged areas. These policy solutions have
not generated high benefits as of now (Petterson et al., 2012). Thus, I propose the policy
solution of direct pay care, which may make primary care seem lucrative and less
problematic to medical school internists and current primary care practices (from fewer
third party payer constraints), which is discussed in greater detail in Section 2 (Steven
Knope, 2012).
Next explored is the ACA’s technological implications, illustrated through examples
of the creation of HIT policies, Meaningful Use (MU) standards, and an integrated
network of health care through the electronic health information exchanges (HIEs).
b. Technological Influences: HIT and HIEs
The ACA has made HIT a major focus in its legislation and has led to important
forms of communication in the exchange of health information. The formation of an
electronic “HIE” is the basis for competitive markets of health care, health insurance,
new providers, and new business models that can participate on the exchange. The
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presence of the HIEs differs by state, which may limit or allow some states to participate
more than others, depending on the states’ views toward health care and its financial
competitiveness. Because the HIEs are so closely tied to HIT initiatives, I provide a brief
overview of the HIT legislation before discussing the ACA’s health information
exchanges.
Funding from related legislation of the American Recovery and Reinvestment Act
(ARRA) of 2009, which also provided stimulus to the Health Information Technology for
Economic and Clinical Health Act (HITECH Act) of 2009 has been monumental in
bringing about an open policy window, resources, and funding for new HIT initiatives.
One of the central provisions of the HITECH Act is the focus on technology adoption,
and more importantly, the “MU” of HITs, with a focus on electronic medical records
(EMRs and electronic health records (EHRs), which are defined and discussed in the
literature review in Section 2). The objective of MU, as stated by the Office of National
Coordinator for HIT, is the “spread of electronic health records to improve health care in
the United States” through accurate health records, better access to health information,
and patient involvement and empowerment in their health information. MU standards are
new regulations requiring physicians and health professionals to utilize HIT to its fullest
capacity, including a number of objectives that will provide successful collaboration with
other organizations and an electronic health infrastructure. In return, practices correctly
adopting, implementing, and using the technology, while also sharing specific core,
menu, and quality measures, are provided with financial incentives for utilizing the
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technology. The way that the ACA is connected to the HITECH Act and the promotion of
electronic health information is through the HIE, which is shown in Figure 1.
The depiction in Figure 1 discusses integration of the HIEs with HIT adoption and
also suggests the importance of electronic health/medical records, or EHRs (also known
as EMRs), which are the focus of the HIT adoption in the community because they are
expected to drive quality and efficiency. In return for MU of the EHRs, providers receive
incentives if they meet stated requirements, including the presence of Medicare and
Medicaid patients in the provider setting (e-Care Management, 2013).

© e-Care Management
Figure 1: Changes to HIEs from the ACA

Many large organizations and hospitals have been focused on MU, compliance to
confidentiality and privacy laws such as Health Insurance Portability and Accountability
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Act (HIPAA), and the ACA, through an integrated framework, which is the objective of
the ACA diagramed in Figure 1. Yet, a lack of financial capital and regulatory incentives
have posed barriers to achieving many of the components in Figure 1 for small practice
providers. Some studies also suggest many small practices have closed down and are
being acquired by larger organizations because of their inability to handle the transition
to EHRs, participate on the HIEs, comply with HIPAA, and remain competitive in the
market (Cooper and Getzen, 2002; Fontaine et al., 2010). This may be another reason to
explore the presence of direct pay, to explain how direct pay practices have grown, and
determine whether they are remaining adaptive to the regulatory climate surrounding
them.
To summarize, many studies have suggested the current and future technological
influences of the post-ACA health system, including its inability to utilize new
technologies and government policies, potentially due to the capital and technical
capabilities that vary across small practices. With the presence of the ACA and the
growth in HIT, there is one more effect from the ACA: the sociocultural concept of the
patient-centered medical home (PCMH), which is discussed next in (c).
c. Sociocultural Influences: PCMH
There are sociocultural influences from the passage of the ACA, because of new
guidelines and objectives that create a transformed culture in health care practices, with a
focus on prevention. The PCMH model of care is one such cultural phenomenon that
deserves attention, as it may have important implications on small practices.
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The Agency for Health Research and Quality (AHRQ) defines PCMH as
organizations that provide “primary health care that is relationship-based with an
orientation toward the whole person” (AHRQ, 2013). The following attributes are part of
the PCMH model (AHRQ, 2013):
1) Patient-centered care;
2) Comprehensive care;
3) Coordinated care;
4) Superb access to care; and
5) A systems-based approach to quality and safety.
These attributes suggest that: 1) patients are supposed to be the main focus of care
(rather than providing a minimum standard of care); 2) care is to be delivered in a holistic
manner, coupling short-term and chronic examinations and symptoms; 3) records of care
need to be easily coordinated and delivered across a number of care providers (hospitals,
specialty care, and emergency medicine), which is best done via an electronic portal; 4)
the assumption that efficient and timely access to physicians exists; and 5) an expectation
of a “systems-based information sharing” or the presence of population health
management and evidenced-based clinical studies in data recording and analysis.
The PCMH model has been a recent phenomenon, even though it was introduced
nearly 4 decades ago by Charles Kilo and John Wassan (2010). Kilo and Wassan (2010)
discuss the introduction of PCMH “practice redesign efforts” during the transition from
paper to EHRs in the early 1970s. Examples of practice redesign efforts that support a
transition to PCMH may include: “ongoing assistance from a change facilitator, on-going
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consultation from a panel of experts in practice economics, HIT, quality improvement,
discounted software technology, training, and support” (Paul Nutting, Benjamin Crabtree,
Carlos Jaen, Elizabeth Stewart, & Kurt Stange, 2009).
Practice redesign efforts provide a foundation for putting quality first in health care,
and have led to models like the Chronic Care Model (CCM) (Kilo and Wassan, 2010).
The CCM supports integrated networks of care between patients, providers, the
community, and the technologies used, and is an example of the technology diffusion
theory in Section 2. Kilo and Wassan (2010) find that there was a 30-year lag between
understanding how to produce a model with PCMH and the actual creation of such
models, which has led to slow and unsatisfactory change in implementing a PCMH.
The PCMH has been more forcefully implemented by the ACA because of the
importance of quality care objectives and redesigning practices to support patientcentered outcomes. Kilo and Wassan (2010) provide examples of the short run challenges
that have been faced from the PCMH, including “decline of the primary care workforce,
unrealistic expectations, and the role of the patient.” Because primary care is a central
part of the PCMH model, the lower numbers of PCPs and lack of policy initiatives to
support any growth in this field has led to problems with implementing PCMH. Without
a strong workforce, PCMH cannot become a lasting answer; rather, Kilo and Wassan
(2010) suggests the possibility that it will just be the “latest fad” in health reform that
may die off without support. Looking at the patient, the importance of patient satisfaction
and involvement in PCMH models is especially difficult to measure, as research is
lacking in this arena. Patient involvement is equally important for the PCMH to be a
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strong model of care, which is what makes the PCMH strong in theory but difficult in
practice.
The goals of PCMHs may at times conflict in prioritizing the community versus
individual patients. Nutting et al. (2005) identify the importance of an organization’s
“adaptive reserve,” the characteristics that represent important organizational criteria in
order to practice productively and competitively using a PCMH model. Some examples
of an adaptive reserve include: shared leadership, relationship building, and attention to
the local environment. A strong structural core that will then lead to other changes is
more important than a top-down physician – driven change that many organizations
seems to have. Developing a plan to establish change is tantamount, something that small
practice physicians will have a hard time doing without proper resources, information
exchange, and interest in their futures. For this reason, I have placed a sociocultural focus
on the PCMH because it is actually an integral part of improvement for small practice
physicians, if they choose to make the change.
To conclude, the ACA has influenced small practice physicians in many ways:
through expansion of demand for services that may further hurt the decreasing presence
of small practice physicians (covered in section [a]); by increasing the presence of HIT
and ways to coordinate and share health information electronically through HIEs
(discussed in section [b]); and by placing focus on practice redesign and the PCMH
model of care (discussed in section [c]), which is not an easy transition for small
practices. These potentially problematic effects on small practice physicians makes a
growing new business model, the presence of direct pay, a new policy solution. I portray
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the direct pay model of business as a possible policy solution to small practices, and will
further my discussion of direct pay care in the following sections. I also utilize the
economic, technological, and sociocultural influences of the ACA to understand
perception of health reform when interviewing and surveying the physicians, as discussed
in greater detail in the section on methodology.
Explored next is the topic of direct pay care, also possibly a result of the ACA, as it
has increased its presence while traditional private practices are in demise. Clark et al.
(2011) and Wu et al. (2009) suggest that direct pay practices are actually meeting the
requirements and new goals of health care reform. They state that direct pay care is
achieving what “health care reform is aiming to do, from lowering medical costs,
improving access, and increasing the quality of care.” This subject is provided as a part of
the purpose of my study and as a policy solution to a number of the above problems faced
by the ACA, in Sections (a), (b), and (c).
Direct pay may be a policy solution to the challenges faced by private practice
physicians because it allows for a business model that is economically and
technologically beneficial, while delivering patient-centric care. The next section sets up
a discussion on the ability of direct pay care to overcome these policy challenges and
how it serves as the purpose of my study.
Direct Pay: A Policy Solution
In my study the ACA and its policies have some important implications for
private practice physicians, which include economic, technological, and social changes
and implementation challenges. To address these problems, the policy alternative is to
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assess the impact of health reform on practices that adopt the direct pay business model,
through an analysis of perceptions and participation in the ACA.
Examples of references that suggest the challenges posed by the ACA include
survey analyses by Merritt Hawkins (2010) and Merritt Hawkins (2012), a survey and
policy brief by Deloitte Center for Health Solutions (2012), as well as academic work by
Petterson et al. (2012), regarding the economic, technological, and social impact of the
ACA on the physician. The Physicians Foundation Survey by Merritt Hawkins was a
survey conducted on a nationally representative sample of over 13,000 physicians, using
the American Medical Association’s master file. The survey suggests the impact of the
ACA on physicians and their practices, both in the form of physician perception and
actions. The Deloitte Center for Health Solutions also produced a study of physician
perceptions toward the ACA and the future of medical care in the U.S. Both of these
studies suggest that physicians are envisioning increases in insurance paperwork, interest
in alternative (non-insuranced-based) models of care, including concierge and retainer
medicine, and disinterest in new metrics and measurements of quality of care due to the
PCMH, ACO, and EHR use. A white paper was written by the Physicians Foundation to
suggest the specific impacts, through a survey and case studies that physicians in private
practice are expecting from the ACA (dissertation, p. 66). This white paper also provides
evidence of direct pay and concierge options that practices are exploring because they
view these options as better for their future careers (dissertation, p. 22).
Petterson et al. (2012) estimate demand for primary care that will occur post-ACA
and provide examples of ACA policies that are supposed to improve the supply of the
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primary care workforce, including increasing PCP Medicare and Medicaid
reimbursement rates, a national primary care extension service, and grants to support
PCMHs. Rosenbaum (2012) suggests the impact of the ACA on technological change for
health care providers, as she states that the ACA has built on the HITECT Act reforms,
through HIT infrastructure and creation of the HIE.
Serving as a potential policy alternative and solution to many of the challenges
faced by small practice providers during health reform, the field of direct pay has become
popular. In the 2010 Deloitte Center for Health Solutions study of health reform attitudes
of physicians, nearly 64% of physicians felt that concierge medicine would have the
greatest financial success in the aftermath of health reform, which was the second highest
selection as the “medical career with the greatest hope for the future.” Nearly 6.8% of
physicians (or 918 of about 13,500 physicians) surveyed have stated an interest in trying
out the membership care model within the next 3 years (Merritt Hawkins, 2012).
This section provides a brief outlook on direct pay (including concierge medicine
and DPC), and new, evolving forms of direct pay medicine, and how direct pay could
have important consequences on primary care in society.
Direct pay may provide a solution to the primary care shortage in the U.S. through
economic influences. The benefits of direct pay on the economy will be discussed in
greater detail utilizing reports that have studied concierge medicine, including the
MedPAC report (2010) on retainer medicine, Concierge Medicine News Today, reports
by the AARP, and studies by Clark et al. (2011). Because the history of direct pay was
first introduced through concierge medicine and has evolved into a number of other
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forms, services, and words to categorize direct pay, much literature thus far discusses
concierge medicine.
Studies by Clark et al. (2011) and MedPAC (2010) report about the supply side of
concierge care. There are estimated to be anywhere from as few as 800 to as many as
5,000 practicing, direct pay physicians today, although the actual number remains
uncertain. Recent literature suggests a total of 4,400 concierge or other retainer medicine
physicians reported in 2012, although this number may be exaggerated due to the high
number of practices that are undergoing transition to concierge care (AAPP Report,
2012). On the demand side, direct pay meets the need for primary care patients, reduces
the work load on many practices from specialty care, urgent care, and primary care
practices, and provides holistic and wellness care opportunities for segments of the
population that may desire it (for example, chronic care patients, elderly populations,
disabled populations, and mentally ill populations). While it may seem like direct pay
providers do not have waiting lists and problems with access to care, they accept far
fewer patients than traditional practices. This may be a weakness of the phenomenon,
especially as the demand for care increases under the ACA health legislation. Clark et al.
(2011) suggest the potential benefits for traditional PCPs who switch to concierge care,
especially during unsound economic times. Many PCPs who were once retiring early face
burn out and were dissatisfied with their practices may turn to concierge care due to
reduced administrative burdens and workload, and for positive financial growth, which
may be more appealing at direct pay practices than in traditional primary practices. This
may revive the primary care physician work force, reduce the rate of physicians who
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retire early, and positively influence the supply of PCPs, which will benefit the U.S. in
the long run (Clark et al., 2011).
A report by the Concierge Medicine Research Collective and Concierge Medicine
News (2013) provides results on the state of supply and demand for concierge medicine.
The report found that patients in rural areas were not finding concierge care, although
there was a demand for this style of care. On the other hand, in some states such as
Virginia, Pennsylvania, Florida, and California, concierge care was prevalent at higher
rates, meeting the demand by patients. The report was not clear as to the specific form of
concierge care, be it FFS, FFC, or hybrid models of care. This could also make a
difference on the supply/demand because of the type of care being provided, insurance
accepted by the state, state laws on practicing concierge medicine, and regulations.
Concierge Medicine Research Collective and Concierge Medicine News (2013)
also documented the fastest growing cities with concierge medicine. The cities included:
Los Angeles, San Francisco, New York, Palm Beach, and Baltimore among the top 5 in
the US. To solidify these poll projections, a study by Merritt Hawkins also provides
information on doctors considering concierge style practices. Merritt Hawkins stated that
the highest percentage considering the new business model was in Texas, at nearly
10.6%, followed by Florida (9.1), New York (8.0), and California (6.7). Pennsylvania
was at 4.5%, which is at the bottom of the list. It is possible that the ACA may at least
indirectly provide a reason for more primary care and private practice physicians to
switch over to concierge medicine, because of their disregard and distrust of new
regulations, the expansion of Medicare and Medicaid patients (which means more issues
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with reimbursement), and the new development of ACOs. For this reason, pure direct pay
practices may envision health reform as potentially negative or ineffective because such
practices prefer care that is independent of policy and government regulation. The
literature forms evidence for Hypothesis 1, discussed in Section 2.
The presence of direct pay style practices in large organizations, such as
concierge practices in the wing of a hospital, is less prevalent, although a few examples
exist. INOVA 360 is a private concierge practice at INOVA hospital system in Northern
Virginia. It was developed from the DPC style of practice, as it used to provide executive
health plans for employees, and now provides concierge care to all patients (INOVA
Health System, 2013). It has experienced success in its efforts, although this is not the
case across the board. Some large hospitals with concierge practices, such as the
OhioHealth Group, were stopped from practicing concierge care in 2005. Some of the
reasoning behind the closing of the OhioHealth Group was the uncertainty present in
operating a concierge practice alongside an insurance-based provider. There is also the
issue of running a hospital with a concierge wing that must comply with the hospital’s
guidelines, which could pose problems for the general objectives of concierge care. Cost
poses another difficulty, as the only financial lien that the concierge care wing of a
hospital would have are its independent investors. It is unlikely that many hospitals will
take on this model in the near future, until there is enough research on the benefits and
ethical implications of concierge care to patients.
The literature on direct pay will be further elaborated on in Chapter 2. Looking at
the data on the economics of direct pay medicine bolsters my initial research purpose,
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which is to study the characteristics that set different forms of direct pay care, such as
pure and hybrid or FFC or FFS models, apart. I hope to understand how the forms of
direct pay care, as well as other characteristics (cost of various services, number of
patients in the practice, presence (or lack) of HIT, and other economic variables)
influence the attitudes and structure of direct pay practices, through my research question.
Discussed next is the background on the a) differences between pure/ hybrid
organizational identity and insurance status at the practice and b) FFC and FFS models of
payment.
a. Defining the Business Model: Pure Versus Hybrid Direct Pay
Direct pay is a new business model to provide health care, primarily found in small
practice provider’s offices (“small” is defined as less than 10 full time equivalent staff
members). In this business model, typically between 1 and 5 physicians cater to a small
number of patients (around 300 to 700 patients, compared to traditional small practices or
large practices that have over 2,000 patients a year, on average) with the goal of
personalized, patient-centered medicine. The presence of fewer patients allows the
doctor, in theory, to provide longer time spent in patient appointments, and a closer
relationship to the patient (Clark et al., 2011). The rejection of traditional insurance and
reimbursement mechanisms is an important characteristic of what this study considers
“pure,” non-insurance participating services in direct pay, because the relationship
between the patient and physician is out of pocket and the patient is willing to participate
in a FFC payment model that is not covered by insurance. The presence of FFC payment
models is unique because this model demonstrates a new organizational style that follows
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some components of the PCMH: utilizing new technologies to be in 24/7 contact with the
patient, depicting trust between the patient and physician to be delivering standards of
care without an insurance, third party payer, or regulatory body.
Pure direct pay medicine has been categorized primarily by two forms of care: DPC
and concierge care. These two leading forms do not accept insurance at the practice and
operate on a membership fee-only basis. Concierge medicine typically works on two
types of models: 1) a FFC basis, providing a range of comprehensive and wellness
services including a physical or on 2) a fee-for-extra-service basis, with a comprehensive
physical and additional charges for house calls, additional lab testing, and nutritional
counseling, wellness treatments, access to a cardiologist, psychiatrists, and a full plan for
the patient to work on their fitness and lifestyle goals. DPC offers these two models, as
well, but the majority of the practices are operating on an economical basis and hope to
cater to more patients that need access to services but cannot afford it. MedLion and
MDVIP are franchises that have popularized an economical version of direct pay care,
which is also known as direct primary care,” or DPC. DPC and concierge care differ
most significantly in pricing. Most DPC practices offer membership services under $100
a month. DPC services may be limited in comparison to concierge services, and some
news articles and case studies suggest that DPC has a wider variety of patients, including
patients of low-income backgrounds, immigrants who do not have access to Medicaid,
and rural populations or groups that require special cultural competence (DPC
Conference Proceedings, 2013).
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Hybrid forms of direct pay care are typically present at practices that operate as part
of hospitals, larger private organizations, such as MDVIP, or those transitioning practices
that want to have a panel of traditional as well as direct pay patients. Pure and hybrid
practices are part of the identity and classification of the practice. Some practices may
operate on a fee-for-extra-service payment model, which is discussed next, but still
classify themselves as “pure” concierge or DPC practices. The differentiation in
organizational identity and payment model is part of the tests in this study.
The greatest difference in pure and hybrid practices is the “self” classification that
occurs. Practices may choose to identify as being part of a “pure” DPC, “pure” concierge
care, or other “pure” type of direct pay model. The definition provided to classify oneself
as a “pure” model is that the practice does not accept insurance and may either define
oneself as a DPC or concierge medicine practice. On the other hand, practices are asked
to classify themselves as “hybrid” if they either accept insurance or if they do not classify
themselves as “DPC” or “concierge care.” In the section that follows, I describe
differences in payment models present at direct pay practices. The interesting component
is that the direct pay practices may choose to classify themselves as “pure” practices
operating without insurance, but may utilize non- traditional payment models, such as a
“fee-for-extra-service” or a “fee-for-non-covered-service” payment model, where both a
subscription/monthly membership fee and additional fees are charged per additional lab
test or service provided on subsequent visits. On the other hand, practices may suggest
that they do not orient themselves around a DPC or concierge care scheme, although they
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utilize a FFC-only model (membership only). Such differences will suggest whether the
practices’ self-classification differs from the business or payment model of the practice.

b. FFC Versus FFS and Differences Across Payment Models
In addition to classification differences among physicians, other differences are
present across direct pay practices. One such difference that has not been tested is that
across practices that participate in payment models of FFC-only practices, which utilize
only membership medicine and a “subscription fee” on a regular basis, compared to the
next two forms of care, known as “fee for extra service” and “hybrid direct pay,” which
have been placed together under the category of “FFS” direct pay medicine. For the
purposes of my analysis, I have included fee for extra service and this hybrid payment
model into the category of “FFS” medicine, to reduce confusion between the terminology
of pure versus hybrid classification and FFC versus FFS (or hybrid payment model)
classification in the study.
This categorization is important because reports have suggested that the majority
of the fee for extra services provided both the retainer and non-retainer option to patients
(MedPAC, 2010). Fee for extra services provide direct pay care to patients who choose to
pay for services on a fee-by-fee basis (pay per visit). Another version of fee for extra
services or fee for non-covered services is a model in which the patient pays a flat rate to
attend at least extended one physical a year and then pay additional fees for additional
visits. This may allow practices to utilize a FFS model or be reimbursed for their time on
an hourly or visit-by-visit basis. This form of care charges the patient for enhanced
annual physicals as well, which may include services that are not typically covered under
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insurance and go beyond what preventative care services are provided for free
reimbursement by the ACA. Along with private practices, a segment of this form of
concierge care include hospital practices that perform extended physicals and offer
concierge care to patients, as part of a wing of the larger medical center. These
physicians may choose whether they want to accept insurance in return for services.
Examples include Inova 360, Ohio Health Group, and Stanford Concierge Medicine.
Examples of a fee-for-extra-service franchise is the MDVIP network.
Hybrid forms of FFC (including, and in addition to, fee-for-extra-service care)
may accept insurance in conjunction with out-of-pocket services. These practices are
typically transitioning from traditional primary care to direct pay care, or may be based
on a coalition model of concierge/DPC medicine. Some of the hybrid direct pay and
concierge practices offer membership status packages, such as VIP, gold, platinum
membership and so on (MedPAC, 2010). One example of a famous hybrid practice is
Concierge Choice Practice, which is one of the few hybrid models of care to offer a
“network,” with a franchise. Similarly, Health Access Rhode Island provides DPC with a
network membership to provide DPC pure and hybrid organizations with guidance,
information, and relationships at no cost to members. Figure 2 below depicts the different
payment models that may be present at the practice.
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Figure 2: Variation in Direct Pay Medicine
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c. Differences between Pure/ Hybrid Practices and FFC/FFS Payment Models
The main difference in the way that pure/hybrid and FFC/fee-for-extra-service/hybrid
practices are classified is self-identification and definitional. Pure practices are
practices that classify themselves as not accepting insurance and participating in a
pure concierge or pure DPC/pure direct pay model, whereas FFC practices suggest
that they operate on a membership fee-based model. FFC practices typically do not
accept insurance as well, but this is not a requirement. For this reason, a pure practice
may not accept insurance, but may operate on a fee-for-extra-service basis, which
means that it utilizes both a membership fee and additional fees paid out of pocket by
patients. This classification is important, especially among those practices that
operate on a membership fee-only basis and do not accept insurance, but also charge
additional fees for services offered at the practice. Some practices may also selfidentify as a hybrid practice because they do not want to be defined by “DPC” or
“concierge care” and feel that a different term best defines them. For this reason,
these two categories are measured differently in the study.
d. Independent Versus Networks of DPC
Within pure and hybrid direct care, there are two ways to classify the practices:
“independent”/“standalone” practices, and the “network models.” The
independent/standalone practices operate just as their name suggests: without the help of
a franchise or suggested business model from any reputed brands of FFC medicine. On
the other hand, the network model of care can operate in a variety of ways, including
through a subscription or non-subscription-based membership, which is connected to a

28

coalition, franchise, hospital, or other direct pay affiliation. Some network models do not
have membership fees to join, while others do. Currently, the American Academy of
Private Practice Physicians is the membership fee-based network for concierge
physicians, and the Direct Primary Care Coalition is the membership fee-based network
for direct PCPs. Other models with no fees include Mobile MDs and the Health Access
Rhode Island group. Some network models include franchises that offer their business
models to other practices on a franchise fee basis, including MedLion and MDVIP. Other
network models include hospital-affiliated practices. In this study I use the word
independent and standalone interchangeably to suggest that the practice I am describing
is not linked, affiliated, or formally using a concierge business model that is provided by
a franchise or alliance. The standalone practices may offer similar services to the
franchise but they are not linked specifically to the franchise by reputation, brand name,
or affiliation.
Research does not suggest whether independent or networked care came first in
the concierge movement, although franchises such as “MD Squared” were what
popularized concierge care in the early 1990s and helped the movement gain ground. MD
Squared, MDVIP, and Qliance are examples of integrated physician networks that
involve physicians who practice concierge medicine in a homogenous manner, providing
similar services under guidelines of the direct pay or concierge model, in return for
guidance, suggestions, and consulting help from the franchisor or alliance (The Profitable
Practice, 2013). The literature does not discuss the differences between standalone direct
pay practices and networked practices, although it is expected that they may be operating
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for different organizational goals, opportunities, and incentives. Hoffman and Preble
(2003) provide an analysis of “conversion” franchising, which is defined as the process
where a franchisor recruits independent practices or its competitor’s franchisees into the
franchise model. Their theoretical analysis will provide support for how membership
alliances to networks and franchises may differ from independent practices, including
advantages, such as: economies of scale, brand recognition, creating networks of care,
supporting the vision of the PCMH, and a higher rate of technology diffusion across the
franchise system. This will be discussed in greater detail in Section 2.
Direct pay practices that have adopted a “franchised” business model (such as the
MDVIP or MedLion) usually “charge a percentage of the practice’s retainer fee but offer
proven business models and a host of practice resources, such as manuals, marketing
materials, legal staff, and operating guidelines,” as suggested by various organizations
and Medical Economics News in 2013. DPC is a form of pure direct pay care that has
been supported by ACA Section 1301 (a)(c). ACA Section 1301 states that DPC is a
legitimate type of health service that can compete alongside other health insurance plans
if combined with a low-cost deductible plan. Due to this stipulation, many franchises
and/or networks of pure direct pay care are selling their services alongside insurance
plans as hybrid plans on the health insurance exchange. In order to explore this venture
further, my study will produce comparisons across pure/hybrid standalone practices and
pure/hybrid networks to learn about the changes in the direct pay care markets. The
literature review in Section 2 further differentiates pure and hybrid models of care.
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Direct pay at one time targeted an elite community, although this trend has
changed, and studies suggest the target patient can range from low-income, uninsured,
and Medicaid recipients, to very high net-worth individuals. Direct pay medicine is also
offered both on the employer side to businesses as health plans, as well as to individuals
who want to purchase insurance themselves. In its early beginnings, concierge medicine
was the first form of direct pay, which focused on recruiting patients with high-end, highquality care needs, and who could afford to pay completely out of pocket. More recently,
the trend of DPC medicine, which has been a rebranding of concierge services, has
targeted a wider patient base, including young children, individuals in need of weight
management and wellness programs, seniors in need of chronic care management,
members of Medicaid on the Washington health insurance exchange, and employersponsored health benefit programs. A recent study in Concierge Medicine Today
suggested that the majority of patients are middle class, having combined earnings of
between $50,000 and $200,000 a year (Concierge Medicine News, 2013). There may be
differences between concierge medicine patients and DPC patients, although research is
lacking in the field. Today, there are DPC practices, such as Qliance, One Medical
Group, and Green Field Health, offering fees as low as $50 to $200 a year, to capture new
markets.
New legislation furthering the movement of direct pay includes a plan for
Medicare and Medicaid enrollees to be cared for under direct pay plans so that these
populations can seek early and enhanced care in detecting chronic conditions. Such
practices will reduce emergency room care and costs in the long term. A 2010 study by
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Saultz et al. (2010) on retainer medicine analyzed a pilot program, Access Assured, to
test demographic patterns and care utilization outcomes from membership models
catering to uninsured populations in Oregon. The academic family health centers utilized
both the traditional sliding fee scale and the new retainer membership program as
possible options for their patients, attracting 600 patients to the retainer program during
the first year. It was found that women had a higher return visit rate and that age played a
role on return visit likelihood. However, income did not play a role. While the
independent mandate may require health insurance for all individuals, programs such as
this may target employers and individuals who need new plans that operate on a
simplified basis.
Recent surveys suggest the main reasons that patients have been utilizing
concierge care: prescription renewals, at 38%; cold/flu symptoms, at 19%; back pain, at
14%; and headaches, at 13%. Seemingly simple issues, these are some of the very issues
(asthma, high blood pressure, heart disease) and mental health problems that have been
cited as the leading causes of death and leading drivers of higher costs and unnecessary
hospitalizations (CDC, 2009). There is also federal and state legislation that offers ethical
arguments for and against direct pay care; such legislation may have an effect on
competition of direct pay in the health care market.
There are a few research studies detailing the typical characteristics of direct pay
medicine physicians and comparing direct pay practices to traditional private practices.
Literature suggests that many concierge physicians have training in family medicine or
internal medicine, and have been hospitalists in the past (Concierge Medicine News,
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2013; MedPAC, 2010). Direct pay physicians provide their cell number to patients and
are readily accessible by e-mail, telemedicine devices, mobile phone, and other types of
information communication technologies that may be helpful to patients who need help in
an emergency situation. This also suggests the physicians’ openness to caring for patients
as often as necessary, as opposed to traditional primary care where care is delivered only
upon necessity. Nearly 62% of direct pay practices have one to two physicians, and many
practices have a wing for holistic or wellness treatments. Some practices also provide all
types of care, including lab testing and treatments done within the practice, eliminating
wait times. Physicians typically make between $50,000 and $200,000 a year, with a
typical case load of six to eight patients a day (Concierge Medicine News, 2013).
Physicians who operate under insurance-based practices suggest that nearly 75% of their
income comes from retainer medicine and the remainder comes from insurance. This
model allows for less risk than traditional private practices because traditional practices
have to accommodate Medicare reimbursement shifts under health reform.
After being rejected for many years through the entrance of HMOS, PPOs, and
other third party forms of care, concierge medicine has made a return. The objectives of
the study, which are motivated by a research question and hypotheses, are discussed in
the next section.
Purpose & New Contribution of the Study: Researching Direct Pay
The purpose of my study is to produce a policy alternative and potential policy
solution known as direct pay for the economic, technological, and sociocultural problems
that have emerged from the ACA. The study of direct pay will: involve a review of the
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theory and literature (Chapter 2), which will emphasize the purpose of the study; suggest
possible research objectives, questions, and hypotheses (Chapter 3); provide a
methodology and rationale for the study (Chapter 4); provide the final results of the study
(Chapters 5 and 6); and provide conclusions and policy implications (Chapter 7).
This study will examine the influences of health reform policies and HIT policies
on direct pay physicians and classify direct pay practices according to an organizational
behavior assessment. The study investigates the influence of various health reform
provisions: the individual mandate and universal coverage provisions, PCMH
certification and model of care, provisions to expand Medicaid and changes to
reimbursement for Medicare, policy changes from HIPAA, as well as the HIT policy of
MU, and analyzes the EMR adoption rate of concierge physicians. The study also
classifies the organizational style of direct pay according to specific dimensions found at
such practices using the Competing Values Framework established by Kim Cameron and
Robert Quinn (2011). The study not only gauges the practices and policy implementation
of direct pay practices, but also searches for variations across pure and hybrid
organizational identity of direct pay practices, and variations across direct pay practices
operating on a FFC or FFS payment model. The distinction between pure and hybrid
direct pay medicine is defined in greater detail in the literature review in the next section
as well. The differences between pure, hybrid, FFC, and FFS practices have not been
tested in the research thus far, producing an opportunity for new perspective on direct pay
during health reform.
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More specifically, the study will investigate research questions that are supported
by theory and past literature. The research questions and hypotheses will then be tested
through a survey and set of interviews with direct pay physicians. The research in this
study will produce a general overview of direct pay and also discuss specific differences
across business models types.
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CHAPTER 2: THEORIES & LITERATURE ON DIRECT PAY

In Section 1, I briefly introduced the 1) current state of U.S. health reform, 2) new
changes through the ACA law and HITECH Act, 3) influences on private practice and
primary care physician populations, and then 4) focused on the purpose of the study to
learn about how direct pay may alleviate the challenges of the ACA for PCPs. The
purpose of the research is to understand how health reform influences direct pay
physicians through specific dimensions, which include: 1) responses to the changing
health reform climate, such as new health reform policies and incorporating a PCMH
model of care, 2) responses to the growing usage of HIT and HIT policies, and 3)
creation of an organizational identity to differentiate themselves, especially across pure
and hybrid forms of direct pay care. The objective of Chapter 2 is to demonstrate the
unique features of direct pay through theory and literature on the subject of direct pay
practices. The theory provides evidence for many concepts, including preventative health
care, franchise models of care, technology diffusion, and organizational behavior. The
literature on direct pay and small (defined as having less than 10 employees) primary care
practices are embedded to apply the theory and further clarify how current practices are
functioning.
There are three types of theory that are used to understand direct pay: 1)
population ecology theory by Michael Hannan and John Freeman (1977) and application
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of the concept of McDonaldization of society by George Ritzer (1993); 2) technology
diffusion theory by Everett M. Rogers (1962); and 3) organizational behavior theory,
discussed by Paul J. DiMaggio and Walter W. Powell (1983), Richard Hoffman and John
Preble (2003), and Kim Cameron and Robert Quinn (2011). The theory provides
reasoning for potential comparisons and the differences within the pure, hybrid,
standalone, and network forms of direct pay care. These theories frame the research
questions and hypotheses for studying direct pay and also suggest the need for more
individualized, personalized, and improved preventative health care.
After discussing theory, the literature review component is interwoven into the
social, technological, and organizational influences of health reform to provide an
analysis of past and current literature on the subject of direct pay. The literature review
involves literature on economic characteristics (including demographics) of direct pay
practices and physicians who practice direct pay care, influences of direct pay on
patients, technological influences on small practices, and legal and ethical implications of
direct pay practices. This section will examine relevant research and theory concerning
these key concepts to provide background for the study and further explore the purpose,
research question, and hypotheses of the study.
Population Ecology Theory & Literature
Applying population ecology theory to direct pay may support direct pay as a
policy solution to the problems of the current health system for physicians of small
practices in the U.S. Population ecology by Hannan and Freeman (1977) and George
Ritzer’s analysis of the McDonaldization of America (1993) are presented and applied.
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Population ecology and the concept of McDonaldization of health care were
theories that play an important role in shaping the hypotheses in the study. Population
ecology, proposed by Hannan and Freeman (1977), and as described by Odum (1959) is a
“sub-field of ecology that deals with the dynamics of species populations and how these
populations interact with the environment.” It suggests that populations have evolved in
size and new categories or forms due to environmental and economic constraints. In this
case, direct pay evolves/emerges from the larger body of physicians, especially as the
regulatory environment is adapting, and that changes are occurring in the way health care
is quantified and the quality metrics that are being enforced. To explain in greater depth,
new variations in the traditional practice of managed care health insurance to direct pay,
and further variations in direct pay, such as pure versus hybrid and FFC versus FFS, have
emerged. These forms deviate from traditional insurance-based insurance in order to
adapt during the ACA formation. These differences between direct pay and traditional
private practice have been explored in Alexander et al. (2005), and I explore variations
within direct pay in my study.
The emergence of variation within direct pay can be attributed to a field known as
"population ecology," developed by Hannan and Freeman (1977). Population ecology has
been applied through a health care perspective by Stephen Shortell and Arnold Kaluzny
(1997) as well as Kaluzny, Alexander, Hurley, Galloway (1987). The field of population
ecology is used to gauge how the environmental pressures, resource availability, policy
changes, impact and create new organizational forms from one field (Hannan and
Freeman, 1977). The two forms for the purposes of this study are the pure/hybrid and
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FFC/FFS payment models that have developed across the office-based practices of
primary and specialty care. The field of population ecology is used to gauge how the
environmental pressures, resource availability, and policy changes impact and create new
organizational forms from one field (Hannan and Freeman, 1977). Kaluzny et al. (1987)
suggest how population ecology supports their hypotheses on resource shortages leading
to new organizational forms in health care. Similarly, in my study, the population
ecology literature documents how practices that are part of one large field of direct pay
evolve to perceive health policies differently, and operate differently based on the
regulatory climate and challenges that the field faces. Post-ACA, the direct pay
physicians not only face regulatory reform, but a professional shortage of their services
and a demand from patients for their services, causing them to evolve their traditional
business model to fit new populations of care, including individuals with long-term and
chronic care, those in lower social economic status, and “special” populations who need
house calls, care coordination, or more personalized care for treatment (ex. Autistic or
immune-suppressed children). In my study, the population ecology literature also
documents how practices that are part of one large field of direct pay evolve to perceive
health policies differently, and operate differently based on the regulatory climate and
challenges that the field faces. For this reason, my hypotheses explore how forms of
direct pay achieve the different objectives of the ACA.
The McDonaldization of health care is most easily defined in two ways: 1) the
way that the field is evolving to implement changes to the quality of care delivered, and
2) the way that the field is evolving to produce cheaper, more accessible forms of care for
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individuals of varying socioeconomic statuses. Both of these concepts are tested through
my hypotheses.
Health care reform has focused on quality of care objectives through PCMH and
ACO formation, the creation of the health insurance exchange, and provisions such as the
individual mandate. These objectives and attitudes toward health reform are tested in the
hypothesis because these objectives measure the way the U.S. health system will be
measuring quality of care, as well as access to care (through the Individual Mandate
provision which requires every individual to carry health insurance), and producing a
standardized process of selling insurance through a national health insurance exchange.
Finally, McDonaldization of health care suggests how direct pay forms have
evolved from providing expensive services reserved for the wealthy to more economical
forms like “DPC,” which provide a number of services for under $100 a month, as
referenced by the American Academy of Family Practice Physicians. I attribute these
examples of change to the concept of Ritzer’s McDonaldization of health care, and
suggest that population ecology is the larger theory that has produced the field of direct
pay and modified the field after the ACA.
The concept of direct pay also suggests that access to insurance should not be a
barrier to receipt of care, through studies like Saultz et al. (2011). Saultz et al. (2011) of
the Access Assured program suggest how the retainer medicine business model was
feasible at federally qualified health centers. This concept also fundamentally provides
evidence of how direct pay can cater to patients of varying socioeconomic status who
may face barriers to care. I illustrate this as one example of how the McDonaldization
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principle of standardized care also produces services that are of a lower cost, in order to
increase access. I attribute these examples of change to the concept of Ritzer’s
McDonaldization of health care, and suggest that population ecology is the larger theory
that has produced a new movement to work around many of these changes.
Finally, the McDonaldization concept can also be used to understand direct pay
franchises, which hold a large part of the market share. An example of such a franchise is
Qliance, which has salaried physicians and a set list of services on a tiered pricing scale.
Other small practices may choose to participate in a franchise or maintain their
individuality and produce their own business model and services. This was apparent from
the qualitative results of my dissertation, as nearly one-half of all private practices are not
participating in a network or franchise and choose to maintain their own niche market and
niche services.
One particular focus of Ritzer’s work on McDonaldization is the “irrationality of
the rational actor,” in a McDonaldized society, which can be applied to the case of
traditional U.S. health care today. The irrationality of the rational actor is displayed
through the societal acceptance of unhealthy, mass-produced food chains in food desert
neighborhoods, rather than long-term solutions (e.g., more grocery stores in disparate
neighborhoods, taxing unhealthy foods, etc.) that produce positive lifestyle changes. The
health provider side of Ritzer’s quote is studied first. Ritzer (1993) discusses the
irrationality of the presence of McDonalds, which is traditionally concentrated in one
area. Similarly, health care providers may be concentrated in certain areas and scarce in
others, especially where they are most needed (such as zip codes with disadvantaged
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populations). Due to such disparities in the presence of primary care, and a society where
the objective does not focus on prevention, patients hold off on their preventative care
and primary care needs, until the point where they are facing critical conditions and have
to be taken to an emergency room. This creates the problems of higher costs in the long
run and difficulties with reimbursement and payment, which is eventually redistributed to
the government and U.S. taxpayers. This irrationality of the health system places a great
burden on all of society to pay for expensive care.
Similarly, patients may have emerging needs, from a cost, access, transparency, or
quality perspective, that have been highlighted post-ACA, as health care becomes
focused on patient-centric models and outcomes. All of these concerns may be assessed
by the physician and the patient through the presence of a unique provider–patient
relationship in direct pay, a relationship that is part of the shared decision making model,
cited by Barry and Edgman-Levitan (2012). This decision making is defined as “the
process by which the optimal decision may be reached for a patient at a fateful health
crossroads and involves, at minimum, a clinician and the patient, although other members
of the health care team or friends and family members may be invited to participate”
(Barry and Edgman-Levitan , 2012). For example, chronic care patients may require
more direct access to their physician, and may be interested in actively participating in
improving their health. In this case, subscription models of direct pay may offer the
benefits of greater access and enhanced services, including the physician’s telephone
number and personal email. New forms of direct pay, such as DPC, are now being
offered at a lower cost, which may meet the needs of patients of varying backgrounds.
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The price transparency of the FFC model and pure direct pay offers patients a clearer
picture of how much their health care will cost, and what services they receive under a
subscription fee. For this reason, they may feel more engaged in the shared decision
making model that pure direct pay offers. Finally, patients may benefit from improved
communication with their doctor, increased responsibility for their health decisions, and
shared decision making, which impact health care outcomes such as reduced
hospitalizations, continuity of care, or other outcomes, that past studies have depicted
(Klemes et al., 2012; Linz et al., 2005).
When patients intentionally participate in “moral hazard,” intentional misuse of
the healthcare system and irregular preventative care, it suggests that these patients are
making rational decisions, because society promotes these irrational choices as if they are
rational. Ritzer’s theory on McDonaldization describes the state of the current health care
system, and also points toward focusing on solutions that emphasize quality over
quantity.
The Diffusion of Innovations Theory & Literature
Technology diffusion has had an important influence on large organizations and
hospitals in the U.S. health care system. Few studies define the influence of technology
diffusion on small practices, and no literature has clearly defined the role of technology
across and between types of direct pay practices. This is a limitation and gap in the
literature, especially because the principles of direct pay stem from innovation, higher
quality care, and expedited, mobile access to patients. HIT may also be used to measure
whether forms of care are incorporating the PCMH model of care that is driven by the
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ACA and the HITECH Act. For this reason, the subject of technology diffusion can first
be analyzed broadly by looking at the technology diffusion model and then theory and
literature can provide an understanding of how small practice physicians have been
affected, through which I hypothesize potential consequences on direct pay practices.
While there have been a number of new technologies introduced in the field of
health care in the last few decades, I focus on the HITs1, rather than the clinical
innovations. The focus on health informatics in my study is due to new efforts from the
HITECH Act of 2008 that has encouraged HIT policies, incentives, and a new vision of
how care needs to be delivered. The use of EMRs is a requirement in the HITECH Act,
and the use of new mobile health technologies and electronic modes of health
information delivery, coordination, and collaboration are heavily encouraged. The
technology diffusion theory is important in analyzing changes to an organization when
such technologies are introduced. Through these theories, I produce a hypothesis on the
HIT-usage behaviors of direct pay physicians.
Everett M. Rogers (1962) produced the Diffusion of Innovations Theory, which
discusses the technology adoption process as both a technological and a cultural
phenomenon. The Diffusion of Innovations Theory depicts “how, why, and what rate”
technology diffuses through an organization and suggests the importance of the context of
EMR and mobile health technology adoption in fulfilling the goals of introducing new
HITs in an organization.HIT, and more specifically EMR adoption, is a cultural
1

The HITECH Act and HIT.gov define the term ‘health information technology’ to
mean “hardware, software, integrated technologies or related licenses, intellectual property, upgrades, or
packaged solutions sold as services that are designed for or support the use by health care entities or
patients for the electronic creation, maintenance, access, or exchange of health information” as described
by a report conducted through the Deloitte Center for Health Solutions in 2013.
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phenomenon that requires intentional efforts in order to provide smooth diffusion. In his
theory, Rogers explains typical characteristics of the diffusion of innovations and the
practices that can speed up adoption. He states that the technologies most likely to
achieve diffusion in an environment have four major elements. The technologies’
elements are: “innovative (new in nature), communicated through channels, over time,
and among a social system” (1962, p. 11). Yet, it is not only the technology’s role in the
environment, but also the role of those facilitating the change, such as the stakeholders
involved, who compose the “human capital,” or target population, component of the
theory.
The target population is particularly important in the Diffusion of Innovations
Theory through categorization of those most likely to adopt, which Rogers represents in
an S curve, depicted in Figure 3.
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Figure modified from Rogers, E. (1962). Diffusion of innovations. Free Press, London, NY, USA.
Figure 3: Diffusion of Innovations Theory

The innovators, typically only about 2.5% of the total population, are the first to
adopt the new technologies, which can be for better or worse, depending on changes in
the technology and its success in the market. Their market share percentages are typically
not very high, but because they adopt early, there is more time for them to reap the
benefits to a technology in the long run. The early adopters and early majority are the
next 47.5%. The research should suggest that this majority is primarily capital-intense
hospitals and larger organizations, although some innovative small practices may achieve
this status. Next represented by the curve are the “late majority,” which account for
another 34%. This group may represent those who waited until after federal “MU”
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guidelines to start adopting the technologies. They also may continue to report increases
in market share, as Rogers’ S curve in the Diffusion of Innovation Theory depicts.
Finally, the latest majority, are the “laggards,” making up the remaining 16% of the
population, whose market share will not rise much even after adoption, because they
waited until it was too late to reap many of the benefits from adoption. Many are
typically capital weak institutions, nonprofits, federal clinics, and small practices
categorized in this manner (Wang et al., 2003).
When physicians or upper-level management (the key decision makers) do not
feel that the EMR fits in their culture or how they like to run their organization, they may
have a hard time integrating the EMR or having it “diffusing” in their work environment
and workflow processes. When these decision makers use an EMR, but do not see an
electronic record system fitting any particular purpose in their organization, there is a
disconnect between what they are being told to do and what they feel will work in their
environment. Rogers (1962) provided a similar example of the Peruvians who were
expected to use boiling water when provided with the resources and technology, but did
not because this was not the way they conducted their lives on a regular basis. Similarly,
the lag in EMR adoption was due to lack of interest in a new process and potentially lack
of information regarding the perceived benefits.
Looking at the stages in the Diffusion of Innovations Theory and the motivation
behind adopting technologies, the direct pay physicians may have an interesting role in
the state of technology adoption for small practices. Most direct pay physicians are touted
for having 24/7 access to patients, which requires information communication
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technologies. Whereas traditional practices may fit into the “laggard” stage of the
Diffusion of Innovations Theory, direct pay physicians may be motivated by different
goals and objectives in their delivery of care, which produces a stronger motivation to
adopt HITs at an earlier stage in the theory. Direct pay physicians who follow the PCMH
may be innovators or early adopters of the traditional EMR, whereas other direct pay
physicians who do not benefit from health policy compliance may choose to adopt new
and innovative uncertified EMR systems that better fit the functions of their practice (and
does not emphasize the insurance billing and claims functions of the traditional EMR).
On the other hand, franchised and hybrid direct pay care practices that are competing on
the HIE may have adopted HIT at earlier stages in the model because of potential
incentives with competing in the health insurance marketplace. Larger organizations also
have the capital to invest in developing new HIT platforms.
One particular study by the California Health Care Foundation documents a case
study of a few direct pay DPC practice in California and their performance in relation to
customized EMRs and EHRs used in practice. The study found that many of the larger
network model practices utilized new versions of EHRs that fit with their patient-centered
needs, and some of these EHRs also met MU objectives. A particular vendor of choice
among direct pay practices included Practice Fusion, which is free and meets HIPAA and
MU objectives. Other DPC organizations, such as Qliance, Access Assured, and White
Glove Health, have been involved in developing their own software platforms. Other
organizations, such as Atlas Health, have chosen to develop platforms that may not meet
MU objectives. Important needs in the DPC industry include “cloud-based software,”
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“mobile devices,” and mobile applications and “biometric devices.” The CHCF study
suggests:
‘As Dr. Rushika Fernandopulle of Iora Health states, “despite all the hype, most
of today’s EHRs are really mainly billing systems that allow docs to justify higher level
codes for billing and tracking collections. DPC practices do not care about these games;
and the things we do care about -- engaging with patients, population management, and
managing teams aren’t served well by current EHRs. Thus, many of us especially who
are at some scale are either making large modifications to existing systems or building
new tools from scratch.” ’
The CHCF study mainly documents EMR and EHR usage at larger organizations,
those that were high net worth and had market advantage and presence, including Iora
Health, MedLion, Paladina Health, Qliance, and White Glove Health. The study does not
analyze comparisons between the hybrid models and these direct pay-only models, nor
does the study take into account the differences between practices’ objectives to follow
MU and ACA standards, especially across smaller and larger direct pay practices. The
study also found that the practices that were studied were meeting MU objectives, while
also having attributes that promote longevity, customer service orientation, and
membership management services. The findings of the CHCF study may not be
generalizable to the entire direct pay practice population or to the sample I choose. Since
the study, new technologies, including Atlas MD and mobile health applications by
Access Assured, have been created specifically to accommodate DPC physician needs.
These EMRs do not work toward MU. I hope to elaborate on the CHCF study to improve
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the current information source for what is known about both concierge and DPC
practices, and their use of EMRs and EHRs to meet their needs.
The government HIT policies, known as “MU,” are meant to encourage adoption
across health providers, but many small practices are not affected by such policies,
because they lack the basic requirements, including a large Medicaid or Medicare patient
base, and the capital to adopt and implement high-caliber resources. Similarly, pure direct
pay physicians may not be motivated by the health technology policies or MU standards,
as my hypothesis suggests. My hypothesis suggests that the rate of technology adoption
may differ across pure direct pay physicians and hybrid direct pay physicians, FFC versus
FFS payment model practices, as well as across those direct pay physicians that are part
of networks versus working as independent practices. These hypotheses stem from the
understanding of the motivation behind direct pay and the literature review also suggests
that direct pay physicians report valuing information and communication technologies in
their mission to provide accessibility, mobility, and quality to their care delivery process.
Following MU policies may help some hospital-based direct pay and network-based
direct PCPs align with the PCMH and produce a stronger reputation in the market, which
may encourage following government technology policies.
Efforts to promote the diffusion of innovation theory are being made through
various legislation (ACA, HITECH Act, HIPAA, and others), as well as through
government MU incentives, forums and conferences on HIT, and more. The EMR
adoption rates have increased sharply over the last decade, possibly due to less inertia,
more interest, more research, and relative advantages achieved by those who have begun
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using the technologies. I discuss trends and rate of EMR adoption, and focus on small
practice providers, next.
EMR Adoption at Small, Private Health Practices
The segment of the population that requires preventative care, specialty care, and
family medicine tends to operate in small practice offices. The literature on traditional
small practices is summarized as a baseline for comparison to direct pay practices. Small
practice EMR adoption varies for a number of reasons and across geographical settings.
For example, there are noted differences between studies that analyze primarily urban,
small practices and rural, small practices. There is also contradictory evidence about
whether small practices are in support of MU provisions or are not pursuing MU. These
issues will be covered by evidence from the literature.
AMedNews, a newsource from the AMA, suggests some possible reasons for lag
in EHR and EMR adoption across small practices. The three main reasons for the lag are
cost, lack of awareness on regulatory practices for HIT usage, and fear of inefficiencies
during the transition to EMR adoption. In the article, nearly 40% of the small practices
surveyed in Irvine, California had adopted an EMR, and size had a particular influence on
adoption rates. Larger practices adopted faster, possibly due to the likelihood of capital,
interest in new innovations, and success rates with transitioning to new technologies.
Cost is also closely interwoven with the uncertainty of payoffs, as EMRs tend to estimate
greater long-run than short-run payoffs. This leads many small practice physicians to put
off the decision to adopt until later, as nearly 73% of those who put off adopting an EMR
did not have a time frame in mind. The choice to put off adopting an EMR may be more
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typical of a hybrid practice that has been part of the late majority or laggard category for
a period of time. Miller and Sim (2004) discuss many of these barriers, typically the lack
of usage of the EMR for all practice-related tasks. They found that managing
“administrative” overhead is another problematic factor in having the EMR in the
practice.
In small practices, the EMR adoption also differed by specialty versus primary
care practice and rural health settings. Through analysis of the National Ambulatory Care
Survey data of 2002 – 2011, the Robert Wood Johnson Foundation found that PCPs were
more likely than specialists to have a basic EMR/EHR, with the rates at 40% adoption for
primary care. On the other hand, about 31% of specialists were likely to have an EHR in
small practice settings. There was a small difference between rural metropolitan
statistical area (MSA) physicians and urban MSAs, with urban MSAs being 6 percentage
points higher at about 40% who had an EMR/EHR. More recent studies suggest an
exponential growth in the EMR adoption rate across office-based practices in the U.S.,
which is now close to a rate of 78% (CDC, 2013), of which “69% of office-based
physicians reported that they intended to participate in MU,” as suggested by a recent
January 2014 data brief by the CDC. Yet, the brief notes disparities across regions:
whereas the percentage of physicians with basic systems was only 21% in New Jersey, it
was nearly 83% in North Dakota. Such regional disparities in EMR adoption rates and
MU participation may be attributed to the disparities in federal aid for EMR adoption,
presence of Regional Extension Centers and other facilities to improve EMR adoption in
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some regions, and presence of large hospitals and health care organizations in some
states, more so than others.
Other studies that have applied the Diffusion of Innovations Theory include
Miller et al. (2005), who discusses the adoption of the EHR across 14 small practices and
the specific needs, costs, and capital requirements of the providers, and Samantaray et al.
(2011), who discuss some of the procedures that need to be taken to incentivize more
inner city and medically underserved primary care centers to adopt EHRs.
These and other studies suggest the difference in rates as many specific
characteristics are analyzed across small practice physicians. The survey data, locality of
the survey, and the type of EMR and EHR studied makes a difference in the adoption
rates found. The definition of a basic EMR may vary from that of a comprehensive EMR
and a certified EMR, which are typically at larger hospitals. For example, utilizing the
date from the CDC 2014 brief, only about “48% of office-based physicians reported
having a system that met the criteria for a “basic” system,” meaning that about one-half
may fit the definition of having “any” EMR, but not the “basic,” or “comprehensive”
functionalities. On the other hand, smaller practices use “any” EMR or basic EMRs,
which may result in being underrepresented in studies, which specify the basic EMR as a
threshold for inclusion in the study. There is almost no data available on the presence of
technology in direct pay clinics, as well as urgent care centers and retail clinics. These
would be areas for study going forward.
“New practices become infused with value beyond the technical requirements of
the task at hand…. As an innovation spreads, a threshold is reached beyond which
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adoption provides legitimacy rather than improves performance” (DiMaggio and Powell,
1983, p. 142).
As suggested by the above quote, organizations in a new market segment undergo
isomorphic changes, including coercive and mimetic change, as they sell a new service.
In the context of direct pay, the need to produce an innovative new style of care was
initially the most important precursor to forming the organization, even if this meant
continuing to innovate, beyond the point of it being an added value to the organization.
The organizations that first popularized the market of direct pay were franchises with
networks, practices that wanted to test out this new model, and began with innovative,
new technology, and a case for providing preventative care, efficiency, access, and
quality at all costs. Over time, the direct pay model was expanded and other forms of
care, including stand-alone “pure” practices, joined the movement. Some joined alone,
while others adopted the network model as a way to create legitimacy in the market,
through mimetic processes.
Hybrid direct pay care joined the pure direct pay market, but best exemplified
coercive processes. Hybrid models of care continued the health insurance model,
remaining within the government-mandated domains of coercive processes. They may
also choose to adopt many of the health reform policies that pure direct pay practices are
so negative toward. Thus, the market of hybrid models of care began to develop, where
direct pay physicians could keep many of their traditionally billed services and also
provide the FFC services on a retainer fee basis.

54

Many stand-alone direct pay practices may suggest problems with adopting
certified EHRs, due to the unknowns that are present, the lack of usage of EMRs for
billing in a direct pay model, and the cost of adopting new technologies with reduced
patient growth and productivity. Similar to the quote by DiMaggio and Powell, as early
innovators and adopters, many of the pure franchises of direct pay care continued to
introduce new technologies and incorporate the PCMH framework for the sake of
deriving legitimacy. Many of the DPC organizations may be working to receive support
from the ACA and other reforms in order to seem legitimate in the market. The hybrid
models of care are legitimate in the market, and may not require the same level of
quality-of-care standards as the pure forms of care that are looking to be proven in the
market. While pure direct pay practices may represent three of the PCMH model-of-care
characteristics, including patient-centered care, comprehensive care, and superb access to
care, the pure direct pay practices may fall short on coordinated care and a systems-based
approach to quality and safety. Because the pure direct pay practices see no benefit from
a connected network of practices and being dependent on the HIE or other government
infrastructure, these practices see no incentive, benefit, or purpose in producing
coordinated or systems-based approaches to care. On the other hand, to derive legitimacy,
networks of direct pay models and hybrid models may be more likely to create a PCMH.
The impact of the EMR on patient outcomes has been an important consideration,
one which is explored in this study. Harmon et al. (2012) suggest the negative impacts of
EMR use by doctors on patients with depression. The study produces a finding that the
EMRs reduces the presence of depression treatment provided during visits, especially
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among primary care patients with multiple chronic conditions. It will be particularly
important to suggest whether these direct pay physicians are able to bypass the negative
consequences of the EMR use in the study to help their patients receive all necessary
treatments. Direct pay physicians may place more emphasis on patient visits, and utilize
the EMR in a more efficient manner due to the usage of more customized functions and a
smaller patient base, rather than a traditional EMR that has a large patient panel and
added billing functions. This study suggests the importance of analyzing the EMR and its
impact on the direct pay physician and his or her direct pay patients, especially those with
multiple chronic conditions going forward.
Isomorphism Theory & Literature
Three components of organizational identity and organizational culture theory
are: 1) the theory on isomorphism, 2) the application of the conversion franchising
concept, and 3) the applied concept of the Organizational Culture Assessment Instrument
OCAI, which is used to score the practices for their organizational culture. Through the
use of these concepts and the isomorphism theory, I explain my third hypothesis
regarding the form of direct pay and its impact on organizational culture characteristics.
As the groups within a field become more similar to each other when they undergo
uncertainty or regulatory reform, these groups may remain sustainable due to advantages
of franchising or their organizational culture characteristics. The OCAI will demonstrate
what specific organizational characteristics/dimensions best represent each group/type of
direct pay practice, and these characteristics as well as participation in a larger “network”
(such as a franchise, coalition, or other organized movement) may impact the ability for
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the practice to sustain regulatory reforms and changing markets. Thus, the OCAI
characteristics, franchising, and the isomorphism in the field together produce
organizational identity to better understand the phenomenon (including achieving
objectives of health reform and HIT) taking place within direct pay practices. This is how
the organizational theory’s different components (isomorphism, conversion franchising,
and the OCAI) can be weaved together to generate the hypothesis on organizational
culture in the study.
Organizational theory is applied to my study through isomorphic change by Paul
DiMaggio and Walter Powell (1983). I also suggest that the concept of franchising,
discussed by Hoffman and Preble (2003), is an important one to be applied to this study,
and the organizational culture assessment by Cameron and Quinn (2011) should be
applied to my study. DiMaggio and Powell provide a theory on isomorphism, which may
be used to analyze the homogeneity across direct pay care, and how to categorize the
similarities within groups of pure, hybrid, FFC, and FFS practices. Hoffman and Preble
(2003) discuss the sustainable competitive advantage derived by franchise practices,
which applies to the hypothesis that franchised practices are more likely to sustain during
periods of uncertainty. Cameron and Quinn (2011) suggest theory and literature on past
analysis of organizational culture assessments. Organizational culture is explored to
further understand direct pay practices and whether this culture influences many of the
attitudes, actions, and policy decisions of the owners of the practices. I hope to support
my hypothesis using the differences in the pure and hybrid practices, FFC and FFS
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payment models, as well as the independent and franchised practices, based on the
organizational culture present at the direct pay practices.
Revolutionizing Organizations Through Isomorphic Change
Isomorphic change is the homogeneity that is created in a new field, as it interacts
with environmental factors (DiMaggio and Powell, 1983). Direct pay has represented
isomorphic change in its revolution from traditional private practice. A number of
organizational predictors of isomorphic change influence direct pay. Some of these
include mimetic and coercive isomorphism. During the early beginnings of direct pay
care practices, a homogenization occurred in pure direct pay care, creating a number of
similar attributes across pure direct pay care. The homogenization was especially
prevalent across networks of direct pay care.
I hypothesize how isomorphism impacts the form of practice. Mimetic
isomorphism is homogeneity created by uncertainty in an environment, and coercive
isomorphism is homogeneity created by regulatory pressure and reform. Pure and FFC
practices may be more likely to participate in mimetic isomorphism, as these practices are
typically stand-alone and act on uncertainty from within, rather than regulatory change in
their external environment. Coercive isomorphism is a state where pressure of regulatory
governance influences organizations, causing similar organizations to participate in
regulatory changes, as I hypothesize that hybrid organizations will do. These
organizations may be more likely to participate in managed care plans and must comply
with the policies proposed. Other trends of isomorphism, potentially a combination of
coercive and mimetic isomorphism, may be seen among direct pay practices in the wings
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of hospitals. Hybrid markets of care are more likely to work with the tide of regulation
and health reform to assimilate into the new market of direct pay care, while keeping part
of their insurance reimbursement structure intact. Hybrid markets represent coercive
isomorphism. Through the study of coercive and isomorphic change, it becomes apparent
that these forms of direct pay will act similarly within the groups and react to change in
similar manners, achieving homogeneity within groups. Next, I explore the applied
concepts of franchising and the OCAI to the direct pay practices.
Franchising as Competitive Advantage
The practice of franchising can play a role in producing a unique organizational
identity for the practice and can impact the isomorphism that takes place during periods
of uncertainty or regulatory reform. Franchising is a practice where a firm provides other
organizations the right to use its business model (typically at a cost or franchise fee).
Franchising has been a common model of many large firms in the U.S., including
McDonald’s, Burger King, Coca Cola, and within the health care sector, urgent care
clinics, and direct pay clinics. Franchises derive many unique benefits to the franchisor,
including: “access to capital at lower risk; cost sharing with the franchisee; rapid market
penetration at a relatively lower cost than establishing one’s own distribution system;
economies of scale; a motivated workforce of indigenous entrepreneurs; and reduced
monitoring and control costs”(Hoffman and Preble, 2003, p. 188). On the other hand, the
benefit to the franchisee is that the franchisee is able to enter a new business opportunity
at a lower cost, using a branded or “proven” product, typically with some level of
consulting and marketing assistance (Hoffman and Preble, 2003, p. 188). Franchises may
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have a higher survival rate and sustained competitive advantage due to these positive
influences from adopting a franchise model (Hoffman and Preble, 2003). Because
franchisors and franchisees remain “independent businesses with different objectives,” I
focus primarily on the franchisee side, which is how many small, independent direct pay
practices would be classified when choosing the franchise model of care (Hoffman and
Preble, 2003).
Another important influence of franchising is the creation of collaborative
alliances, which produces important networking advantages to franchised organizations.
Markets, technology, and skills play an important role in creating such an alliance. Direct
pay is useful in the markets because franchises that acquire small, independent direct pay
practices may acquire a local market that is important to a certain patient base. For
example, if MedLion were to franchise a practice that provides care to a senior citizen
population in a large part of a county in a rural area, the franchisor gains this market
segment and can spread its brand to this entire customer base. Because many of the
independent direct pay practices may not have previous experience in running a direct
pay practice (which may be the reason for joining the franchise), franchises may charge
fees to the practices to ensure that the business model is being carried out efficiently and
effectively by setting a certain standard or set of quality metrics. This will also be tested
through survey research and my interviews, to determine whether PCMH characteristics
are being carried out more so by franchise or stand-alone practices.
Collaboration and connectivity across such alliances is a dimension of PCMH that
many independent small practices may fail to carry out on their own, compared to the
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franchised small practices. Independent practices may intentionally be avoiding these
type of networking opportunities as a way to guard their own market segment or as a way
to remain apart from regulatory and government policy presence. The independent
practices may enjoy the freedom attained from practicing alone, without the requirements
of a body such as a franchisor that places rules (and the business model) on the practice.
Thompson (1992) discusses other advantages to franchising, such as joint and pooled
advertising, improved economies of scale, and purchasing power.
The discussion of the operation of small stand-alone organizations and their
conversion to franchises is a less-developed topic in health care literature. As direct pay
has become popular through the use of the franchise business models, I explore theories
by Richard Hoffman and John Preble (2003) that discuss the conversion of stand-alone
practices to a franchise direct pay model, and develop my hypothesis about differences in
characteristics among franchise/networks/coalitions and stand-alone businesses. The
theory that may explain much of the variation between franchise and stand-alone direct
pay is conversion franchising. Hoffman and Preble (2003) provide an analysis of
conversion franchising, which is defined as the process where a franchisor recruits
independent practices or its competitor’s franchisees into the franchise model. Some of
the competitive advantages derived by franchisees from conversion franchising include
all the advantages of franchising listed above, as well as a potential sustainable
competitive advantage that may result in market share and profitability.
Conversion franchisors can use strategic advantage by pinpointing the
independent organizations that have a geographic or positional location advantage that
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can produce a competitive advantage. Brand name also serves as a potential competitive
advantage. One potential negative aspect of the franchising system is adverse selection,
as noted by Shane (1998) and Hoffman and Preble (2003). Direct pay practices may join
a franchise system but overstate their abilities when initially joining, leading to the
adverse selection problem of requiring much more training, manpower, skill, technology,
capital, and many other resources for growth of the franchise model in their practice.
Through conversion franchising, Hoffman and Preble claim that some of the risks of
adverse selection can be mitigated by bringing in practices that have similar experience,
exposure, and skills to the franchise. In the context of direct pay, conversion franchising
may be less likely to mitigate adverse selection because many of the small practices that
convert to direct pay may not have experience in the retainer medicine business model
unless they have been in a stand-alone direct pay practice for many years prior to joining
the franchise, unless they have political representation and repute to uphold, or are
keeping abreast of direct pay news and updates. Many small practices that join the
franchise may be interested to join the franchise because of their lack of direction and
knowledge of direct pay and need for guidance.
Conversion franchising may be typical of hybrid models as well as pure models of
care. Hybrid models of care have an existing patient base that may convert to direct pay
practices, whereas pure direct pay models typically provide their existing patients a
choice with a certain date by which all must convert to the retainer model. The existing
patient base that direct pay physicians have is another advantage to the franchisor and
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franchisee in conversion franchising, making franchising and networks/coalitions of
direct pay a lucrative, high potential option with a sustainable, competitive advantage.
Studying the type of processes occurring in the direct pay movement will provide
insight as to how they are adapting to health reform and a changing environment, which
is why my research question analyzes organizational characteristics that group types of
direct pay care. Next, I analyze the OCAI developed by Cameron and Quinn (2011) to
depict the final research question.
Measuring Organizational Culture Through the Competing Values Framework
The Competing Values Framework is an important theory that can be applied to
direct pay in order to depict the organizational characteristics present in direct pay
practices. The Competing Values Framework produced the OCAI method as discussed by
Cameron and Quinn (2011), which has been used in many fields over a few decades. The
Competing Values Framework was developed from nearly 39 indicators that were
supposed to represent organizational effectiveness in the most thorough manner possible.
After a statistical analysis of the 39 indicators, 4 major dimensions emerged from the
Competing Values Framework: hierarchy, market, clan, and adhocracy culture.
The four major culture types stem from organizational theorists. For example, the
Hierarchy Culture stems from the writings of Max Weber, who stressed bureaucracy,
regulation, rules, and a formalized work place. Corporations like McDonald’s, Ford
Motor Company, and some government agencies are vivid examples of the hierarchy
culture (Cameron and Quinn, 2011, p. 42). The Market Culture is demonstrated by
organizations that serve as a market for themselves, which have competitiveness and
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productivity, with strong market positions, focus on profitability, competitive advantage,
and secure customer bases. An example of this culture is Xerox, which produced its own
computers and mouse, which became the foundation for Apple and other companies
today (Cameron and Quinn, 2011, p. 47). Clan Culture has a focus on productivity
through teamwork, employee development, and familial relationships between workers.
The best example that demonstrates this type of culture is Pixar, as it has a tight knit
culture of collaborators. The Adhocracy Culture is represented as cultures of innovation
and creation, which can also adapt to demands in the market and environmental changes.
The example that Cameron and Quinn (2011) provide is Google. The OCAI
questionnaire is an applied questionnaire to assess the Competing Values Framework
theory in practice.
The OCAI is discussed by Cameron and Quinn (2011) because it provides a good
example of the Competing Values Framework in organizations, including six categories
(or typologies) of culture with four dimensions in each category. Each dimension is
scored out of 25 points so that no category can have a higher score than 100 points. The
first category is dominant characteristics, which can be characterized by how close knit
the setting of the organization is, how dynamic and entrepreneurial it is, how results
oriented the organization is, and finally, how controlled or structured the environment is.
The second category is organizational leadership, which suggests whether the
organization provides mentoring and help, how innovative/risk taking the organization is,
whether the organization is non-aggressive and results oriented, and/or the organizational
efficiency and coordination present. The third category is management of employees,
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which revolves around teamwork, risk taking, competitiveness, and/or conformity. The
fourth category is the organizational glue, which is described as the commitment to hold
the organization together, the emphasis on being cutting edge, the role of achievement,
and whether the organization runs smoothly. The fifth category is strategic emphasis,
characterized as trust/openness, opportunism, competition, and/or efficiency/control.
Finally, the sixth category is criteria for success, based on the definitions of success
defined by the practice: teamwork, having a leader, competitive marketplace, and/or
smooth and dependable services. The OCAI is presented below.

Figure 4: The Competing Values Framework (Modified from Cameron and Quinn, 2011)
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While the study hypothesizes the presence of clan and adhocracy cultures at these
practices, on the other hand, traditional private practices, hospitals, and larger entities
with direct pay care may represent characteristics of the hierarchy culture, focused on
formal practices and rules. Because the latter group is market oriented and very focused
on metrics, meeting patient quotas, and reimbursement goals, it is hypothesized that the
market and hierarchy culture may fit these practices (Physicians Practice, 2012).
Traditional private practices may especially have a place in either of the lower quadrants
of the Competing Values Framework.
The OCAI can be used to produce an Organizational Culture Profile, as Cameron
and Quinn (2011) suggest. Their research has provided results from nearly 1,000
organizations. The “average organization” is most influenced by a market culture that is
results and performance oriented, and less oriented around adhocracy culture, which
emphasizes the need to innovate or create new ideas. The average profile does not
suggest an ideal type of organization because it is taken from numerous organizations,
including ones that perform exceedingly well and those that have plummeted in
performance. Brazil and coauthors (2010) suggest that primary care practices (primarily
managed care-oriented) have shown a dominant clan culture, bolstering my hypothesis
that pure and FFC practices would have the opposite dimensions with an external focus,
compared to these traditional, managed care practices.
Barbara Fralinger and Valerie Olson (2007) used the OCAI to classify the
university’s various departments, and to study the hypothetical environment that faculty
and students were envisioning for the future, 5 years later. The study incorporated the
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views of 50 students in each of the health science departments. The students conveyed
through the OCAI that a clan culture existed, which was also the culture of choice in their
opinion for the future of the school. The study also suggested the organization’s artifacts,
espoused values, and underlying assumptions (Schein, 2010). In the case of health care,
few organizations have been studied using the OCAI, and my study would particularly
benefit because it will provide any differences that may exist within a subgroup or type of
practice, and how they evolve in a changing health reform climate.
The next few organizational culture studies incorporate the OCAI and analysis of
themes or dimensions of the organizational culture through questionnaires. A systematic
review by Ilmu Keperawatan and Fakultas Kedokteran (2007) was conducted to analyze
the effects of the “domains of organizational culture, factors influencing organizational
culture, and effects of organizational culture” on the field of nursing. The authors found
11 papers that met their inclusion criteria, and their methods were driven by metaanalysis. The authors found that the domain of organizational culture was dominated by
certain themes: “teamwork, learning in practice, inevitability of change, family-centered
care, recognition-support, commitment, solidarity, innovation-productivity, control, and
continuous learning” (p. 65). They also analyzed the factors influencing organizational
culture, and found external factors, including the economic and political system, and
internal factors, such as the arrangement of job design, hierarchy, incentive systems, and
teams. They found that the effects of organizational culture influenced “job satisfaction,
job commitment, team functioning, and team action” (p. 65). Organizational culture
seems to have desirable influences and plays many roles, from nurturing the members in
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the organization, to playing the role of information access and retrieval for its members.
The limitations in the study are the lack of negative factors found in the organizational
culture of the settings, which could have provided a balanced perspective on the subject.
Tim Scott (2003) conducted a critical review of the literature, and found the
Competing Values Framework applied to at least three articles on health care issues. The
first article by Cameron and Freeman (1991) assessed the organizational effectiveness
across 9 different university-level institutional domains, including student educational
development, organizational health, and more. Their research used a competing values
framework to test the level of congruency (the number of attributes representing one
quadrant of dimensions) found in the institutions’ domains, and found that congruency
had no significant difference from organizational effectiveness. Rather, the institutions
were linked to a specific organizational culture, as the institutions scored high on some
attributes, placing them as one of the four competing values. This study was an
interesting way to use the Competing Values Framework for studying organizational
effectiveness. The next two studies analyze a slightly modified version of the Competing
Values Framework.
A second article by Gerowitz et al. (1998) analyzed the organizational culture
across 256 hospitals in different regions, including the U.S., U.K., and Canada. The result
was that many of the top-level management who completed the survey felt that Total
Quality Management (TQM) was an effective tool for producing change in organizational
culture and improvement (p. 72). For the study, some of the Competing Values
Framework’s dimensions were changed to fit the study’s objectives.
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A third article by Shortell et al. (2000) provides a study on TQM using a 20-item
Competing Values Framework-modified questionnaire, to assess the influence of TQM
and organizational culture on about 3,000 patients in 16 hospitals. The patients felt higher
clinical efficiencies, higher functional heath status, patient satisfaction, and other positive
measures of health status when there was greater TQM efforts launched.
It is a shortcoming of the literature that no organizational assessment has been
completed on direct pay practices, to find out what their identity, and potentially the
overall culture, would represent. I suggest that based on the Competing Values
Framework theory of Cameron and Quinn (2011), the most likely dimension of the
organizational culture of direct pay practices is the “clan” or “adhocracy” culture in the
upper-left quadrant. Clan culture represents family-like relationships, personalization,
and teamwork in the organization, which is shown in Figure 4. My claims of the
difference between pure and hybrid direct pay practices would be represented by
spontaneous, organic processes, rather than mechanistic processes, which would also be
bolstered by my claims from the section on Ritzer (1993), where I suggest the difference
in direct pay and the traditional medicine that has undergone McDonaldization.
The organizational identity and culture present in direct pay practices is not
analyzed empirically, a subject that could be of great benefit to society. By applying
organizational theory to the direct pay practice, a new and limited area of research has
been found. It will be expanded further through interviews on the subject of
organizational identity and health reform. The theory on isomorphic change as well as the
application of the conversion franchising concept and the OCAI represent three different
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elements that together produce my third hypothesis regarding the form of direct pay and
its impact on organizational culture characteristics. As the groups within a field become
more similar to each other due to uncertainty or regulatory reform, these groups may
remain sustainable due to advantages of franchising, or their organizational culture
characteristics, as these three elements of theory have shown.
Concluding Notes on Theory Application
The social, technological, and organizational theories demonstrate the importance
of analyzing the differences across types of direct pay practices, as well as these
practices’ actions during a changing health reform climate. Population ecology theory
illuminates how direct pay practices distinguish themselves from traditional practices in
their quality of care and personalized, preventative focus, and the evidence for why this
field emerged amidst a new demand for direct pay care delivery, quality, and objectives.
Population ecology may explain the attitudes of direct pay practices toward government
health policies, and similar and differing objectives that may exist for direct pay
practices, traditional practices, and the government in providing what each considers
“satisfactory” care. Population ecology suggests the origin of a new species of
organizations. For this study, population ecology depicts how direct pay deviates from
the traditional forms of medicine, by producing high-quality, efficient and effective care,
compared with the standardized “McDonaldization” of health care (Ritzer, 1993).
Population ecology and the McDonaldization concept also provide the reasoning for
more economical forms of direct pay (through DPC) that have evolved to meet a new
demand for services by patients of diverse backgrounds and socioeconomic statuses.
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Franchises of direct pay and network models of direct pay also offer practices the
relationships, resources, and branding that may produce a competitive advantage in
sustaining change. These networks may help lower the cost of services in the market,
through standardization, which again depicts McDonaldization of direct pay. Through
these concepts and the broad population ecology theory, it is easier to envision how direct
pay practices group together according to similar objectives. For example, some focus on
cost, while others focus on care delivery. Similarly, these practices may evolve to meet
the growing demand for specific types of services (home health, services for chronic
conditions, house calls, etc.) and may influence the market rate for subscription services,
or decide whether to offer a pure or hybrid (managed care) model, depending on their
patient base and the changing regulatory environment. Thus, the population ecology
theory provides a basis for studying the hypothesis that the form of direct pay (pure,
hybrid, FFC, or FFS) impacts the attitudes toward, and ability to, incorporate the
objectives of health care reform.
The Technology Diffusion Theory by Rogers (1962) develops the discussion of
adoption of health technologies at small practices, and suggests that technology diffusion
is not only economic and scientific, but also cultural in nature. The theory explains why
there may be differing EMR or EHR adoption rates as well as differing HIT policy
perspectives at direct pay practices. The measurement of adoption, implementation, and
use are all equally important in understanding whether HIT presence and use differ by the
type of practice. The Diffusion of Innovations Theory supports the hypothesis that the
form of direct pay may impact the different types of HIT that a practice adopts and
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implements in its practice, and whether the practice uses MU and other government HIT
policy objectives/metrics. The theory also supports the idea that the different forms/types
of direct pay practices may be at different stages of the adoption of HIT (based on the
model of innovators, early adopters, late adopters, and laggards), and also based on the
type of HIT being studied. This theory ties closely to the population ecology theory
because the diffusion of the HIT requires a field to adapt to the needs of the society,
based on resource availability and regulatory change (while taking the communication
channels, social networks, and cultural impacts of the innovation into account) in order to
transition to and fully use new innovations.
Finally, organizational theory explains how organizational identity and culture
play a role in differentiating across forms of direct pay care. Applying the concept of
population ecology to the organizational culture suggests how the organizational culture
drives action and attitudes, which in this case are attitudes and achievement of health
reform and HIT objectives and policies (Swidler, 1986). Organizational theory by
DiMaggio and Powell (1983) suggests how the presence of isomorphic change impacts
direct pay practices, which in this case would produce categories of practices: “pure,”
“hybrid,” “FFC,” and “FFS” direct pay practices. The concept of conversion franchising
discussed by Hoffman and Preble (2003) explains the behavior of franchises and the
potential advantages gained from franchising in direct pay care, especially during periods
of isomorphic change. The type of organizational culture may also be tested through the
OCAI to better understand how the organizational culture and identity of direct pay
practices are classified by specific organizational characteristics. Together, these
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concepts and theories of organizational identity support the hypothesis that the form of
direct pay may impact the organizational culture dimension in which the practice scores
the highest.
The three theories together provide examples of how to answer the overarching
research question: how does health reform impact the different forms of direct pay
practices? More specifically, the theories generate the three hypotheses, which explore
how variations in direct pay impact the ability to meet health reform objectives, HIT
objectives, and produce variation in organizational culture across and within the
practices. Next, I discuss limitations in the literature.
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Limitations in Current Literature & Conclusions
After searching the comprehensive, Informs electronic database and various other
soft and hard copy literature databases, there seems to be limited literature, research, and
reports on the status of the field of direct pay as a whole, the more specific forms of
direct pay, and the adaptations of direct pay to health reform and changes from the ACA.
I find that learning about how direct pay care may or may not fit into a PCMH model of
care could be a particularly influential policy solution to expand on and provide policy
implications for the academic, economic, and political arena. The status of the economic
growth in direct pay may be tied to the potential benefits and costs to becoming a direct
pay physician. Some of these benefits and costs may be understood by analyzing the
objectives of direct pay care, attitudes toward PCMH and health reform, and whether
physicians are seeing new avenues in other fields, which do not require many of the
mandated provisions in the ACA. HIT plays an important role in health care today,
although small practices have been slower to join this trend. Completing a literature
search, I did not find any articles on the status of HIT adoption by direct pay physicians.
The organizational culture of these practices may affect the state, motivations, and
interests of direct pay physicians, although literature does not suggest any tests on this
population to assess how the physicians are adapting to change, finding their patient base,
and promoting their practices.
This section provided an in-depth analysis of social, technological, and
organizational theories to discuss the introduction and growth of direct pay, the potential
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benefits of direct pay in countering issues related to the ACA, and the possible limitations
in the literature thus far. The section provides theoretical underpinnings for the purpose
of the overall study of direct pay physicians, and reasoning for deeper analysis of
differences within forms of direct pay. The social and organizational theory provide a
foundation for studying small practices, especially after the passing of new health
policies that may be hurting the general primary care physician population, and discusses
the isomorphic change that may be present at these practices. The technology diffusion
theory provides grounding for the differences in small practice adoption of HIT, and may
also provide reason to assess the direct pay physician population alone, to suggest
whether this population has a higher rate of technology diffusion compared to other small
practices and across pure and hybrid direct pay practices. The OCAI provides a unique
method to test the objectives of direct pay practices and either group them similarly by
their organizational style, or suggest that there are definite differences across pure and
hybrid practices.
The literature review was grouped as literature on direct pay practices, including
the influences of direct pay on the economy, the providers, and the patient. There have
been noted differences across pure and hybrid forms of direct pay care, but nothing that
suggests the influence of health reform on the different forms. This literature provides for
a foundation for studying direct pay care because the research questions in this study
have not been previously analyzed, and may provide a contribution to the current
literature. The literature review also provides evidence for potential differences across
direct pay care, the use of advanced technology for improved quality of care and
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accessibility to patients, and supports the hypothesis for the research. The literature
review identifies the limitations in the research thus far that has provided for facts and
explanations of the behavior of direct pay practices, and their ability to adapt to a
changing health reform climate. After providing evidence to support the research
questions and hypotheses, the sections to follow will discuss the study’s methodology
and logistics required to conduct the results.

76

CHAPTER 3: RESEARCH OBJECTIVES

This section provides a brief summary of the research objectives and research purpose of
the study. The research objectives of the study are to:
1) Learn about the influence of health reform on direct pay. The study also hopes to
more precisely define variations that may exist across forms of direct pay
practices (by producing comparisons across “pure” and “hybrid” styles of direct
pay, “FFC” and “FFS” payment models, and “independent” and “network” forms
of care);
2) Analyze direct pay physician attitudes toward new health reform policies,
participation in health reform objectives, and the presence of a PCMH in direct
pay physicians’ practices;
3) Identify the rate of HIT (Electronic Medical Record (EMR) and mobile health)
adoption for direct pay physicians as a group, and across different styles (or
subgroups) of direct pay practices (“pure” FFC, “hybrid” models of care); I hope
to compare attitudes of direct pay physicians toward HIT, “MU” policies, and
HIE networks; and
4) Classify the direct pay practices according to organizational behavior style, based
on the OCAI to develop an understanding of the organizational identity of direct
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pay physicians. There may also be organizational differences between forms of
direct pay care.
In this study I propose a number of relationships through one main research purpose.
The main purpose is to test the statistical difference between how groups of direct pay
practices function during health reform. In the next section, I build on this proposition
and discuss the ways in which I plan to test this proposition.
Next provided are the research questions. The research questions include a
testable set of hypotheses and sub hypotheses that were used to guide the study.
Research Questions
The purpose of the study on direct pay is to generate a better understanding of
direct pay physicians and their practices, and to gauge whether the direct pay practices
are affected by health reform. As there may be differences in how forms of direct pay
practices are reacting to health reform policies and utilizing its objectives (e.g., the
PCMH model of care or HIT adoption), I analyze the differences in practices that are
“pure,” and retainer-based models of FFC direct pay, compared to “hybrid” practices,
which accept retainer medicine and insurance, that may utilize more traditional FFS
payment models. Pure and hybrid practices may be further divided into stand alone and
franchise models of direct pay care. I answer the question of whether and how direct pay
practices are affected by health reform through three unique sub questions, including: 1)
their attitudes and actions toward health reform and creation of the PCMH, 2) the
technology adoption at the practices, and 3) organizational style and identity present at
the practice. The research question and hypotheses are provided in Table 1, below.
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Table 1: Research Questions, Sub Questions, and Hypotheses in the Study
How does health reform influence direct pay?
Research Question

Sub question 1

More specifically, how does the organizational identity (of “pure”
and “hybrid”) direct pay practices, and the FFS and FFC payment
model compare when carrying out changes to health care reform
(ACA & HITECH) objectives and policies?
How do direct pay physicians perceive the influence of
government health policy reform on their practices?
a. How do pure and hybrid direct pay practices’ attitudes
compare toward heath reform policies? How do FFC and
FFS practices compare in attitudes and utility of health
reform policies?
b. How do direct pay practices perceive the individual
mandate, and other related provisions?
c. How does (if, at all) direct pay fit the PCMH model of
care? Are pure and/ or hybrid direct pay care integrating
the five PCMH characteristics stated by AHRQ?
d. What are the views of direct pay practices toward
participation in the ACO model of care?
e. How do direct pay practices compare in adapting to
HIPAA compliance?

Hypothesis 1

H1: The form of direct pay care and payment model present
influence likelihood to adopt and implement health reform
policies.
a. Health reform may have a negative influence on pure
and FFC direct pay physician practices, especially “pure”
stand-alone direct pay physician practices.
b. Health reform may have a positive influence on hybrid
direct pay practices that work under a franchise model
or that are affiliated to hospital networks.
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Rationale:
Reasons for negative attitudes toward health reform:
-They may not be receiving any benefits or incentives from
health reform measures, including expanded health insurance
coverage and HIT incentives, which larger practices and hospitals
receive.
-They have joined direct pay care for the purpose of
independence and freedom from government regulation and
reform, rather than to follow the government objective of PCMH
model of care.
-They do not view the sociocultural, economic, or technological
benefits of health reform as outweighing the costs.
The physicians of hybrid and franchised direct pay practices may
see benefits from participating in health reform. They may be
attracted by incentives in networking with other practices,
attracting new patients with insurance along the health
insurance exchange, and legitimating themselves through the
Direct M.D. Act Legislation.
Sub question 2

Hypothesis 2

What is the rate of HIT adoption across direct pay practices?
How does the rate of HIT adoption differ across forms of direct
pay care?
H2: The form of direct pay care and payment model will
influence the likelihood to adopt HIT and the likelihood to
implement HIT policies.
a. Direct pay care may generate a higher rate of HIT
adoption usage than the rate of traditional private
practice physicians. Pure styles of direct pay care are
more likely to adopt HITs than hybrid forms of direct pay
care, because pure styles were more likely to be early
adopters and innovators. Hybrid and FFS models / forms
of direct pay care may be more likely to “meaningfully
use” HIT and connect to an HIE.
b. Franchised and networks of direct pay care practices will
adopt HIT and meaningfully use HIT policies at a higher
rate than standalone practices.
Rationale:
Hybrid direct pay care may be more incentivized to meaningfully
use HIT, due to incentives tied to insurance- based EMRs. Pure
direct pay care may find HIT useful for specific functions, such as
mobile health and PHRs. Franchised practice may find the
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connectivity and network of the EMRs useful and easier to
achieve through their franchise model of care, compared to
standalone practices.

Sub question 3

Hypothesis 3

Franchised direct pay practices and practices affiliated with
hospital networks will particularly have success at MU.
Independent direct pay practices will also have a difficult time
achieving MU due to the lack of overhead and benefit from MU
for small independent/stand-alone practices.
How can direct pay care be categorized according to the OCAI?
Do pure, hybrid, FFC, and FFS forms of direct pay care differ in
categorization within the OCAI?
H3: The form of direct pay care will influence the organizational
culture present at the practice.
Pure direct pay care is more likely to represent dimensions of
clan or adhocracy culture, while hybrid forms may represent a
combination of clan and market (or results oriented) culture.
Due to an internal focus, pure direct pay care will be less likely to
be influenced by health reform than hybrid forms of care.
Rationale:
The pure direct pay style of care will most likely represent a
“clan” culture, because the direct pay care provides a “family”
like environment to patients, and focuses on personalizing care
and quality objectives more than competition and output-based
objectives.
Franchised direct pay care may fit into the adhocracy or
hierarchy dimension, making franchised direct pay practices
more likely to be affected by health reform policies.
Rationale:
Franchised direct pay care was first to popularize the movement,
and may continue to spread the movement, while following
government policies in order to find legitimacy through Section
1301 of the ACA and other legislation.
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The above research questions and hypotheses may be explained by the population
ecology theory, technology diffusion theory, organizational behavior theory, and past
literature in the next section. Direct pay care emphasizes quality and individualized
treatment, with an emphasis on a family environment and seems to demonstrate the
PCMH model of care from a general perspective. My research will contribute to the
literature by analyzing whether and how direct pay physicians are portraying a PCMH
model of care, their responses to the policy changes in their environment, and the
presence of organizational culture and technological diffusion present in the practices. It
may also provide for generalizations about the policy implications of ACA on traditional
small practices in comparison to direct pay practices, and how the two markets compare.
The introduction provided a description of the changing health reform climate in
the U.S., and the development of the field of direct pay, which serves to parallel the
positive, and mitigate some of the negative outcomes generated by new health reform
policies. The influences of health reform are of an economic, technological, and
sociocultural nature, which include the presence of a widening shortage of PCPs,
mandatory adoption of HITs and policies that hurt small practices, and the development
of new objectives, including a prevention-based approach to health care, and a PCMH
model of care. These changes may be driving more physicians into direct pay care, due to
some of the benefits that direct pay care provides. A retainer-based organization, direct
pay practices run with a personalized relationship between patient and physicians, reduce
the number of patients that physicians must see, reduce insurance and administrative
burdens faced by traditional physicians, and offer prevention-based motive of delivering
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care. Understanding how physicians are handling health reform changes and differences
within variations of direct pay care may provide new policy solutions to the challenges
faced by traditional physicians in the U.S. Next, I discuss an overview of the following
sections.
Hypothesis 1
I apply population ecology theory to the study of direct pay, because of the stark
differences between direct pay and traditional medicine. Using population ecology theory
to demonstrate a shift away from McDonaldization of health care and the formation of
new fields within the direct pay niche of private practice, my primary objective and
research purpose is defined. The primary purpose of the study is to further understand the
types of direct pay practices and delineate how direct pay physicians have been affected
by health reform. I hope to find that direct pay physicians perceive changing health
reform policies as an opportunity to further separate from traditional medicine and
revolutionize the state of modern health care.

I test my hypothesis about direct pay physicians and their attitudes and
perceptions of health care influencing their practices using the survey I have developed,
which is discussed in greater detail in Section 3. The survey has a quantitative and
qualitative section, which will address many health policy issues and question the direct
pay physicians on the role of health reform policies on the state of their practice. The
population ecology theory will provide fuel for many of the differences between
traditional and direct pay practices, as well as potential similarities and differences within
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pure and hybrid status and FFC and FFS direct pay business models. A potential
consequence of this new form of medicine is that many different variations of direct pay
care have similar attitudes toward health reform, and are differentiating themselves as a
brand of their own. It will be left to be seen whether pure forms of direct pay care will act
similarly and group together, compared to hybrid forms of direct pay care and similar
homogenization between FFC and FFS. The first hypothesis test the differences in health
policy attitudes within and across direct pay forms of care.

Hypothesis 1: The type of direct pay, whether pure or hybrid influences likelihood
to adopt and implement health reform policies. Similarly, the type of payment model at
the practice, whether FFC or FFS, will influence the likelihood to adopt and implement
health reform policies.

My hypothesis will test whether the variation in direct pay care influences new
health reform policies. The physicians of hybrid direct pay care practices may be
particularly negative toward health reform, because they may not be receiving any
benefits or incentives from health reform measures, including expanded health insurance
coverage and HIT incentives, which larger practices and hospitals receive. On the other
hand, pure direct pay practices and FFC practices may be more likely to feel that health
reform either has no effect or has a positive effect on the practice.

Unlike the “McDonaldized,” traditional health care today, most small, direct pay
practices do not operate like a franchise, with standardized rules and regulations, or
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objective patient growth targets. Because direct pay care chooses to differentiate itself
based on personalized forms of care and practices, many of the health reform principles
may seem problematic, because they enforce government dependent care, standardization
of health care, and models of care that are objective in nature, including PCMH and the
individual mandate. The reforms that enforce HIEs and HIPAA may also be more
difficult to adopt and integrate for standalone direct pay practices, because they choose
not to operate as a connected franchise or network; rather, they prefer to operate
independently. Hybrid direct pay practices accept insurance and benefit from
government influences, so I hypothesize a positive attitude toward health reform because
of perceived benefits (from MU) as well as potential ease in adjusting to health reform
changes (HIPAA, HIEs, universal coverage, PCMH model of care) for these hybrid
practice physicians.

Hypothesis 1 is an assessment that physicians will be primarily negative toward
many of the changing policies, including expansion of health insurance (especially
Medicaid and Medicare), individual mandate provisions (expansion of national health
insurance), participation on the HIE, MU, and mandatory EMR usage policies, and more.
I hypothesize that direct pay practices, similar to small businesses, may take on a
negative attitude toward government and government health policies. Differences may
persist according to payment model. Physicians at FFC practices may have negative
attitudes toward policies because they accept insurance and perceive the expansion of
safety net programs and public health insurance through a single payer system as
reducing their possible patient base and desired revenue generated at the practice.
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Of the five PCMH characteristics, there is possibility that the goals of patientcentered care, comprehensive care, and access to care are being met by direct pay
physicians. These are characteristics that direct pay physicians have prided themselves on
as part of their brand and identity (AAFP, 2012). At the same time, the objectives of
coordinated care and systems-based approach to care are not characteristics that would be
supported by pure direct pay care. More than likely, pure direct pay physicians have
separated from the traditional forms of primary care in order to have freedom from
government regulation and policies. By being connected through an HIE and connected
to a larger system of health providers, and/or insurance companies, they will be once
again tied down by bureaucratic and administrative hassles, that may limit their abilities.
Pure direct pay care has segmented itself in the market, such that it does not seek or
require the political ties or collaboration that the PCMH creates. I hypothesize that pure
direct pay care will be likely to fulfill only three of the PCMH objectives, whereas hybrid
models of care may achieve any of the PCMH objectives due to an interest in access to
incentives, benefits, and competition in participating in the health care market.

Next, Diffusion of Innovations Theory will frame the discussion on direct pay
care and be applied to my study on direct pay. It should be noted that population ecology
theory, technology diffusion theory, and organizational theory are relevant and provide
common guidance for the construction of direct pay, but they are analyzed in separate
categories to provide a focus to the discussion.
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Hypothesis 2
The following section suggests how to test the technology diffusion for and across
direct pay physicians’ practices, namely deciphering any differences between pure and
hybrid direct pay care. Because technology diffusion is a cultural and scientific
phenomenon, there are a number of policies and attitudes influencing HIT adoption for
direct pay physicians. The study of technology adoption across direct pay practices is
vital to understanding the growth of direct pay care during health reform, because many
health reform policies are closely intertwined and incentivize the use of HIT.
Hypothesis 2: The form of direct pay care will influence the likelihood to adopt
HIT and the likelihood to implement HIT policies. The form of FFC or FFS payment
model will also influence the likelihood to adopt HIT and the likelihood to implement
these HIT polices.
Direct pay physicians may utilize HIT adoption at a higher rate than traditional
private practice physicians. Pure forms of direct pay care are more likely to adopt HITs
than hybrid forms of direct pay care because pure forms may have been early adopters
and innovators. Hybrid forms of direct pay care may be more likely to meaningfully use
HIT and connect to an HIE, because they practice coercive isomorphism and follow
policies to gain legitimacy in the market.
This hypothesis will provide an understanding of the utility of HITs to direct pay
physicians. Utility may differ based on the type of HIT, including electronic and mobile
technologies, and also may differ based on the form of direct pay care. The reason for
adoption of HIT may also differ.
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Hybrid direct pay care physicians may possess perceptions of government
influenced by MU (HITECT Act) incentives that are tied to electronic billing, a rationale
to adopt that is different from the benefits that pure direct pay care physicians perceive
from adoption. For example, HIT News suggested that a recent survey showed that nearly
53% of survey respondents were persuaded about HIT adoption in practice due to CMS
HIT mandates in 2010, an increase of about 14% from 2009. Other news suggests that
variation still exists in the number of EHRs that qualify for MU at practices. Though
there may be intention to qualify and make use of MU incentives, the HIT system
purchased may not fit the criteria for qualifying. For example, the American Medical
Association suggested that “of the 72% of office-based physicians using EHR systems,
only 27% had systems capable of supporting at least 13 MU core objectives….[and] even
fewer have the ability to meet all 15 core objectives, all of which must be met for
compliance.” Also found was that the majority of those running EHR systems were
actually only using basic EHRs which did not qualify for MU incentives (AMed News,
2012).
My hypothesis suggests that many of the pure and hybrid practices may be using
HIT at a higher rate than traditional private practices, although variations may exist
across forms of direct pay care. Pure direct pay care practices began with a brand identity
that focused on HIT as a pillar for their communication with patients (Knope, 2010).
Many of the first pure direct pay practices were founded on mobile and convenient access
to patients, next-day appointments, and electronic labs results, records, prescriptions, and
reminders. Thus, they may be considered early adopters in the HIT movement, in
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comparison to hybrid practices that waited for health reform before adopting HIT. My
hypothesis also suggests the possibility that hybrid and franchised forms of care will be
more likely to perceive technology adoption policies, such as MU, as positive for their
organization, in comparison to pure direct pay practices. I hypothesize this after
reviewing the literature and viewing the clout that some DPC and other hybrid practices
have in recent legislation on the legitimacy of DPC in Section 1301 (amendment 10104)
of the ACA, and the close ties between franchised DPC and many independent bodies
and organizations, including the American Academy of Family Physicians, and others.
“Partners depend on a network of entrepreneurs to advance common methods and
goals like the sharing of information on innovations that potentially could benefit all
franchise partners,” suggests Hoffman and Preble (2003). This insightful quote suggests
the greater likelihood that franchises have networking and information sharing potential,
which is not characteristic of standalone practices. For this reason and after reading
franchising theory, I find that franchised direct pay may be more likely to adopt new
technologies and share an environment of innovation with those who are part of the
franchise model, in comparison to standalone practices. For this reason, I hypothesize
that franchise direct pay is more likely to adopt HIT than standalone direct pay practices.
Franchises may also be more likely to follow HIT policies, including MU.
MU of HIT may vary by pure or hybrid form, although both forms have
franchises and networks. Pure direct pay franchises include MedLion, whereas hybrid
direct pay franchises include MDVIP and OneHealth Group.
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After reading the theories and literature on technology diffusion and literature on
HIT adoption across small practices, this section finds the need for more research on HIT
adoption at practices. The literature suggests the possibility of the relationships between
pure practices adopting HIT early, but hybrid practices meaningfully using technology,
while franchises may feel the need to adopt HIT for legitimacy and through strong
networks of coordinated care. Stand-alone practices may be the least likely to adopt HIT.
Hypothesis 3
I find the OCAI to be a unique way to analyze the culture present at direct pay
practices, because there has been no past literature or research on the organizational
culture and organizational behavior of direct pay practices. Little is known about how
direct pay practices operate, the culture present, and the motivations behind the style of
organization. By analyzing the type of organizational culture present, there can be
possible improvements in market processes, information delivery, and quality of care and
patient outcomes. The type of organizational culture may also influence the health reform
attitudes and HIT adoption processes, suggesting that pure and hybrid practices are
affected by a specific organizational identity.
For this reason, my third hypothesis focuses on predicting a potential
organizational culture present within and across direct pay practices. By utilizing a
modified OCAI as part of my survey questions, I hope to gauge the style of
organizational culture present and also find differences and similarities in the culture
present in different styles of direct pay practices. I also hope to use the qualitative aspects
of interviews with direct pay physicians to better understand how the organizational
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culture has formed and what may be the reason for one or more dominant cultures
present. The concepts of isomorphic change are also crucial in learning whether pure and
hybrid direct pay practices are functioning similarly or differently, and why this
phenomenon is occurring.
Hypothesis 3: The form and type of direct pay care and payment model will
influence the organizational behavior present at the practice.
The direct pay style of care will most likely represent a “clan” culture, because
the direct pay care provides a “family”-like environment to patients, and focuses on
personalizing care and quality objectives more than competition and output-based
objectives. “Pure” direct pay care may have qualities of the “clan” culture, whereas
hybrid forms of direct pay care may represent result-oriented and fit-into-the-“market”
culture.
Franchised direct pay care may fit into the adhocracy or hierarchy dimension, as
they were the first innovators in the movement, and may continue to innovate while
follow government policies in order to find legitimacy.
The OCAI was originally developed by Cameron and Quinn (2011) and was
designed to test the nature of organizations in four cultures: clan, adhocracy, market, and
hierarchy culture. Direct pay care emphasizes quality and individualized treatment, with
an emphasis on a familial, close-knit environment, and a spirit of risk taking and
innovation. Thus, my hypothesis suggests that direct pay care is most driven by its
personal environment and resembles the clan and adhocracy cultures.
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Assessment and categorization of the organizational culture can be accomplished
by using the above-referenced methods. Organizational theory provides an important
subject for analyzing the nature of direct pay. By assessing the type of culture present at
direct pay practices, it may be easier to understand the objectives and goals of the direct
pay practices, as well as using the culture of direct pay practices to better understand their
attitudes and perceptions toward changing health policies and diffusion of new
technologies. The underlying organizational culture may bolster the overall discussion of
direct pay practices by providing theoretical underpinnings for the direct pay practices’
behavior illustrated in my study. The presence of similarities and differences across the
pure and hybrid forms of direct pay care may also be better understood by conducting the
OCAI on direct pay practices.
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CHAPTER 4: METHODOLOGY

This section discusses the research methodology used to answer the proposed
research questions and hypotheses. The research design employed is mixed methods in
nature, through quantitative and qualitative survey research. The sampling methodology
employed is a convenience sampling technique, through communication with physicians
across numerous electronic portals, websites, conferences, and forums. The procedures
taken to ensure research ethics and participant privacy are to provide an employed
consent form and provide participants with an option to exit the survey if they choose to
do so. The dissertation meets Institutional Review Board (IRB) exemption # 8578,
suggesting that the research does not meet the IRB definition of human subjects research.
Details about the operationalization of key variables and the survey instruments are
discussed, including questions from each of the three research sub question sections.
Finally, specific data analysis techniques, such as linear, logistic, and multinomial
logistic regression techniques are briefly summarized and will be applied to the models in
the next chapter.
Rationale for Research Method
There are a few reasons why the survey research method is necessary for
analyzing direct pay physicians and their practices. First, there have been few studies that
have examined the variation across direct pay practices, especially in relation to the
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changing health reform climate. Surveys provide a unique format to study the perceptions
of physicians from a policy perspective and to learn about their organizational style and
role, strengths, and weaknesses in working in the direct pay practice setting. Second,
surveys can provide the most relevant, useful, and generalized information on the subject
since there is limited data on the subject. Surveys may allow completion in a costeffective and time-efficient manner, and can be supplemented with interviews that allow
for elaborate understanding of the underlying reasoning for the phenomenon. For the
purposes of this study, the use of electronic questionnaire-based surveys permit
participants a timeframe to think about the questions and also to research any information
they do not have. For example, questions on new technology policies, such as MU and
the name of their EMR vendor, may require some research on the part of the respondent,
so an online survey may allow for the flexibility to begin the survey and then step away
to research a question before finalizing their answers. Open-ended questions as a
supplement to the electronic survey may confirm and buttress evidence suggested by the
statistical analysis from the quantitative survey.
According to Laurence Frey, Dennis Botan, and Marshall (1999), researcher
effects may be reduced by utilizing survey questionnaires. Frey et al. (1999) suggest that
researchers may have an unintentional or intentional influence on the responses generated
by respondents, through attitudes, biases, and other environmental and behavioral actions.
By conducting this survey with electronically delivered questionnaires, research effects
were minimized.
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Gunther Eysenbach and Jeremy Wyatt (2002) offer pure and mixed methods
analyses of internet surveys in health research. The internet may be used for qualitative,
passive analysis through electronic discussion boards and forums and qualitative, active
analysis through participant-observation in an electronic focus group, or for quantitative
analysis through multiple-choice internet surveys and questionnaires (Eysenbach &
Wyatt, 2002). The authors suggest advantages and disadvantages of conducting such
electronic research. Internet research can reach many individuals outside of an
experimental setting (reducing the response bias caused by more personal forms of
communication) and produce a richness of perspectives that may not be found due to
resource, time, and geographic constraints via in-person research. The authors also
suggest the technical disadvantages that may arise from quantitative, qualitative, and
mixed methods research: selection bias (due to self-selection into research through the
internet), use of cookies and problems with storing information (a privacy complaint), the
inability to measure response time online, possibility of missing data, and inability to
maximize response rate.
Mixed Methods
In one particular study, the NIH defines mixed methods research as: “employing
rigorous quantitative research assessing magnitude and frequency of constructs and
rigorous qualitative research exploring the meaning and understanding of constructs;
utilizing multiple methods; and intentionally integrating or combining these methods to
draw on the strengths of each; and framing the investigation within philosophical and
theoretical positions.” This definition was constructed by Burke Johnson, Anthony
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Onwuegbuzie, and Lisa Turner (2007) and is used for the purposes of mixed methods in
this study.
Johnson et al. (2007) discuss the general history of mixed methods research,
which was divided by the “Plato” researchers who were quantitative in nature and
“Sophists” who focused on qualitative research. Johnson et al. (2007) discuss how
qualitative and quantitative methods work together to provide triangulation,
complementarity, development, initiation, and expansion of a particular research
question. Triangulation involves using quantitative and qualitative techniques in a study
to provide multiple perspectives, with the goal of maximizing internal validity, and
complementarity is the process of illuminating new insights, comparisons, and rationale
through triangulation. Development is the process of figuring out next steps (“further data
collection, sampling, and analysis”) using the mixed methods in the research (Charlene
Yauch & Harold Steudel, 2003). The use of mixed methods has also been encouraged by
Ulrika Östlund, Lisa Kidd, Yvonne Wengstrom, and Neneh Rowa-Dewar (2011) as well.
Östlund et al. (2011) review 168 mixed methods studies to find that the majority of
studies use both methods in a “parallel” manner, where both methods are employed
together in the data collection and study of the research question, but the interpretation
and results are analyzed separately. Some studies in the systematic review by Östlund et
al. (2011) used sequential data analysis, which means the qualitative method is used first,
the results of which are followed up by quantitative methods. Very few studies used
concurrent data analysis, where the research question was analyzed separately in one
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method, and then a different method was used without following up on any
interpretations or data collected from the first method.
Johnson et al. (2007) discuss one more advantage of mixed methods research,
known as “critical multiplism,” where research questions can be examined from different
perspectives to find differences in the results across methods. The richness of data,
confirmation of particular evidence, and suggestions of paradoxes across types of
methods may be other important interests of mixed methods research (Yauch & Steudel,
2003; Johnson & Turner, 2007). On the other hand, one of the disadvantages to mixed
methods is that often mixed methods research is done without clear purpose or design and
may cloud the original research question proposed (Östlund, 2011). Because mixed
methods requires combining of two separate methodologies, it tends to be labor-intensive
and can require research teams to complete, added time, and financial resources in order
to be completed to perfection. Interpretations of mixed methods can also vary, so
methodological purists tend to discourage its use (Yauch & Steudel, 2003). I found the
mixed methods approach to be fitting to the purpose of the study, the newness of the
subject and limited data present, and fitting in answering the research questions and
hypotheses.
For my study, I utilized a mixed methods, quantitative electronic survey
technique, followed by qualitative interviews. I minimized some of the problems of
electronic surveys by supplementing the survey with in-depth interviews that provide
respondents with a platform for voicing any discrepancies in the answers chosen in the
electronic survey and actual reasoning or answers. Respondents were provided with a
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choice between online or hard copy surveys, and an opportunity to supplement the survey
with an in-person or telephone interview.
A combination of multiple choice questions and open-ended questions were
asked in the survey. The open-ended questions are primarily provided as a platform for
having direct pay physicians define their own classification of their practices, and as a
forum for discussion on any issues that were not covered in the multiple-choice format.
In this manner, in-depth analysis and a quantitatively useful set of responses are
generated from the study, which will be discussed in the Data Analysis section.
Sampling
The sample of this study consists of physicians, and in lieu of physicians, an
office manager who has served at the practice for at least 1 year in the U.S. The study
focuses on understanding the field of direct pay and the “practice,” so a logical way to
learn about the practice is to understand the physicians’ attitudes and perceptions, as well
as utility of various technologies, in addition to studying the organizational behavior at
the practice. Due to the newness of the field, the physicians who are typically the owners
and founders of the practice are the most likely to know about the organizational style
and practice setting. From the literature review, it was found that these practices keep the
costs low by hiring very few administrative staff, if any. Because of the high turnover of
the administrative staff and a minor role in the practice, the most reasonable and
influential results may be gleaned by interviewing and surveying the physicians whose
vision aligns with the direct pay style. Understanding the practice function and
organizational vision can be accomplished by discussing the small practice with the
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physicians and owners of the practice in order to learn about the following: the
organizational identity and mission of the owners of the practice, motivations of the
practice to incorporate an innovative and adaptive environment, new technologies, and
potential growth and success. The literature suggests that the number of direct pay
practices has grown and may continue to grow, although the numbers are much lower
than the traditional small, office-based practices.
The survey is provided to any form of direct pay physicians and office managers
of direct pay physicians, with no restrictions to age, sex, race and other demographic
characteristics. These characteristics may be used as constants to control for confounding
factors influencing the physician’s decisions in their practice. Past studies focus on
general characteristics of the physicians and practices that were pre-health reform, or
focus on outcomes, such as the number of preventable hospital discharges. This study
focuses on the influence of health reform and changes in the regulatory environment, to
analyze perceptions and attitudes of the practice to the changing environment. I will look
for statistically significant differences between pure and hybrid and FFC and FFS
payment model practices, and also focus on physician experiences with new technologies
and health policies. My study uses an organizational assessment to classify the
organizational culture and characteristics of the practices, because direct pay practices
have not been assessed thus far on their organizational identity and culture in the
literature. Due to the defined gaps in the literature, my study provides a broad focus in
order to capture many variations across direct pay care.
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Sampling Method
The sampling methods utilized are the convenience and snowball sampling
methods, which have been used in other surveys of direct pay physicians (Caleb et al.,
2005; Clark et al., 2011; GAO, 2005). The researcher utilized a web search for direct pay
websites, web forums, online forums which may have online channels (e.g., electronic
mailing lists, web-pages, social networks), and Membership/Retainer Medicine
Organizations, including the American Academy of Private Physicians (AAPP) and
Direct Primary Care Coalition, to communicate with members. The researcher attended
two direct pay conferences to provide attendees with chances to interview and potentially
supplement the quantitative results with data. The researcher also received notification
from the Health Information Management Systems Society (HIMSS) that they would
send out the survey to interested members and affiliates through the HIMSS Insider
Magazine and corresponding list serves. The researcher placed an advertisement in the
Direct Pay Medicine Weekly online news journal to receive higher participation rate in
the survey. Using public contact information, officers or executive members of the
organizations and websites will be contacted with a recruitment e-mail and a short
description asking participation in the survey to participate and also suggesting that in
person, hard copy, or phone interviews were acceptable formats for participation, if the
participants were to prefer that method of communication and response. Although it was
hard to measure exactly how many organizations/individuals distributed the message to
their members, the researcher expects a number of responses similar to the responses
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received by the GAO, around 120-150 per organization, in their study of retainer
medicine in 2005.
Inclusion criteria for the study participants were:
1) Physician or office manager that had at least 1 year of experience at the
practice:
•

Office managers with 1+ years of experience at a private practice (in

lieu of the physician).
•

Physicians or office managers at small membership practices that are

connected or affiliated with hospital organizations.
•

Physicians of practices set up under a franchise, coalition, or other

networked organization (Medlion, MDVIP, or others). The study may allow
only one physician per franchised/networked practice to participate.
2) The practice should meet the guideline for “direct pay” which includes
maintaining relationships with patients on a retainer or FFC basis either fully
or partially, even if in conjunction with patients that have health insurance.
3) Physicians that either own or partially own the membership practices
Respondents were told to contact the researcher if there were any questions or
confusion as to whether they qualified as direct pay practices. The respondents of the
survey were asked to have at least one year of experience at the practice to ensure that the
practice was not fully or partially in transition, as such new practices may not be willing
or able to answer many of the questions that require in-depth knowledge of the direct pay
services, or may not yet fully fit the “direct pay definition,” making comparisons between

101

direct pay practices invalid. Those who were in transition or thinking about transitioning
to direct pay were interviewed and discussed in the qualitative analysis to gain some
additional insights into direct pay physician interests, but they were not part of the
quantitative survey data.
Power Analysis
The study requires a high enough sample size to ensure statistical power. For the
purposes of this study, the direct pay population in the U.S. is estimated between 2,000
and 4,000 physicians. Other studies on retainer medicine have ranged between 50 and
150 survey participants. Alexander et al. (2005) surveyed 144 physicians from 56
retainer-based practices, and a GAO report of 2005 surveyed a sample size of 112 direct
pay physicians. A power analysis was conducted using PASS 12.0 software. This study
selects significant demographic information influencing direct pay practices and health
reform attitudes, and in turn tests the theoretical models by including only the
significant of such variables together with the main variables. To achieve statistical
significance (α=.05), power (>.90) analysis, and effect size (f=.25), at least 134
respondents are required to test the relationship between the independent variables of
direct pay pure and hybrid services with the dependent variable. Based on this power
analysis this study set a goal to contact at least 300-500 physicians, and have at least 150
participants respond with a minimum of a 50% response rate. The views of nearly 300
physicians from 180 direct pay practices responded (60% response rate and 40% rate of
fully completed surveys), which met the original goal of the study.
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Research Ethics and Participant Privacy
This research project and its procedures were approved by the George Mason
University Human Subjects Review Board (HSRB) before data collection and were
waived from providing any further documentation for consent from participants. The
protocols in place on the survey included a short message detailing the benefit of survey
participation – an Amazon gift card and the statement that the physicians would not be
named or identified anywhere in the study. The goals of the study were clearly stated,
include the confidentiality of the data in the study and explanation that participation is
not mandatory. Contact information of the researcher and the opportunity to enroll in
further or follow-up studies were also provided, with a voluntary question about interest
in a phone interview, to be completed at a later date for an additional gift card incentive.
To maintain confidentiality of the data, any personal identification, including the
name, age, affiliation, contact phone number and e-mail, and practice name was used only
for gift card distribution purposes. The data are not to be distributed to any other parties
besides for the researcher and dissertation purposes. An online survey website, Lime
Service survey, was used to create the survey. Lime Service surveys have Secure
Sockets Layer (SSL) technology, which protects user information using both server
authentication and data encryption, ensuring that data are accessed only by the
administrator, which in this case is the researcher. The Lime Service survey browser
can be accessed from multiple computers and sources, but requires a user name and
password authentication for entrance to view the results and statistics collected.

103

Instrumentation
The survey includes a total of four sections of questions: 1) demographics of the
physician and practice setting, 2) health reform attitudes and policies, 3) attitudes and
usage of HIT, and 4) organizational identity.
The first section provides physicians with basic questions about their age, sex,
years of practice, ownership status, zip code, and years of experience prior to direct pay
care. The section discusses the definition of direct pay and asks physicians to classify
their practice according to the style of practice, such as fully FFC, partially FFC, and to
classify whether insurance-based care is accepted.
The second section provides examples of health reform and health policy changes
in the ACA and asks for perceptions of the policies in their ability to bring positive,
negative, or no impact on the practice. The policy section also analyzes the presence of
regulatory environment and government presence to assess the physicians’ attitudes
toward such an environment. The health reform section analyzes how practices have
incorporated new models of practicing care, such as the Patient-Centered Medical Home
(PCMH) model of care into their practice, through a number of characteristics, and
whether these practices are participating in accountable care organizations (ACOs) which
suggest that the practices are taking steps toward improving objective, policy guided
measures of quality.
The third section analyzes the attitudes toward and usage of HIT policies, and
knowledge of incentive-based MU policies for EMR usage. The section asks whether
physicians are using EMRs, and the level of usage, as well as a scale of usage, which
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incorporates a modified scale based on the Robert Wood Johnson Foundation
measurement of EMR usage in their survey. The second and third section utilize
questions that have been modified from the Physicians Foundation Survey and the RWJF
Surveys to analyze physician usage, interest, and attitudes toward various health care and
health reform policies in their practice.
The fourth section analyzes organizational behavior at the practice, with questions
about the importance of branding, identity, marketing, and the OCAI to the practice. The
use of OCAI has occurred in a number of studies by Fralinger and Olson (2007) and Scott
(2003), and the modified OCAI assessment utilizes the content of the dimension of the
OCAI- clan, market, adhocracy, and hierarchy- to question the physicians about the
practice setting and organizational culture. The section of the question paraphrases the
different characteristics found in each dimension of the Competing Values Framework.
Open ended questions provided respondents the chance to present information
that was not already discussed in the multiple choice questions, and a way to provide any
additional information that the participants thought would help the researcher understand
the practice further.
Key measures
Section 1: Social, Demographic, and Economic characteristics. Social,
demographic, and economic characteristics of the practice were first assessed. The
practice name, practice zip code, annual practice profit/loss, number of patients annually,
and the classification of the practice as pure direct pay FFC, or hybrid styles were first
assessed. Then, a section on the physicians’ name, age, experience and type of medical
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care and primary specialty (if any), physician’s ownership status or employee status,
length of experience in direct pay care, and medical background were ascertained.
Physicians were asked to state any particular reason for their switch to a direct pay
medical practice. Such social, economic, and demographic variables were used to control
for differences across physicians, and some variables, such as experience, reasons for
choosing direct pay care, and the classification of direct pay care (pure or hybrid), will be
used as the main independent variable for testing differences in direct pay care styles.
Section 2: Health Reform Policies. The study is assessing a new time frame for
direct pay physicians, and compares physicians that have more recently transitioned to
direct pay care, compared to early adopters of direct pay care. For this reason, the time
frame since creation of the direct pay practice may affect the attitudes toward health
reform policies. Respondents that recently created the practice may be affected by the
new health reform legislation, potential benefits and risks from the ACA, and expansion
of universal health coverage. For this reason the respondents were asked questions to
deduce their understanding, if any, of the ACA health policies, and whether the policies
may, currently have, or have had, an influence on their practices. The section may
suggest differences across pure and hybrid styles of practices, as the hypothesis proposes,
because hybrid forms of care that are working toward formal legislation in favor of
providing care to Medicaid and Medicare patients, may be more likely to support the
changes in the ACA. Similarly, some of these questions were asked in the Physicians
Foundation survey of small practices, to deduce the implications of health reform, if any,
on small practices. The questions are asked in multiple choice format, typically with
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answer choices that represent a three point Likert scale of positive, negative, or no effect
of a policy on the practice, or answer choices relating to the use of reform policies and
technologies, that will have more specific multiple choice answers. Examples of
questions are below. The full survey is provided in Appendix C.
Health Reform Survey Questions – excerpt from Survey
1. Is there positive, negative, or no effect from the "Individual Mandate”* on
your practice? Provide an explanation for reasoning.
*The Individual Mandate is a part of the ACA that requires that every individual carry
health insurance. Think about whether this could increase/decrease demand for your
practice, whether enforcing health insurance has an influence on direct pay care, and
other effects from the provision.
2. Is there positive, negative, or no effect of Medicare/ Medicaid expansion and
change through health reform on your business. Provide an explanation for
reasoning.
Think about demand for your practice, supply of insurance, economics and in general the
influence on your business, if any.
3. Has there been positive, negative, or no influence of HIPAA* and HIPAA
compliance on your business/practice? Provide an explanation for reasoning.
*HIPAA is the Health Information Portability and Accountability Act. It requires privacy
and confidentiality of patient information, and more information can be found here:
{external link}
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Section 3: HIT Adoption. The rate of HIT usage was an important research
objective of the study, which was analyzed by collecting data on the number of practices
that either do not have, or have EMRs with basic or advanced functionalities, and
understanding the purpose of the EMR at the practice. The rate of HIT at all the practices
is compared to the small practice benchmark in a recent CDC study, which was 78% for
PCPs at small practices (CDC, 2013). The percent of EMR adopters that are pure,
hybrid, FFC, and FFS practices are compared, to suggest differences within direct pay
care. The questions are asked in multiple choice format, typically with answer choices
that represent a three point Likert scale of positive, negative, or no effect of a policy on
the practice, or answer choices relating to the use of reform policies and technologies,
that will have more specific multiple choice answers. There is also room to provide an
open ended response, if the respondent chose the “other” answer choice. Examples of
questions are below. The full survey is provided in Appendix C. Using the responses, I
used a logistic regression in STATA to test how the attitudes toward such policies vary
between pure and hybrid practices and FFC and FFS practices, as well as how likely the
direct pay practices are to feel that policies will influence the functioning of their
practice. I also tested other variables that may impact attitudes toward health reform, such
as participation in a franchise or coalition, and affiliation to a hospital.
HIT Questions Section-Excerpt from Survey
1. Does your practice use an Electronic Medical Record (EMR) or Electronic Health
Record (EHR)?
2. If you have an electronic medical record, do you use the following components:
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1) recording patient demographic information
2) recording clinical notes
3) recording patient problem lists
4) viewing laboratory results
5) viewing imaging results
6) Using computerized prescription ordering
3. How have changes in the HITECH Act and a push for HIT influenced your
business?
(This could include purchase of new technologies used in the
business/organizational/administrative/marketing and other functions: websites, EMRs,
personalized medicine and mobile health apps, web- based tools, email, etc.)?
3. Are you moving toward MU* (Stage 7) if you are using an EMR, or have reached
MU?
*MU is a term to describe the regular use of numerous EHR functions. It is also
measured on a scale of 0 to 7, as defined by the HIMSS model of EMR Adoption. 0 is
little or no adoption of EMR, and stage 7 is the highest level of EMR adoption. Financial
incentives are provided for practices with Medicare or Medicaid patients who are willing
to adopt an EMR.
The analysis was conducted using traditional logistic regression or multinomial
logistic regression, depending on how the question was coded, in STATA software.
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Section 4. The OCAI and Competing Values Framework Cameron and Quinn
(2011) utilized the competing values framework to suggest various dimensions of
organizations. A number of large and small organizations have used the assessment to
classify themselves according the clan, hierarchy, market, and adhocracy dimensions.
The OCAI will be used to determine any significant differences in the organizational
dimension that best classifies pure and hybrid forms of direct pay care and practices with
differing FFC and FFS payment models. The section is provided below and in further
detail in Appendix C.
Rank each of the four in level of presence in the organization, based on a low (0) to
high scale of presence (25).
Leadership provides mentoring/nurturing

/25

Entrepreneurship and innovation/risk
/25

taking present
Non aggressive, result-oriented focus

/25

Organized, smooth running, efficient
/25

processes

Data Analysis and Statistical Models

The models utilized for the health reform and HIT hypotheses are represented below,
followed by a model utilized in the organizational culture hypotheses. Logistic regression
and multinomial logistic regression was chosen to test the health reform and HIT
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characteristics survey questions, because the outcome was either binary or categorical in
nature. OLS regression was chosen for the organizational culture study, because the
practices scored themselves on a range from 0 to 25 for various characteristics, and so the
differences in organizational culture was assessed based on the difference in numerical
point values across pure/hybrid and FFC/FFS practices.
The statistical analysis of the quantitative survey data was completed utilizing a
number of descriptive and inferential analyses, followed by numerous regression
techniques. Differences in responses between 1) pure and hybrid and 2) FFC and FFS
practices were analyzed, to suggest whether attitudes toward health reform and HIT
policies, as well as the organizational cultures significantly differ between the two
groups.
Statistical analyses were performed using the STATA IC 10.0 program. The unit
of analysis is the direct pay practice, although the physician is a proxy for the attitudes
and management of the practice. The two independent variables are the classification of
direct pay practice, by pure or hybrid practice (as self-identified by the physicians), and
classification of the practice, based on the payment model utilized, whether it is FFC
(only membership fee-based) or FFS as well as FFC (a combination of membership fees
and additional other costs for services). The dependent variable is the perception toward
health reform changes, HIT adoption rate, and the organizational characteristics. The first
set of analyses involved descriptive statistics to provide a general understanding of the
type of physicians and practices that participated. The descriptive statistics included
tables providing general characteristics, as well as a diagram of the competing values
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framework and the four dimensions, with a placement of all the practices across the
quadrants. The inferential statistics were analyzed using chi-squared techniques for
categorical variables.

The major dependent variables (of the model above) in the health reform and parts of
the HIT sections were answer choices of Yes/No, True/False, or Positive/Negative, which
were reclassified as 1 or 0. Other choices ranged from 1 to 5 on a Likert Scale of Strongly
Disagree to Strongly Agree, and returned significant results when reclassified as 1 or 0 by
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combining the strongly agree and agree categories, and combining the strongly disagree
and disagree categories. Other dependent variables were categorical, such as differing
types of technologies. Some variables were combined from their original ordinal answer
choices (strongly agree, agree) to one binary choice (agree or positive attitude toward the
subject). For this reasons, either a logistic regression or multinomial logistic regression
depicts the likelihood of an answer choice (typically a policy perception or action being
conducted) by the respondent.
Answers to questions on HIT adoption ranged from yes/no/not sure, to
basic/advanced EMR or no EMR, and other more specific answers to the questions that
required a more detailed response. I also provided an “other” response choice so that
participants could provide a different answer that could be recoded as necessary.
Utilizing such questions, I first assessed an overall rate of EMR adoption among the
direct pay practices, and suggest differences in the likelihood of adopting an EMR,
mobile health technologies, and meaningfully using health technologies, between pure
and hybrid practices, and across physicians that have different payment models. I then
analyzed specific attitudes toward HIT policies, and reasons for adopting the EMR,
through logistic and multinomial logistic regressions to test whether government policies
are influencing adoption rates, and affect pure, hybrid, FFC, or FFS practices in specific
ways, if there are distinctions.
Following the logistic and multinomial logistic regression, the models were checked
for any errors that could be influencing the results. To ensure no model validation
problems, multicollinearity issues were tested utilizing variance inflation factors (VIF),
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goodness of fit through sensitivity and specificity tests, and ensuring constant variance by
running homoscedasticity tests. These tests also ensured the robustness of the data and
the models. The AIC and BIC were compared across models to depict the model that best
fits the data. The model with the lowest AIC is reported in the results section, and
suggests a relative estimate of the information lost within the model2. Similarly, the BIC
is a posterior probability of the model and also suggests that a model is a better fit when
the BIC is lower.
The survey data were tested for reliability using Cronbach’s alpha tests, as shown in
the Appendix, A26. This test suggested that the survey questions had alternate-form
reliability, and that responses were similar upon asking the same question more than
once, while demonstrating the same content, with modifications to order of words, order
of answer choices, or slightly different words with the same meaning. The tests suggest
reliability greater than 0.80 (CC alpha = 0.88), providing a high level of reliability. In
addition, a pilot survey study was tested initially on a few physicians prior to the
beginning of the study, to ensure that any initial problems with the face validity, content
validity, criterion validity, and construct validity could be assessed and improved.
To test participation in government MU policy incentives, the definition of MU was
drawn from the RWJF, which requires that the physicians participate in a set number of
criteria3, including utilizing four EMR characteristics reported in this study, if the

2

The AIC balances between goodness of fit and model complexity. The AIC is compared to the AIC of the
intercept-only model, as well as the AIC for alternative models (such as when comparing the AIC of the
FFC/FFS payment model versus the pure/hybrid status of the practice. The model that has the smallest AIC
value is considered the best.
3
To be eligible for MU incentives, “physicians and hospitals must show that they are using an EHR
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practice wants to qualify for and receive the incentives toward the EMR purchase or
updates. This survey section tested four of the major criteria for a basic EMR that are part
of MU Stage 1: utility of the EMR/EHR for electronic decision making, utility of the
EMR for capturing electronic claims, utility of the EMR/EHR for electronic prescribing,
and utility of the EMR/EHR for electronic public health reporting. The functions of the
EMR were scored as either yes or no for either utilizing or not utilizing the function.
Reasons for participating in MU were separate answer choices and listed as categorical
variables. Thus, the reasons for participating in MU were part of the multinomial logistic
regression model.
When conducting the multinomial logistic regression, the study assumes the
independence of irrelevant alternatives (IIA) principle in multinomial logistic regression,
which suggests that when modeling choices, the relative probabilities do not change
when alternative responses are added. For example, when modeling the choices between
having telemedicine, PHRs, or mobile health apps, or all of the above, it is assumed that
adding another type of HIT to the choices would not significantly impact the results.
Similarly, when using multinomial logistic regression to model the impact of agreeing,
disagreeing, or being uncertain about the impact of a policy on the practice, there is no
additional answer choice that could be added to impact the result of the model.

to 1) electronically capture health information in a coded format; 2) track key clinical conditions and
communicate that information for care coordination purposes; 3) facilitate disease and medication
management; and 4) report clinical quality measures and public health information. In order to demonstrate
that they are achieving these goals and are eligible for payment incentives, physicians and hospitals must
meet a set of MU criteria (14 core criteria and five “menu” criteria for hospitals and 15 core and five menu
criteria for physicians)” (RWJF, 2013).
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The organizational culture section asked the physicians to score their practices on
a scale of 0 to 25 per characteristic mentioned (e.g., organizational leadership) and then
these individual scores were summed to attain a final score per organizational culture
dimension (clan, adhocracy, hierarchy, and market culture). The organizational culture
section required analysis of a set of linear regression models to test the impact of
payment model or pure/hybrid classification on organizational culture score and
dimension. Breusch-Pagan and White tests ensured no heteroskedasticity in the model,
and a test for the variance inflation factor ensured no multicollinearity across variables.
These tests are located in the Appendix.
The instructions were the same for each section, as respondents were instructed to
evaluate their practice out of a highest possible score of 25 for each characteristic. The
six sections represent different traits that together produce dimensions of the Competing
Values Framework. I will score each section, find the total score, and classify each
section according to the specific dimension in the OCAI. I will then proceed to analyze
the number of practices that were of each dimension, and the differences in the practices
that met characteristics of one dimension over another. Later, in the policy implications, I
suggested how organizational culture and dimension play a role in attitudes and
incentives for health reform and HIT adoption.
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Quantitative Model 2:
Analysis of Organizational Culture Differences Between
Pure/Hybrid and FFC/FFS Practices
Ordinary Least Squares (OLS) Regression Model



Similar to analysis conducted by Alexander et al. (2005), patient case-mix (proportion
of patients on Medicare, Medicaid, and private insurance) was represented as categorical
and ordinal variables. To determine if any of the differences between pure and hybrid
services and case-mix were impacted by population-level differences in the areas where
these types of practices are located, a baseline model was compared with a model that
adjusted for the average zip code level income where the physician’s practice was
located. These data were from the American Community Survey. The adjusted model
was not affected and the data remained robust.
Some questions were left unanswered in the survey, which created missing data.
Legitimately missing data include data that are lacking when it is appropriate for it to be

117

lacking. These data do not need to be imputed. Instead, the researcher adjusted the
denominator for the questions to ensure accuracy in evaluation. On the other hand, other
illegitimately lacking data were imputed.
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CHAPTER 5: QUANTITATIVE RESULTS

The study had three hypotheses, and a number of sub-hypotheses. The first two
hypotheses tested how pure/hybrid and FFC/FFS models of direct pay perceive health
reform and HIT, and how these types of direct pay differ in their usage of health reform
and HIT policies. The third hypothesis tested the impact of pure/hybrid and FFC/FFS
status on organizational identity and culture characteristics. These hypotheses answer the
research question: how is direct pay impacted by heath reform? The research question
was tested by analyzing the attitudes of direct pay practices in a quantitative survey.
Two defining variables were utilized as the main independent variables in the
study: 1) a variable to define how practices classified themselves, whether it was pure or
hybrid, (reclassified from original answer choices of pure concierge, pure DPC, hybrid
concierge, hybrid DPC, or other) and 2) a variable to define how these practices were
classified based on their payment model, whether it was fee-for- care alone, payment
models of fee for extra service, or both FFC and fee for extra service, which is under the
umbrella of the “hybrid” payment model. The final two categories of independent
variables were: “pure” or “hybrid” self-classified status and “FFC” or “FFS” (which
included the fee for extra service and any hybrid or “other” payment models), regrouped
to produce the most significant results.

119

The two independent variables test different features of the practice. The selfclassification tests how the physicians identify their practice, whereas the payment model
is testing the business model and its’ payment and service structure. For example,
individuals may have classified themselves as pure concierge, pure DPC, or other
although they may operate under a FFS basis, so the two categories are not synonymous.
From the results of the analysis, self-classification of the practice and the practice’s
payment model are significantly associated, and did not have the exact same impacts,
another reason that these variables must remain separate dependent variables.
The analysis was conducted to examine how the two types of practices, the main
independent variables (pure/hybrid self-classification and FFC/FFS payment model),
impact the physician’s attitude, perception, and utility of: health reform policies, HIT and
HIT policy changes, as well as the practices’ organizational culture. The impact of the
classification and payment model of the practice was statistically significant across a
number of the dependent variables. The major dependent variables include health reform
attitudes, HIT, and organizational culture, which were separate sections of questions in
the survey and the interviews. Next, a detailed description of the results incorporates a)
the descriptive and inferential statistics and b) the multivariate regression statistics.
a. Descriptive & Inferential Statistics
The descriptive analyses include summary tables with the mean, minimum, and
maximum value for each response, in A1 in the appendix. The demographic variables
that were held constant are described first. The demographics section includes basic
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summary statistics of the physicians/office managers and practices participating. The
inferential statistics are the results of various chi-squared tests.
The average survey respondent’s age was 47 years, and the majority, nearly three
quarters, who filled out the survey were doctors with MD or DO degrees. Only about one
quarter of respondents were office managers. The average respondent had about 5 years
of experience in direct pay, and had owned at least one practice in the past. About three
quarters of all respondents were practicing primary care, and the other one quarter were
practicing specialty care. The majority of physicians either owned or partially owned the
practice.
On average, direct pay practices had 2 physicians working in the office. Nearly
80% of all responding practices had between 1 and 7 total staff members in the practice.
Medicaid was accepted at about 10% of the practices, and Medicare was accepted on
average at 17% of the practices. Private insurance was accepted at 23% of practices, on
average. Charity care was present at 8% of the practices, on average. The average
membership fees were in the range of $500-$1,000 on an annual basis. Direct pay
physicians in the practices had, on average, about 17 years of experience in any form of
medicine, and the practices had, on average, 641 patients. When asked about general
trends in the practice, the average response was an upward trend in patients, although
there were varying responses regarding the presence of a steady versus exponential
growth in the practice. About one quarter of the practices were affiliated with a franchise,
about one fifth were affiliated with a coalition, and half stated being a standalone
practice. About 10% of practices considered themselves on a network model, where the
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practice would operate and own a number of other practices based on a business model/
payment model created internally. About one-third of all practices were associated with a
hospital or hospital association. The average household income in zip codes where the
practices participated in direct pay was around $60,000.
Practices that participated were 75% pure direct pay, and 25% hybrid, which allows
for the direct pay population to be overstated, and thus, produces a better representation
of the phenomenon. The actual ratio of pure versus hybrid practices in the population
remains unknown. From the sample, 56% of the practices were on a FFC payment model,
and 44% were on a fee for extra service or combination FFC/FFS payment model.
The following are results of the chi-squared tests. Payment models that participated in
a franchise were statistically significant (p<0.00), suggesting potential differences in
participation of FFC and FFS payment practices in a franchised business model. The type
of payment model and participation in an accountable care organization were
significantly associated (p<0.05), as were the payment model and participation in MU
policies (p<0.00). Attitudes toward the Individual Mandate and Medicaid expansion
policy provisions were significantly associated across payment models (p<0.05), and
overall attitudes toward health reform (positive, negative, uncertain or no effect on
practice) were significantly associated with the payment model. The pure or hybrid
variable was not significantly associated with other variables across most of the chisquared tests, an indicator that the resulting relationships between self-identified status
and many of the dependent variables may not be as significant as resulting relationships
between differences in payment models and the dependent variables at the practices. The
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chi-squared tests suggest potential relationships that may be present when conducting the
regressions.
b. Multivariate Regression
Utilizing multivariate regression techniques, including linear regression, and logistic
and multinomial logistic regression, the survey questions across health reform attitudes,
HIT attitudes, and organizational culture attitudes are tested. A logistic regression tests
hypotheses 1 and 2, and linear regression tests hypothesis 3. The Hosmer-Lemeshow test
results are in the appendix, A21, and the variance inflation factor (VIF) tests are provided
in the appendix, A22. Breusch-Pagan/Cook-Weisberg tests were conducted following the
linear regressions of the organizational culture hypothesis and sub hypotheses.
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Hypothesis 1: Characteristics of Health Reform & Impact on Direct Pay
The first hypothesis answered the specific research question: how do forms of direct pay
(pure/hybrid and FFC/FFS payment models) differ in their perceived impact from, and
utility of, health reform (post-ACA) changes?
Ho: There are no significant differences in the impact of pure/hybrid status or FFC/FFS
payment model on attitudes and participation in health reform policy changes.
a. Pure/hybrid and FFC/FFS practices will not differ in their attitudes toward health
reform.
b. Pure/hybrid and FFC/FFS practices will not differ in their utilization of and
participation in health reform policies (ACO model, PCMH model).
The first hypothesis tested whether differences between the type of practice, pure
versus hybrid and FFC versus FFS payment model, impact the overall perception of the
practice toward health reform and usage of health reform policies. The null hypothesis
suggested that there would be no significant difference between pure and hybrid practices
and FFC and FFS payment models in their attitudes toward health reform. This
hypothesis was rejected.
The sub-hypotheses tested how differences between the self-classification and
payment model impact individual policy attitudes, such as attitudes toward the individual
mandate, HIPAA, the health insurance exchange, and other policies, and the participation
in health reform, through the PCMH model of care and ACO formation. These results are
discussed in Hypothesis 1, sub hypotheses #1-4. Pure and hybrid direct pay practices did
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not have significant differences in attitudes toward specific health reform provisions,
such as the individual mandate, community rating, or Medicaid expansion provisions.
The physicians were asked whether these policies affected their business due to changes
in supply and demand of patients, services, costs, and resources.
In the survey, the presence of a PCMH model of care did not differ across pure
versus hybrid practices, or FFC versus FFS payment models. This may be because the
PCMH is relatively new and the majority of larger hospitals are moving toward this
trend, and it could also be because private practices do not have the resources, time, or
training commitment to reach PCMH certification. The physicians stated being satisfied
with the level of autonomy and flexibility they had in private direct pay practices,
because they were not burdened by administrative guidelines, including the need to fit
PCMH regulations. The four specific sub hypotheses regarding the hypothesis on health
reform are discussed in greater detail, next.

1. Overall Health Reform Attitudes

Pure direct pay practices were more likely to perceive some effect from health
reform on their practice, relative to hybrid practices. This may be the case for two main
reasons. The first reason is that the expansion of coverage of free preventative care
services and free annual physicals has led to many Medicare and privately insured
patients thinking that they will not have the best quality of care or access to care that they
did before. Physicians suggested that some of their patients keep or purchase high
deductible health plans, and many of these basic services still are out of pocket, and may
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also require longer lines, access to nurse practitioners and physician’s assistants, and in
the short run may cause glitches in the care and payer delivery process (struggles with
administrative hassles in health insurance coverage for the initial years since health
reform). Hence, direct physicians are receiving greater demand for their services.
Similarly, the expansion of health insurance to all individuals from the individual
mandate provision of the ACA has led to anxiety among patients and patients choosing
direct pay options because they want higher quality service and more access to service,
even if it is at a cost. Access to a personal physician is harder to get under the ACA, with
the demand increasing, and there still remains a shortage of PCPs in the market. Direct
pay physicians were in unison about there being some sort of increase in the number of
patients that have come to their practice, although there were differences in the trends,
such as how fast and how quickly growth has occurred.
As shown in Table 2, compared to hybrid practices, pure practices were less likely
to think that health reform brings no change rather than positive change on the practice,
ceteris paribus (RRR= 0.01; p<0.05). The multinomial logistic regression model has a
base outcome of perceiving positive impacts from health reform on their practice. This
suggests that pure practices were more likely to react or feel some impact from health
reform changes compared to hybrid practices. Pure practice physicians suggested that the
direct pay model was a better way to compensate physicians for their time and services,
compared to an insurance-based system where every doctor received the same amount of
compensation, without a measurement of the care delivery or quality of care delivered.
The pure practices could be evaluated at a market rate, rather than a rate that had already
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been deflated and reduced by the participation of insurance carriers. The goodness-of-fit
measured by Nagelkerke R-squared was 58%, higher than the Nagelkerke R-squared of
52% of the FFC/FFS model. The goodness-of-fit test is in the Appendix, A2.
Elderly physicians were also more likely to perceive either no effect (RRR=1.31;
p<0.05) or more likely to be uncertain about the effect of health reform in comparison to
having positive attitudes toward health reform (RRR = 1.12; p<0.05). For every one
additional year of experience in direct pay, the physicians were less likely to perceive any
negative effect from health reform (RRR=1.71; p<0.05) , potentially due to having
developed and grown their own niche, and having greater certainty about the future of
their practice, as will be later bolstered by interviews.
The alternative model that tested FFC practices’ policy attitudes also were
statistically significant, and is in the appendix, A3. The alternative model suggests that
FFC practices were less likely than FFS practices to feel that health reform had a negative
impact on their practice, compared to a positive impact (RRR=0.05; p<0.05). The
goodness of fit of the alternative model is in the appendix, listed as A4. The AIC and BIC
of the payment model affecting attitudes toward health reform were 125 and 159,
respectively. Because the AIC and BIC of the alternative payment model was higher than
the primary model (AIC = 107 and BIC= 138, respectively) listed in Table 2, the
alternative model was considered less robust and less likely to effectively model the data.
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Table 2: Attitudes Toward Health Reform & Perceived Impact on the Practice
LR chi2(15)
Prob > chi2
Log likelihood
LR chi2(15)
Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

30.81
0.0093
-35.3637
30.81
0.3034
106.7274
137.5717
130.3561
158.7334

Attitudes Toward Health Reform & Perceived Impact on the Practicea,b
Relative Risk Ratio
Negative Attitudes Toward Health Reform
(Standard Error)
2.44
Pure Practice
(4.75)
1.07
Physician's Age
(0.09)
0.01
Degree
(0.02)
23.08
Private Insurance
(79.34)
1.71**
Years of Experience in Retainer Medicine
(0.42)
Relative Risk Ratio
Perceiving No Effect of Health Reform on Business
(Standard Error)
0.01**
Pure Practice
(0.02)
1.31**
Physician's Age
(0.13)
0.91
Degree
(1.44)
0.01
Private Insurance
(0.01)
1.31*
Years of Experience in Retainer Medicine
(0.21)
Relative Risk Ratio
Uncertain on the Effect of Health Reform on Business
(Standard Error)
1.56
Pure Practice
(2.26)
Physician's Age
1.12 **
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(0.05)
3.08
( 4.16)
5.01
(9.98)
1.14
(0.14)

Degree
Private Insurance
Years of Experience in Retainer Medicine
a

Positive attitude toward health reform is the base outcome in the model.
Only the Pure/Hybrid Model is depicted; the Payment model is in Appendix because it had lower AIC and
BIC.
**p<0.05, *p<0.10
b

2. PCMH Characteristics
There were no significant differences in the presence of a PCMH model of care and/
or practices’ interest in transitioning to a PCMH model of care across either FFC/FFS or
pure/hybrid practices. Nearly 51% of the practices did not classify themselves as a
PCMH model of care, whereas 48% of the practices did classify themselves as meeting
PCMH. Only one characteristic, coordinated care, of the five PCMH characteristics was
significantly likely to be present at FFC practices compared to FFS/hybrid practices. In
interviews, it was found that FFC practices were more likely to participate in a continuum
of care or network model, which helped in creating a “coordinated care” environment at
the practice and helped defined relationships with supplies, equipment, labs, and other
vendors.
Coordinated care is defined as “care that is coordinated across broader elements of
the health care system” by AHRQ. Compared to FFS practices, FFC practices were more
likely to be engaging in coordinated care (RRR=27.31; p<0.05), relative to practices who
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were uncertain about having coordinated care in their practice. These results are shown in
Table 3. The Nagelkerke R-squared of this model was used to test the goodness of fit of
the model, which was 40%, and suggested that the model was able to fit the data in a
reasonable manner, compared to lower R-squared values of other models. These models
also did not convey any statistically significant findings. The goodness-of-fit measures
table is in the appendix, A5. Coordinated care has also been portrayed by Alexander et al.
(2005), who suggested the greater presence of accompanied specialist visits, in house lab
and blood test services, and a number of other “coordinated” characteristics of care at
retainer medicine practices, in comparison to traditional private practices.

Table 3: Participation in PCMH Model of Care Characteristic: Coordinated Care
LR chi2 (10)
Prob>chi2
Log Likelihood
Pseudo R2
AIC
BIC
AIC Intercept Only Model
BIC Intercept Only Model

15
0.1321
-20.521
0.2677
65.04202
86.45229
68.83488
86.67678

Participation in PCMH Model of Care Characteristic: Coordinated Care
Practice participates in PCMH through
Coordinated Care

Relative Risk Ratio
(Standard Error)
27.31**
(40.29)
1.08
(0.08)
1.40

FFC
Physician's Age
Degree
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(2.05)
1.62
(2.46)
1.29
(.27)
Relative Risk Ratio
(Standard Error)
5.84
(11.37)
1.08
(0.10)
6.00
(2.07)
4.10
(8.90)
0.92
(0.29)

Franchise
Years of Experience in Retainer Medicine
Practice does not have Coordinated Care
FFC
Physician's Age
Degree
Franchise
Years of Experience in Retainer Medicine

****Base Outcome: Practice is Uncertain about whether or not they have coordinated care as defined by
the AHRQ within the PCMH model.
**p<0.05,

None of the five specific PCMH characteristics significantly differed across pure
versus hybrid practices, and no model with the pure/hybrid variable was able to support
the data in a reasonable manner. The interview section in the next chapter discusses and
enlightens the researcher about many of the reasons why there was no significant
difference across the majority of PCMH characteristics, and why these differences were
not pertinent for pure versus hybrid models of care and across FFC versus FFS payment
models. Many direct pay practices do not follow clinical guidelines and prefer to treat
their patients on an individualized basis, leading to reduced outside reporting that would
produce PCMH characteristics. It is also possible that both pure and hybrid practices are
engaged in a PCMH model of care, thus there is no significant difference.
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3. Participation in Accountable Care Organizations
Pure practices were nearly 99% less likely to participate in an accountable care
organization compared to hybrid direct pay practices (OR=0.01; p<0.10). To supplement
this result, interviews suggested that pure practices perceived participating in an ACO as
having a number of negative impacts: increased administrative and accountability
measures to participate, a lack of benefits from the Medicare shared savings programs
(due to having to participate in Medicare par services rather than non-par services
through the ACO), and a negative association with ACOs based on past experiences at
Independent Practice Associations which were transitioning to the ACO model. This
result is elaborated on in Chapter 6.
After testing for specificity and sensitivity, the model showed a high overall level of
correctly determined outcomes, and low percentage of false positives and true negative
outcomes. The sensitivity of the model was 60%, and specificity was 97%. The test
suggested that about 92% of the data was correctly classified. The specificity and
sensitivity tests are in the Appendix, A6. The Hosmer–Lemeshow goodness-of-fit test
was then used to test for likelihood of the model to fit the data. It was concluded that the
model fits reasonably well because the Nagelkerke R-squared is 62%, higher than other
models tested. The goodness-of-fit test is also in the Appendix A7. AIC and BIC of the
model was 26 and 36, respectively, and higher than other models which did not have
significant findings. For this variable, the payment model (FFC) did not have a
statistically significant impact on participation in an ACO and its Nagelkerke R-squared
was lower than the given model.
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As suggested in table 4, being a franchise increases the likelihood to participate
(though it is not statistically significant). After creating an interaction term that was a
combination of franchises that were FFC-only practices and an interaction term that was
a combination of franchises that were also pure practices, neither model resulted in a
significant impact on ACO participation.
The results may be justified for a number of reasons. ACO participation is linked to
Medicare shared savings and the measurement of specific quality of care outcomes. ACO
participation is based on large networks of organizations that are able to participate
together to reach certain goals and produce cost savings and quality improvements. The
organizational culture of pure practices as suggested in hypothesis 3 is such that both
compliance to rules and results-oriented goals are not major features of the culture. This
reduces the likelihood to participate in an ACO. Instead, pure practices are more likely to
have an adhocracy culture which allows for autonomy, risk taking, creativity, and
freedom to innovate (discussed in detail in Hypothesis 3).

Table 4: Pure Practice Participation in an ACO
LR chi2(4)
Prob > chi2
Pseudo R2
Log likelihood
AIC:
BIC:
AIC Intercept-Only Model:
BIC Intercept-Only Model:

Participation in ACO

15.66
0.01
0.53
-6.96
25.93
35.76
34.45
43.37

Odds Ratio
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Pure Practice (compared to Hybrid)
Physician's Age
Degree
Franchise
Years of Experience in Retainer
Medicine

(Standard
Error)
0.01*
(0.00)
1.23
(0.18)
0.48
(0.98)
5.93
(9.64)
1.43
(0.46)

*p<0.10

4. Attitudes Toward HIPAA
Practice attitudes toward HIPAA were not affected by payment model or
classification of the practice as pure or hybrid. Yet, older physicians had a difficult time
adjusting to HIPAA compliance, as well as recent “omnibus final rule” policy changes to
HIPAA after the ACA. For every additional year of age, the physician was about 33%
less likely to be in favor of HIPAA compliance and less likely to suggest that HIPAA had
a positive impact on their business (OR=0.67; p<0.05). This attitude was also noted
multiple times in the interview section. The sensitivity of the model was 90%, and
specificity was 83%. The test suggested that about 87% of the data was correctly
classified. The specificity and sensitivity tests are in the Appendix, A8. The Hosmer–
Lemeshow goodness-of-fit test was then used to test for likelihood of the model to fit the
data. It was concluded that the model fits reasonably well because the goodness-of-fit of
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the Nagelkerke R-squared was 73%, higher than other models tested. The goodness-of-fit
test is also in the Appendix, A9.

Table 5: Attitudes Toward HIPAA
LR chi2(5)
Prob > chi2
Log likelihood = -6.7671723
Pseudo R2
AIC:
BIC:
BIC Intercept-Only Model:
AIC Intercept-Only Model:

Attitudes Toward HIPAA
Pure Practice(compared to Hybrid)
Ownership Status
Primary Care
Physician's Age
Years of Experience in Retainer
Medicine

18.31
0.00
-6.77
0.57
25.53
32.35
30.55
24.26

Odds Ratio
(Standard Error)
1.23
(2.10)
0.32
(0.45)
11.92
(52.67)
0.67*
(0.16)
0.78
(0.30)

*p<0.10

To bolster the quantitative results, the interviews uncover some of the interesting
perspectives that these physicians have on the various health reform provisions, as well as
their level of knowledge and interest in ACOs and the PCMH, something that the
quantitative section of the survey could only moderately suggest.
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Hypothesis 2: Electronic Medical/Health Record (EMR/EHR) Usage,
Implementation, and HIT Policy Perceptions of Direct Pay Practices

The second hypothesis answered the specific research question: how do forms of direct
pay (pure/hybrid and FFC/FFS) differ in their perceived impact from, and utility of, HIT
changes since the HITECH Act of 2009?

Ho: There are no significant differences in the impact of pure/hybrid status or FFC/FFS
payment model on various HITs and utility of HIT policies.
a. Pure and FFC payment model practices not differ in their utility of the EMR for
many of the major functions, including decision making, electronic prescribing,
electronic claims, and public health reporting.
b. Pure and FFC payment model practices will not differ in how they utilize other
types of electronic health, including telehealth, mobile health applications, and
patient portals.

The hypothesis tested the impact of pure practice and FFC payment model
classification on overall HIT usage. The null hypothesis was rejected; it suggested that
there would be no significant difference between pure and hybrid practices and FFC and
FFS payment models in their attitudes toward, and usage of HIT. Many of the “sub
hypotheses” were also tested and rejected. The sub hypotheses tested more specific utility
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of the EMR/EHR, and presence of new forms of electronic health across these practices,
shown in sub hypotheses #1 (with subcomponents a-d) and #2.

To summarize, the results suggest that about 90% of all direct pay practices have
“any”4 EMR or EHR, higher than the 78% estimated by a CDC data brief of EMR/EHR
adoption at traditional, office-based private practices (CDC, 2014). About 57% of direct
pay practices were intending to participate in or were already participating in MU
policies, which is lower than the 69% of all traditional, office-based physicians who had
applied or were planning to apply for MU policies in 2013 (CDC, 2014). It seems that
pure and FFC direct pay practices are early adopters and innovators of the EHR as well as
other consumer HIT, as hypothesized in Figure 3. On the other hand, hybrid and FFS
practices are laggards and late adopters of HIT. This may vary based on MU, because
hybrid and FFS practices are required to participate in EHR adoption, implementation,
and use stages to qualify for MU incentives. Specific use of core EMR/EHR Stage 1 MU
objectives are tested and discussed in greater detail later in this section.
The pure and hybrid classification of practice and payment models have a number
of statistically significant differences on HIT. Pure direct pay practices have 1) lower
utility of EMRs for electronic decision making, electronic claims, and electronic public
health reporting, although no difference in overall EMR adoption; 2) reduced interest and
participation in MU of HIT; and 4) differing reasons for participation in MU policies.
Association with hospitals, franchises, and coalitions also significantly impact interest in
4

The CDC brief defines “any” EMR or EHR as either having or not having an EMR or EHR present at the
practice. Utility of the EMR and number of objectives of the EMR that were actively used was not tested
for this outcome.
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other HIT, such as telemedicine, and MU policies. Participation on the HIE was not
statistically significant, potentially because HIE is connected to stage 2 MU, and the pure
practices were not likely to be moving toward MU Stage 1, which would reduce their
likelihood to move toward MU stage 2. These results will be discussed in detail, next.
Two types of HITs were asked about in the survey and in interviews: 1) electronic
medical record (EMR) (also known as electronic health record (EHR) usage and grouped
as EMR/EHR), and 2) “other” HITs, including telemedicine, mobile health apps, and
patient-controlled health records. These two categories are discussed in greater detail,
next.
1. EMR/EHR Usage
EMRs or EHRs were present in both pure and hybrid and FFC/FFS practices, at a
cumulative of 90% of all practices. More specific EMR/EHR characteristics included: a)
the usage of the EMR for the four purposes deemed as meeting “basic” EMR/EHR status
by the RWJF and other organizations (electronic claims, public health reporting,
electronic prescribing, and electronic decision making); b) the strengths and weaknesses
of the EMR/EHR; c) rate of participation in, and compliance with, EMR or EHR MU
guidelines; and d) reasons for not participating in MU policies. The results of these
characteristics are described next.
a. Utility of the EMR
The utility of the EMR/EHR could be for one of four purposes, as discussed by the
RWJF in meeting the definition of having a “basic” rather than “any” EMR/EHR system
in the practice. The majority of the practices had “any” EMR/EHR, as suggested by a
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90% rate of EMR/EHR presence in the practices. The pure and hybrid classification and
payment model at the practices did not differ significantly on having and utilizing all of
the four characteristics-electronic decision making, electronic claims, electronic
prescribing, and electronic public health reporting- simultaneously, which is required to
be classified as a “basic” EMR. FFC and FFS differed significantly in utility of separate
functions of the EMR/EHR, rather than the aggregate of all four functions.
Initial chi-squared tests returned a few significant associations between variables.
EMR/EHR presence and specific HIT (mobile health, telehealth, electronic health,
patient-controlled health) were not significantly associated with pure/hybrid status or
payment models. There was a significant association between being a pure direct pay
practice and having an EMR or EHR present (p<0.10). There was a significant
association between telemedicine use and pure practice status (p<0.05). The lack of
significant relationships through chi-squared tests suggested that there may not be many
differences in EMR or EHR usage between pure/hybrid and FFC/FFS practices. Yet, after
conducting multinomial logistic regressions, there seemed to be relationships between the
type of practice and HIT usage.
After conducting a number of logistic regressions, the following results were
produced. Table 6 suggests how FFC practice payment model impacted usage of the
EMR/EHR for decision making. Being a FFC practice reduced the likelihood of utilizing
EMRs/EHRs for decision making and decision support by nearly 92% (OR=0.08;
p<0.05). A higher number of patients in the practice also increased the odds of utilizing
the EMR for decision making by a factor of 1 (OR=1.00; p<0.10). The sensitivity of the
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model was 69%, and specificity was 85%. The test suggested that about 78% of the data
was correctly classified. The specificity and sensitivity tests are in the Appendix, A10.
The Hosmer–Lemeshow goodness-of-fit test was then used to test for likelihood of the
model to fit the data, and the Nagelkerke R-squared of 46.5% suggests a low goodness of
fit, although it is the highest among other models tested. The goodness-of-fit test is also
in the Appendix, A11. The AIC and BIC were 52 and 66, lower than the alternative
model where the pure or hybrid status of the practice did not seem to affect the utility of
the EMR/EHR for decision making. The results of this alternative model were not
statistically significant.
The results suggest that FFC practices do not find the traditional EMR/EHR
system useful for communication with patients; if anything, perusing and completing all
the criteria in the interface of the EMR/EHR strained communication with patients, and
reduced the “personalized” effect that was supposed to be part of the services provided. A
subscription-based practice was also more likely to evaluate patients regularly, and know
patients’ histories and behaviors. These physicians felt that EMRs/EHRs with decision
support were a hassle to use and did not actually improve their ability to individually treat
patients. This was also reported in interviews, and is one of the reasons that many
practices, especially high capital practices, are developing their own EMRs/EHRs that are
user friendly and more useful to direct pay physicians and their practices.
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Table 6: Use of EMRs/EHRs for Decision Making & Decision Support
LR chi2(8)
Prob>chi2
Log Likelihood
Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

15.35
0.0527
-17.0551
0.3104
52.11
66.36
54.94
67.60

Odds Ratio
(Standard Error)
0.08**
(0.10)
1.00*
(0.01)
0.28
(0.51)
0.98
(0.05)
1.93
(1.34)
0.46
(0.29)
2.14
(4.27)
0.97
(0.14)

Utility of EMRs/EHRs for Decision Making
FFC Payment Model (compared to FFS)
Number of Patients in Practice
Franchise
Physician's Age
Ownership Status
Number of Private Practices Owned
Total Staff
Years of Experience in Retainer Medicine
**p<0.05, *p<0.10

Table 7 suggests how pure practice classification impacts usage of the EMR/EHR
for electronic claims. Pure practice classification reduced the likelihood that the practice
would utilize the EMR/EHR for reporting and participating in electronic claims by 96%
(OR=0.04; p<0.05), as many interviewees and respondents stated having no reason to
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monitor claims on a cash-only basis (Without health insurance documentation, electronic
claims only proved to be an additional administrative hassle). Being a primary care
practice reduced the likelihood of using the EMR/EHR for e-claims by 88% (OR=0.12;
p<0.10). The sensitivity of the pure practice model was 69%, and specificity was 92%.
The test suggested that about 83% of the data was correctly classified. The specificity and
sensitivity tests are in the Appendix, A12. The Hosmer–Lemeshow goodness-of-fit test
was then used to test for likelihood of the model to fit the data. The model may fit the
data well because the goodness-of-fit chi-squared test is not statistically significant. The
Nagelkerke R-squared of 63%, higher than the alternative model (and is in the Appendix,
A13). The AIC and BIC of the model were 49 and 61, respectively, lower than the AIC
and BIC of the alternative model of 60 and 73, respectively. There were significant
differences in usage of EMR/EHR for electronic claims, among FFC and FFS practices,
but it did not had lower AIC and BIC values, and a lower Nagelkerke R-squared,
suggesting that the model did not fit the data accurately. The alternative model is in the
Appendix, A14.

Table 7: Use of EMRs/EHRs for E-Claims
LR chi2 (6)
Prob>chi2
Log Likelihood
Pseudo R2
AIC
BIC
AIC Intercept-Only Model
BIC Intercept-Only Model

18.64
0.0048
-17.6025
0.3461
49.20508
61.02724
65.63138
76.73227
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Odds Ratio
(Standard Error)
0.04**
(0.05)
0.12*
(0.15)
1.00
(0.01)
1.04
(0.04)
1.04
(0.65)
1.08
(0.13)

Utility of EMR/EHR for Electronic Claims
Pure Practice (compared to Hybrid Practice)
Primary Care
Number of Patients at Practice
Physician's Age
Ownership Status
Years of Experience at Practice
**p<0.05, *p<0.10

Table 8 portrays the results of testing how FFC practice payment models impact
the utilization of the EMR/EHR for public health reporting. FFC payment models were
about 92% less likely to utilize EMRs/EHRs for public health reporting, as FFC models
were less likely to participate in public health reporting (OR=0.08; p<0.05). This could
be attributed to the need for many insurance-based practices to have to report data on
their patients to government or other sources, whereas non-insurance-based practices did
not need to fulfill this role. The sensitivity of the model was 25%, and specificity was
97%. The test suggested that about 83% of the data was correctly classified. The
specificity and sensitivity tests are in the Appendix, A15. Due to the low sensitivity of the
model, the results should be accepted with caution. The Nagelkerke R-squared was used
to test goodness-of-fit test, which was only 26% and lower than the alternative model.
The goodness-of -it test is also in the Appendix, A16.
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An alternative model testing the impact of pure/hybrid status on EMR/EHR usage
for public health reporting is listed in the appendix, A17. The alternative model had a
lower AIC and BIC of 48 and 62, respectively than the given model below of 54 and 68,
which tested the impact of FFC on EMR/EHR utility for public health reporting, shown
below. Yet, the model also had a lower sensitivity of 14%. Both models had their
weaknesses, so each should be heeded with caution.

Table 8: EMR/EHR Utility for Public Health Reporting
LR chi2(8)
Prob >chi2
Log likelihood
Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

7.36
0.4985
-16.337075
0.1838
50.674
65.874
54.08421
67.79278

Odds Ratio
(Standard Error)
0.08**
(0.09)
14.58
(24.99)
1.00
(0.01)
0.93
(0.05)
0.90
(0.63)
0.87
(0.42)
0.52
(0.82)

Use EMRs/EHRs for Public Health Reporting
FFC Payment Model (compared to FFS)
Primary Care
Number of Patients in Practice
Physician's Age
Ownership Status
Number of Practices Owned
Total Staff (Between 5 and 7)
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1.21
(0.19)

Years of Experience in Retainer Medicine
**p<0.05

In interviews, it was found that many of these practices, both pure and hybrid
alike, did not want to operate under public health reporting standards, and felt this was an
invasion of their privacy. In interviews in the next chapter, this trend became more
apparent, as a variety of direct pay practice styles had mentioned having similar low rates
of utility of EMRs/EHRs for decision making, as this lowered their in person
communication with their patients, and with utilizing the EMR/EHR for prescribing,
which the majority of practices were likely to do with the EMR/EHR.
b. Primary Strengths and Weaknesses of the EMR
No statistically significant differences were found among the practices’ responses
concerning strengths and weakness of EMRs in the quantitative data. Qualitative analysis
of the interviews with physicians revealed clearer differences between pure and hybrid
practices and what they felt were the most significant strengths and weaknesses of the
EMR.
c. MU and Health Information Exchanges
Table 9 depicts how practices in FFC practice payment models differed from FFS
practice payment models in their utility of MU policies. FFC payment model practices
were less likely to engage in MU policies than the FFS practices (RRR=0.02; p<0.05).
This was compared to a base outcome of not working toward MU but having knowledge
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of what it is. Some practices stated that they were not sure what MU is or that they were
already at Stage 7, but these responses were negligible and were dropped from the
analysis. The AIC and BIC of the model was improved over the intercept-only model.
There were also no statistically significant differences between pure or hybrid practices
and no alternative models were found to produce more robust results.
The majority of practices stated not moving toward MU because these incentives
would not benefit them, since their practices did not accept health insurance, including
Medicare and Medicaid, which is required in order to qualify for MU. Many practices
also reaffirmed the fact that participating in MU was a hindrance, another set of
administrative red tape, and was a reason that their practice preferred the FFC payment
model. Practices that included FFC and FFS, which did qualify for MU, were more likely
than FFC alone to participate in MU, but many of these practices in the interviews
suggested a lack of satisfaction with MU standards and the inability to cope with the
administrative hassles required to qualify. Some suggested being willing to accept a
penalty rather than meeting the requirements necessary to qualify.
The model’s Nagelkerke R-squared was 77%, compared to a lower R-squared in
other models tested. The AIC and BIC were 61 and 83, compared to the higher AIC and
BIC of alternative models.
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Table 9: Participation in Meaningful Use Policies
LR chi2(12)
Prob>chi2
Pseudo R2
Log Likelihood
AIC
BIC
AIC Intercept Only
BIC Intercept Only

38.79
0.00
0.5388
-16.6045
61.2089
82.98378
78.26167
97.2639

Relative Risk
Ratioa
Participation in MU Policies
(Standard Error)
0.02**
FFC Payment Model (compared to FFS)
(0.04)
0.01
Medicaid Insurance
(0.00)
6.53
Ownership Status
(6.01)
0.11
Primary Care
(0.18)
1.03
Physician's Age
(0.07)
1.11
Number of Practices Owned
(0.65)
a
Compared to Base Outcome: “Not Working Toward MU, but practice has knowledge of what it
is.” The answer choices “I am already at stage 7 (or fully electronic on the MU scale)” and the
answer choice “I don’t know what MU is” were negligible and dropped from analysis.
**p<0.05

Reasons for not meaningfully using the technology included being opposed to
reporting information publically, and not benefiting from MU. FFC practices were more
likely to suggest that they did not utilize MU because they were not likely to benefit from
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MU financial incentives from the government (RRR=23.98; p<0.05). This answer choice
was compared to the base outcome that the practices were moving toward MU. The
answer choice “I do not know what MU is” had negligible responses. The answer choice
of not wanting to use MU because of fear of public health data sharing and reporting was
not significant, although pure practices were more likely to answer with this response
(RRR= 4.36). Both of these answers were also echoed in the interviews.
The model that compared pure versus hybrid as the independent variable had a
Nagelkerke R-squared of 48%. The alternative model that utilized payment models (FFC)
as the independent variable had a lower Nagelkerke R-squared value. The better model
was potentially the model that analyzed the reasons for pure or hybrid practices to
meaningfully use the EMRs. The AIC and BIC (109 and 140, respectively) were also
lower in the pure/hybrid model than the AIC and BIC of the alternative model across
FFC/FFS practices (114 and 151). The alternative model is in the appendix, A18.

Table 10: Reason for Lack of Participation in Meaningful Use Policies
LR chi2(15)
Log Likelihood
Prob > chi2

17.59
-36.3397
0.2849

Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

0.1948
108.6793
139.5236
128.4566
156.2088
Relative Risk
Ratio
(Standard Error)

Opposed to MU because of Public Health
Reporting Guidelines
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4.36
(11.65)
0.97
(0.09)
0.16
(0.35)
1.53
(1.58)
0.01
(0.01)

Pure Practice
Physician's Age
Primary Care
Number of Physicians in Practice
Ownership Status

Relative Risk
Ratio
(Standard Error)
23.98**
(32.29)
0.97
(0.04)
0.62
(0.74)
1.36
(0.70)
0.44
(0.25)

Not using MU Policies because of Lack of
Financial Incentives
Pure Practice
Physician's Age
Primary Care
Number of Physicians in Practice
Ownership Status

Relative Risk
Ratio
(Standard Error)
6.37
(11.01)
0.91
(0.07)
0.75
(1.32)
1.57
(0.97)
0.18
(0.20)

I am not sure what MU is.
Pure Practice
Physician's Age
Primary Care
Number of Physicians in Practice
Ownership Status
a

Answer Choice: “I am already meaningfully using the technology” is the Base Outcome.

**p<0.05
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2. “Other” HIT: Telemedicine, Patient-Controlled Health Records, Mobile
Health Apps
Questions concerning the use of telemedicine, patient-controlled health records, and
mobile health apps were asked to suggest whether pure or hybrid physicians were more
likely to utilize new, digital/electronic forms of care, and if any differences were evident.
a. Use of All Three Forms of Technology
Compared to hybrid practices, pure practices were less likely to utilize PHRs,
compared to utilizing all three types of technologies (telemedicine, PHRs, and mobile
health applications) in the practice (RRR=0.04; p<0.10). Pure practices seemed to utilize
more electronic health and HITs for a number of reasons. Many of the pure practices
stated that having fewer reporting and public health guidelines on which to report data
increased their likelihood to utilize new and innovative technologies, whereas hybrid
practices had to follow government reporting standards and guidelines, which increased
the time it took to get used to the technologies (increased inertia and routine rigidity) and
lowered interest in using the technologies. The pure practices’ motivation to use these
technologies also stemmed from an interest in individualized care. Pure practice were
able to investigate new technologies due to greater autonomy in the practice, and again,
because many of the technologies did not have to meet MU guidelines or reporting
standards. On the other hand, hybrid practices were more likely to utilize PHRs alone,
when compared to utility of a variety of other technologies. This finding is clarified in the
interviews.
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This model had a sensitivity of 67%, a specificity of 85%, and 79% of the data
overall correctly classified. The model may fit the data well because the AIC and BIC of
97 and 127 are lower than the AIC and BIC of other models. The model had the highest
Nagelkerke R-squared of 54% compared to other models, as shown in the appendix, A20.

Table 11: Utility of Various E-Health, M-Health, and Patient-Controlled Applications
LR chi2(18)
Prob>chi2
Log Likelihood
Pseudo R2
AIC
BIC
AIC Intercept-Only Model
BIC Intercept-Only Model

20.72
0.2935
-27.2777
0.2753
96.55541
126.6691
104.5128
133.0162

Relative Risk Ratio
(Standard Error)
0.49
(0.66)
0.25
(.35)
1.63
(1.16)
0.21
(0.32)
1.07
(0.06)
1.83
(0.96)
Relative Risk Ratio
(Standard Error)
0.04*
(0.07)
17.8
(0.03)
0.30

Telemedicine Usage
Pure Practice (Compared to Hybrid Practice)
Degree
Ownership
Primary Care
Physician's Age
Number of Practices Owned
Patient-Controlled Health Records Usage
Pure Practice
Degree
Ownership
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(.43)
0.91
(2.03)
1.01
(.07)
1.18
(0.78)
Relative Risk Ratio
(Standard Error)
5.1
(1.50)
2.4
(9.8)
1.29
(1.69)
0.23
(.56)
1.15
(0.12)
1.41
(1.59)

Primary Care
Physician's Age
Number of Practices Owned
Mobile Health Applications Usage
Pure Practice
Degree
Ownership
Primary Care
Physician's Age
Number of Practices Owned
a

FFC Payment model was also significant, but the AIC and BIC were lower and so it was determined that
the pure practice model was a better fit for the data.
Base outcome: Utilize all of the above-mentioned applications in practice.
*p<0.10

b. Telemedicine
Practices that were associated with hospitals or hospital associations were 10 times more
likely to use telemedicine (OR=10.2; p<0.10), as portrayed in Table 12. The AIC and
BIC of the model were higher than the intercept-only model, suggesting that the model
should be interpreted with caution, but hospital association remained significant even in
the intercept-only model. The sensitivity of the model was 67%, specificity was 85%, and
around 75% of the data was correctly classified correctly overall. The goodness-of-fit and
sensitivity and specificity analysis are in the Appendix, A19.

152

Table 12: Impact of Hospital Affiliation on Telemedicine Usage
LR chi2(7)
Prob>chi2

8.02
0.33

Log Likelihood
Pseudo R2
AIC
BIC

-13.95
0.22
43.90427
54.84264

AIC Intercept-Only Model

43.0448

BIC Intercept-Only Model

53.52035

Telemedicine Usage
Pure practice (compared to Hybrid)
Degree
Affiliation to a Hospital or Hospital
Association
Ownership Status
Primary Care
Physician's Age
Number of Practices Owned

Odds Ratio
(Standard Error)
0.75
(1.04)
0.53
(0.80)
10.20*
(0.09)
0.85
(0.85)
1.04
(0.98)
1.01
(0.86)
1.22
(0.68)

*p<0.10

The same results were magnified when interviewing practices that were connected
to hospitals, such as Inova 360. On the other hand, many practices left comments and
stated in the interviews that they were unsure of the definition of telemedicine from the
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survey, as there is no standard clinical definition, and some practices utilize laptops for
telemedicine, whereas others utilize more advanced health information systems and
recording devices. A few practices suggested the usefulness of telemedicine when
providing care for populations in disparate parts of the country, including caring for
Indian tribes in Oklahoma. Such findings are bolstered and described in greater detail in
in the interview section.
c. Patient-Controlled Health records
Difference in usage of patient-controlled health records as a standalone dependent
variable (in logistic regression) was not statistically significant between pure or hybrid
practices or across payment models.
d. Mobile Health Applications
Difference in usage of mobile health applications as a standalone dependent variable (in
logistic regression) was not statistically significant between pure or hybrid practices or
across payment models.
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Hypothesis 3: Organizational Culture Differences Across Direct Pay Practices

The second hypothesis answered the specific research question: how do forms of direct
pay (pure/hybrid and FFC/FFS) differ in their organizational characteristics?
Ho: There are no significant differences in the impact of pure/hybrid status or FFC/FFS
payment model on organizational culture and organizational culture characteristics.
a. Pure/hybrid and FFC/FFS practices will not differ by classification according to
which organizational culture dimension best represent each form of care.
b. Pure/hybrid and FFC/FFS practices will not differ across specific organizational
culture characteristics.

The null hypothesis was that there would be no significant difference between
pure and hybrid practices and FFC and FFS payment model classification on
organizational culture. The null hypothesis was rejected, and many null hypotheses of the
“sub hypotheses” were also tested and rejected. The sub hypotheses played the role of
testing more specific organizational culture characteristics, and presence of various
organizational traits that make up dimensions of the organizational culture framework
suggested by Cameron and Quinn (2011). There were differences in hierarchy, market,
and adhocracy culture between pure/hybrid and FFC/FFS payment models, but there was
no difference in clan culture characteristics across status or payment model.

The organizational culture was computed by utilizing the scores from survey
respondents, on how the practices would rate their own characteristics based on four
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dimensions: clan, adhocracy, market, and hierarchy culture. For each of the four
dimension, there were 6 core characteristics: 1) the overall, dominant organizational
characteristics; 2) organizational leadership; 3) management of employees; 4)
“organizational glue,” or the bonds that tie the organization together; 5) strategic
emphasis; and 6) characteristics that help the practice in defining success. Respondents
scored each of the characteristics based on more specific traits of each of the 6 core
categories, on a scale of 0 to 25. For example, creating a dynamic, entrepreneurial
environment was a trait of the “dominant organizational characteristics” category of the
adhocracy cultural dimension, which would receive XX out of 25, and having a “results
oriented environment” was another characteristic of the “dominant organizational
characteristics” category of a market culture which would receive a separate score out of
25. The value of all traits within each characteristic were summed and then divided by the
six total categories, to provide a total score for each of the four organizational
dimensions, across respondents in the FFS and FFC payment models. Below, the average
scores are plotted on the OCAI diagram, with Table 13 and Figure 5 representing a
comparison of average scores between pure and hybrid practices, and Table 14 and
Figure 6 representing a comparison of average scores between FFC and FFS practices.
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Table 13: Cultural Dimension, Practice Type, and Average Score Across Pure and
Hybrid Practices
Cultural Dimension
& Practice Type
Clan Culture Pure Practice
Clan Culture Hybrid Practice
Adhocracy Culture Pure Practice
Adhocracy Culture Hybrid Practice
Market Culture Pure Practice
Market Culture Hybrid Practice
Hierarchy Culture Pure Practice
Hierarchy Culture Hybrid Practice

Average Score
(Out of 25)
20.11
19.35
20.33
16.01
20.20
17.80
18.50
16.83

Figure 5: Average Scores on the OCAI for Pure vs. Hybrid Practices
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Table 14: Cultural Dimension, Practice Type, and Average Score Across FFC and FFS
Practices
Cultural Dimension
& Practice Type
Clan FFC Practice
Clan FFS Practice
Adhocracy FFC Practice
Adhocracy FFS Practice
Market FFC Practice
Market FFS Practice
Hierarchy FFC Practice
Hierarchy FFS Practice

Average Score
(Out of 25)
18.95
20.00
19.19
18.42
17.89
17.67
17.53
23.67

Figure 6: Average Scores on the OCAI for FFC vs. FFS Practices
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Average scores for each type of practice and for each cultural dimension were
calculated, as shown in Tables 13 and 14. Initial Anova tests were conducted to suggest
significant association between the average score on each cultural dimension and the type
of payment model, as well as average score on each cultural dimension and the
pure/hybrid status. No significant associations were found. An OLS regression of each
average score and the payment model, as well as average score and pure/hybrid status did
not result in significant results. Then, the six, more-specific characteristics (1) the overall,
dominant organizational characteristics; 2) organizational leadership; 3) management of
employees; 4) “organizational glue,” or the bonds that tie the organization together; 5)
strategic emphasis; and 6) characteristics that help the practice in defining success) within
the cultural dimensions were tested in a regression model, to suggest differences between
pure/hybrid and FFC/FFS practices. This resulted in significant findings.
An OLS regression was conducted to depict the impact of each of the six
characteristics that produced the four dimensions of organizational culture. The
regression models were measured for their adjusted R-squared values to suggest the
goodness of fit, were tested for multicollinearity through variance inflation factor tests,
and tested for heteroskedasticity using the Breusch-Pagan/Cook-Weisberg test.
The results for the models where pure/hybrid and/or FFC or FFS are statistically
significant are shown in Tables 15-20. Variance inflation factor tests are in A23. The
Breusch-Pagan/Cook-Weisberg test was used to suggest that the model had a constant
variance, and thus little to no heteroskedasticity (and also requires a normality
assumption). The White test was also conducted, with the assumption that the data may
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not meet the normality assumption. The tables with the Breusch-Pagan/Cook-Weisberg
test for heteroskedasticity and the White test are in the Appendix, A24 and A25,
respectively. To reduce any heteroskedasticity present, the model was rerun with the
command “robust” to ensure that the heteroskedasticity was assumed. The results did not
change from re-running the models. The results for the Omitted Variable Bias tests are in
the Appendix, A26.

Table 15 suggests the first model in which FFC practices have significantly
different scores from FFS scores within the hierarchy cultural dimension. FFC practices
score 2.5 points lower on the “organizational glue/bond” characteristic of the hierarchy
dimension that impacts how rules and formal policies hold the organization together
(p<0.10). Similarly, other characteristics of the hierarchy dimension, such as the presence
of a “formal, controlled environment” increased the scores on rules and formal policy
presence by 0.57 points, and “defining success based on efficiency” increased the
presence of rules and formal policies by 0.22 points (p<0.00 and p<0.05, respectively).
This cultural dimension also supports the lack of policies and standards that are present
and necessary in abiding by PCMH and HIT MU policies. The adjusted R-squared of the
model was 88 %.
As portrayed in Table 16, another model was tested to suggest how pure practices
compared to hybrid practices on rules and policy making, and this model had a higher
adjusted R-squared of 90%. The model suggests that pure practices score nearly 3 points
lower compared to hybrid practices on using rules and policy compliance to keep the
organization together (p<0.10). Presence of a formal, controlled environment and the
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presence of organized, smooth running processes (as part of organizational leadership
style) also slightly increased the presence of rules and policy compliance in being the
organizational “glue” for the practice by less than one point (p<0.00 and p<0.05,
respectively). After conducting the Breusch-Pagan/Cook-Weisberg test, it was found that
the models did not have heteroskedasticity. After conducting the White test, there did not
seem to be any heteroskedasticity. The variance inflation factors were also measured and
all values were below 10, suggesting no multicollinearity. To reduce any
heteroskedasticity present, the model was rerun with the command “robust” to ensure that
the heteroskedasticity was assumed. The results did not change from re-running the
models. Ramsey’s omitted variable bias test was completed to ensure that the models did
not have any omitted variables. The null hypothesis that the models had no omitted
variable bias was not rejected, meaning that the majority of the models seemed to be well
represented by the variables included. Only one model rejected the null that there was no
omitted variable bias, and it is discussed in greater detail.
As suggested in Table 17, another hierarchy dimension characteristic within
strategic emphasis was significant: the presence of “efficiency, control, and stability.”
This characteristic had a different presence at FFC practices compared to FFS. FFC
practices scored 3.5 points higher on this characteristic than FFS practices (p<0.00). The
adjusted R-squared of the model was 84%. After conducting the Breusch-Pagan/CookWeisberg test, it was found that the models did not have heteroskedasticity. This
characteristic did not pass the White test, so if the data are not normal, there may seem to
be some heteroskedasticity present, and the data should be analyzed and accepted with
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caution. The variance inflation factors were also measured and all values were below 10,
suggesting no multicollinearity.

Table 15: Hierarchy Culture: Presence of Rules & Formal Policies in FFC Practices
Source
Model
Residual
Total

SS
Df
9915.286 6
1095.283 51
11010.57 57

MS
1652.548
21.47614
193.1679

Number of obs
F( 6, 51)
Prob > F
R-squared
Adj R-squared
Root MSE

58
76.95
0
0.9005
0.8888
4.6342

Score : Rules & Formal Policies Hold the Organization
Together
FFC (compared to FFS)
Formal, Controlled Environment
Organized, Smooth Running, & Efficient Processes
Conformity, predictability, stability in Relationships
Efficiency, Control, Stability are Important
Success Defined by Efficiency
Constant
***p<0.00, **p<0.05, *p<0.10
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Impact on Score
(Standard Error)
-2.52*
(1.41)
0.57***
(0.10)
0.073
(0.10)
-0.29
(0.11)
0.36
(0.11)
0.22**
(0.10)
0.64
(2.05)

Table 16: Hierarchy Culture: Presence of Rules & Formal Policies in Pure Practices
Number of obs
F( 6, 42)
Prob > F
R-squared
Adj R-squared
Root MSE
Source
Model
Residual
Total

49
73.81
0
0.9134
0.901
4.6663
SS
df
9643.03696
914.514061
10557.551

MS
6 1607.173
42 21.77414
48 219.949

Score : Rules & Formal Policies Hold the Organization
Together
Pure Practice (compared to Hybrid)
Formal, Controlled Environment
Organized, Smooth Running, & Efficient Processes
Conformity, predictability, stability in Relationships
Efficiency, Control, Stability are Important
Success Defined by Efficiency
Constant
***p<0.00, **p<0.05, *p<0.10
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Impact on
Score
(Standard
Error)
-3.04*
(1.60)
0.63***
(0.096)
0.03
(0.14)
-0.16
(0.12)
0.36**
(0.14)
0.16
(0.12)
-0.51
(2.36)

Table 17: Hierarchy Culture: Efficiency, Control, Stability in FFC Practices

Source
Model
Residual

Total

Number of
SS
df
MS
obs
F( 6, 51)
9358.53347
6
1559.75 Prob > F
1551.94929
51
30.43 R-squared
Adj Rsquared
10910.4828
57
191.41 Root MSE

Efficiency, Control, & Stability Emphasis: Score
FFC (compared to FFS)
Rules & Formal Policies Hold the Org Together
Success Defined by Efficiency
Conformity, predictability, stability in Relationships
Organized, Smooth Running, & Efficient Processes
Formal, Controlled Environment
Constant

58
51.26
0
0.8578
0.841
5.5164

Impact on
Score
(Standard
Error)
3.50**
(1.66)
0.51***
(0.15)
0.01
(0.12)
0.25*
(0.13)
0.31***
(0.11)
0.15
(0.15)
-4.61*
(2.35)

***p<0.00, **p<0.05, *p<0.10

As suggested in Table 18, within the market culture, FFC was significant in
impacting the “competitiveness, achievement, and focus” that was a management style
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characteristic. FFC practices had a score that was 2.27 points lower than FFS practices
regarding the competitiveness, achievement, and focus characteristic (p<0.10). Other
characteristics of market culture, including the presence of competitive actions and
strategies (p<0.05), competitive market leadership being important in defining success
(p<0.00), and emphasis on goal setting in creating an “organizational glue” (p<0.05) were
likely to be given higher scores, and thus affect the presence of competitiveness at the
practice. The adjusted R-squared was around 87%, lower than the models of hierarchy
culture, but still high enough to suggest that the data are a good fit for the model. After
conducting the Breusch-Pagan/Cook-Weisberg test, it was found that the models did not
have heteroskedasticity. After conducting the White test, there did not seem to be any
heteroskedasticity. The variance inflation factors were also measured and all values were
below 10, suggesting no multicollinearity. This was the only test to suggest some omitted
variable bias, so the results should be heeded with caution.

Table 18: Market Culture: Competitiveness, Achievement, Focus in FFC Practices

Source

Model

SS

Df

MS

9010.2774

6

Residual

1148.56743

51

Total

10158.8448

57
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Number of
obs = 58
F( 6, 51) =
66.68
Prob > F =
1501.713 0.0000
R-squared
22.52093 = 0.8869
Adj Rsquared =
0.8736
Root MSE
178.2253 = 4.7456

Impact on Score
(Standard Error)
-2.27*
(1.32)
-0.14
(0.09)
0.11
(0.10)
0.26**
(0.12)
0.26**
(0.11)
0.38***
(0.10)
4.17**
(1.87)

Competitiveness, Achievement, Focus: Score
FFC (compared to FFS)
Nonaggressive, Result- Oriented Focus
Results Oriented Environment
Emphasis on Achievement & Goal Setting
Emphasis on Competitive Action
Competitive Market Leadership
Constant
***p<0.00, **p<0.05, *p<0.10

Within adhocracy culture, FFC practices were less likely to have a dynamic,
entrepreneurial environment, as a dominant characteristic, as shown in Table 19. FFC
practices had scores that were about 2 points less than FFS practices for the characteristic
of possessing a dynamic environment, compared to FFS practices (p<0.05). The adjusted
R-squared was around 93%, higher than the models of hierarchy and market culture,
suggesting that the data are a good fit for the model. After conducting the Breusch-Pagan
/Cook-Weisberg test, it was found that the models did not have heteroskedasticity. After
conducting the White test, there did not seem to be any heteroskedasticity. The variance
inflation factors were also measured and all values were below 10, suggesting no
multicollinearity.
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As suggested by Table 20, FFC practices also had scores that were about 1.87
points higher regarding possessing risk sharing, freedom, and uniqueness in their
management of employees (p<0.10). Being a risk taker, product leader, and innovator
within organizational leadership style also increased the scores for this particular
characteristic for FFC payment models (p<0.00 and p<0.00, respectively).
As suggested in Table 21, for pure and hybrid practices, pure practices have
scores that were 2.85 points higher on the qualities of risk sharing, freedom, and
uniqueness, compared to FFS practices, as well (p<0.05). An entrepreneurial, risk taking
organizational leadership style also increased the score for practices on this characteristic
(p<0.00), although being a product innovator and leader reduces the role of risk sharing
and uniqueness in this model (p<0.00). The adjusted R-squared was around 90% for the
model testing the impact of FFC and 93% for the model testing the impact of pure and
hybrid classification, which suggest that the data are a good fit for the model. After
conducting the Breusch-Pagan / Cook-Weisberg test, it was found that the models did not
have heteroskedasticity. After conducting the White test, there did not seem to be any
heteroskedasticity The variance inflation factors were also measured and all values were
below 10, suggesting no multicollinearity.

Table 19: Adhocracy Culture: Entrepreneurial Environment in FFC
Practices

Source

SS

df

Number of
obs
F( 5, 52)

MS

167

58
162.2

Model
Residual

9920.882
636.1006

Total

10556.98

5
52

57

1984.176 Prob > F
12.237 R-squared
Adj Rsquared
185.21 Root MSE

0
0.9397
0.934
3.4975

Impact on Score
(Standard Error)
-2.05**
(0.93)
0.81***
(0.08)
0.06
(0.08)
-0.07
(0.09)
0.18**
(0.08)
1.54
(0.98)

Dynamic, Entrepreneurial Environment: Score
FFC (compared to FFS)
Entrepreneurial & Risk Taking Presence
Innovation
Interest in Trying New Things
Product Leader and Innovator
Constant
***p<0.00, **p<0.05

Table 20: Adhocracy Culture: Uniqueness & Freedom in FFC Practices

Source

SS

df

MS

Model
Residual

9051.43
895.298448

5
52

Total

9946.72845

57

Number of
obs
F( 5, 52)
1810.29 Prob > F
17.22 R-squared
Adj Rsquared
174.51 Root MSE

Impact on Score
(Standard Error)

Risk Taking, Uniqueness & Freedom: Score
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58
105.14
0
0.91
0.9013
4.1494

1.87*
(1.10)
0.63***
(0.09)
0.14
(0.09)
0.14
(0.11)
-0.32***
(0.10)
0.84
(1.16)

FFC (compared to FFS)
Entrepreneurship & Risk Taking Presence
Innovation, Development, Cutting Edge
Trying new Things
Product Leader and Innovator
Constant
***p<0.00,*p<0.10

Table 21: Adhocracy Culture: Uniqueness & Freedom in Pure Practices
Source
Model
Residual

Total

df
MS

SS
8855.98059
548.978593

9404.95918

5
43

48

Number of
obs
F( 5, 43)
1771.196 Prob > F
12.76694 R-squared
Adj Rsquared
195.9367 Root MSE
Impact on Score
(Standard Error)
2.85**
(1.21)
0.67***
(0.09)
0.10
(0.09)
-0.12
(0.11)
0.31***
(0.10)
-0.43
(1.25)

Risk Taking , Uniqueness, Freedom Score
Pure Practice (compared to Hybrid)
Entrepreneurship & Risk Taking Presence
Innovation, Development, Cutting Edge
Trying New Things
Product Leader and Innovator
Constant
***p<0.00, **p<0.05
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49
138.73
0
0.9416
0.9348
3.5731

Finally, there were no significant differences between the payment model of the
practice in impacting the presence of clan culture. This may be because both practices
had high scores on the clan culture characteristics, and did not differ significantly across
the characteristics, as the average scores of the clan culture, in Table 13, suggest. The
next figure sums up the results of the organizational culture dimensions and
characteristics that practices differed across.

Figure 7: Organizational Culture Results
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CHAPTER 6: QUALITATIVE RESULTS

Brief Summary of Qualitative Analysis

Introduction: Direct pay practices were studied to suggest how organizational identity is
chosen and formed, and how payment model (FFC versus FFS) impacts attitudes toward
health reform policies, and the use of HIT and HIT policies. Methods: An advertisement
was placed in various direct pay news sources, forums, and coalitions to attract as many
interviewees as possible. Nearly 40 direct pay physicians and/or office managers
responded to a semi-structured interview regarding practice characteristics, selfclassification of the practice by the physician, and the impact (if any) of health reform
changes and HIT changes, on their practice style. Many physicians categorized
themselves as “DPC,” “concierge medicine,” and other common terms used to describe
types of direct pay practices. The coder grouped the common terms, and analyzed for
similar themes across practices accepting versus not accepting insurance, and reclassified the practices into the categories of “pure” or “hybrid.” Pure and hybrid
practices could then be compared for significant differences. The practices were also
classified by the services offered, including FFC (membership-only services) or
FFS/combination models (where there was a combination of membership services and
traditional services provided without membership). The participants had varying
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affiliation to franchises, coalitions, and hospital associations, which were also used to
further classify differences between pure, hybrid, FFC, and FFS practices. Around 25
interview participants represented FFC payment models, and 15 participants represented
FFS payment models. An additional coder was asked to classify themes to produce coder
inter-reliability as suggested by Boyatzis (1998). The critical incident technique (CIT)
technique and theory driven coding was used to generate themes from the interview
transcripts. Results: Themes emerged, across differences in classification among pure
and hybrid practices, as well as across FFC and FFS practices in their attitudes toward
health reform. The themes from studying pure versus hybrid practices included: 1)
classification as DPC, concierge, cash only, hybrid, etc. was a particularly important
characteristic to physicians, especially in their ability to market themselves to various
audiences; 2) identity and classification were ways to produce familiarity to the
community, meaning that the identity outwardly marketed to the community was not
always the identity that the practice used to depict itself; 3) affiliations to, and
participation in, franchise- and network-based models were underemphasized by
practices due to the negative connotation that standardization had for direct pay practices;
and 4) practices differed in classification and identity based on rural, suburban, and urban
community settings, and depicted their identity and their definition of direct pay based on
their community setting and patient mix. The themes from studying FFC and FFS
practices included: 1) both types of practices suggested positive attitudes and perceived
(indirect) benefits from health reform, as there was an expectation of a potential increase
in demand for FFC and fee-for-extra-service/hybrid style practices; 2) new regulations

172

and policies of MU, Accountable Care Organizations (ACO) quality standards, PCMH
certification, and other government requirements were major obstacles for practicing in a
traditional office-based setting, and has led to the switch to direct pay; 3) EMR utility
varied by overall use, functionality, and perceived return on investment of FFC and FFS
practices, although customizability of the EMR was sought by both FFC and FFS
practices; and 4) Other HIT was utilized by most FFC and FFS practices, including
patient portals, telemedicine, and mobile health applications. The time spent on
participating in these additional forms of HIT were built into the cost of the FFC or FFS
practice (and was a sunk cost) and was not typically billed as an additional cost to the
patient. Conclusion: A number of recommendations may be provided on how pure,
hybrid, FFC and FFS practices can work to strengthen their practice, and remain
competitive during health reform. Organizational identity may severely impact the ability
for the practice to demonstrate a wide range of services. Using terms that clearly suggest
the services in the practices’ business model, without positive or negative connotations,
may help practices gain a higher volume of patients. Some practices choose not to
increase their patient load, and are servicing specific communities (or unique health
needs) of patients, in which case, the terminology they use to classify themselves is
purposefully chosen. The FFC or FFS model practice should be able to remain
competitive using the following characteristics: the ability to provide unique services to
patients with regional disparities; serving patients who have unique (and sometimes,
multiple chronic) conditions that require individualized attention; the ability to gain
market share in areas where retail clinics and government health centers have grown
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more popular; and the ability for larger franchises and networks of direct pay to utilize
the health insurance exchange to better market their services. Using new HIT that is
customized for the patient and physician will improve the communication and produce
another unique characteristic of customer service quality and organizational identity for
the practice, as some practices from interviews have demonstrated.
Detailed Qualitative Analysis Results
Introduction
The qualitative analysis sheds light on the unique organizational identity, as well
as the numerous, unique functions and business models across an array of direct pay
practices, that together produce the organizational characteristics of direct pay practices.
A short briefing on organizational identity is provided, followed by how organizational
identity relates to direct pay, and what themes were found to exist from studying
organizational identity at the direct pay practices.
Mats Alvesson (2012) discusses the importance of identity to an organization.
While the identity is not always objective, it is easier to explain based on each individual
and their perception of the organization. Identity in a profession is based on “individual
response,” as well as by “practices, beliefs, values and meanings characterizing the
organization,” suggests Alvesson (2012, p. 35). This definition can shed light on what the
organizational culture and the professional identity of direct pay practices is, as many
direct pay practices have an organizational identity that is distinct. The identity is a
function of the two ways that physicians and office managers describe their practices: the
overall term for the practices’ business model (pure or hybrid) and the term used to
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describe the fee structure and services (FFC and FFS) of the practice. The concept of
identity and what participating in “direct pay” represents to those within the practice, as
well as the ideal for how patients and third parties are treated in the transaction, has not
been explored in past literature. Identity can be defined “in terms of organizational
culture” and can influence and affect a set of cultural meanings (Alvesson 2013, p. 40).
The unit of analysis for studying organizational culture and identity in my study is
the “practice.” The practices differ across a number of characteristics used to code the
practices, similar to those identified by Alvesson at the organization level of analysis.
Some of these codes include: 1) what policies, rules, and regulations the organization
follows, 2) what services the organization emphasizes and what services it provides, 3)
the target audience of the practice, 4) the internal or external orientation toward results
(in this case who the organization primarily impacts and values: the physician or the
patient), and 5) how the practice remains distinct from competitors. A few of these
defining themes are present in Knope (2012)’s book on his own concierge medicine
practice, but literature is still lacking on whether there are differences in organizational
identity within and across direct pay practices.
After conducting the study, it was found that direct pay practices have a unique
organizational identity, which may focus on a number of factors that differ from
traditional private practices: their business model, the range of services offered, the
(typically lower) number of patients in the practice, greater time and effort spent with,
and on understanding, the patient, and the ability to produce prevention- and wellnessbased outcomes. In order to study the organizational identity of direct pay practices,
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physicians may classify themselves across two broad categories: 1) pure or hybrid
practices and as 2) FFC or FFS practices. The pure practice classification is a function of
the overall identity and focus of the practice (wellness, direct financial relationship with
patients), which is portrayed as operating “without insurance reimbursement,” typically
under the genres of concierge, DPC, cash only, or other terms for direct pay. The hybrid
practice classification is a function of how the practice chooses to classify its main focus
(wellness, financial relationship, etc.) as well as participation in insurance
reimbursement, while also having some patients that are on a retainer only model of care.
The FFC or FFS classification or identity is based on the services structure present at the
practice, be it a FFC, all-encompassing membership-based model, a FFS model where
fees are based on an hourly or visit-by-visit basis, or a hybrid model that has a
combination of the direct pay and traditional fee structure.
The organizational identity and culture present in direct pay practices is not
analyzed qualitatively in past literature, a subject that could be of great benefit to society.
By applying various theories from Chapter 2 and qualitative analysis to the study of
direct pay practices, new insights about direct pay practices are uncovered. The methods
of the study are described next.
Qualitative Methods
Cohn, Friedman, and Allyn (2007) discuss the variety of techniques that have
been used in recent years by health professionals and health organizations to drive better
outcomes in the workplace. An important technique known as critical incident technique
or CIT, used by a number of researchers, including Query and Kreps (1993) and Boyatzis
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(1998) is particularly relevant to the analysis of health care organizations to generate
themes in the data, and provides direction for the methodology of the interviews.
Similarly, Fitzgerald et al. (2008) used CIT to generate themes using dentistry data,
Mallak et al. (2003) studied themes in hospital culture using CIT, and Redpath et al.
(1997) analyzed audits of death in primary care using CIT.
Joseph Maxwell (2013) also provides important guidance for conducting
qualitative interviews. He proposes important characteristics of qualitative methodology,
which states not to have preconceived notions about a hypothesis or structured research
question, and that change was an integral part of the qualitative method process. For this
reason, I begin my research with a broad research question and analyze how theory and
methods could be applied, without imposing a specific hypothesis until after completing
the interviews. The hypothesis remains primarily the same from the last chapter, which is
to identify how and why health reform impacts these practices, if at all.
The CIT provides a way to identify themes in the interview responses. Themes
were developed by carefully coding the responses to the answers to the following
questions, developed by Query and Kreps (1993, p. 68). The following two questions
were used to generate data, which are recoded into nominal (binary) responses:
1)

Is this critical incident (participating in direct pay in general, the influence of

health reform or reform’s specific provisions, and the influence of HIT usage and HIT
policies) a predominantly positive or negative incident, and what are the strengths or
weaknesses of the particular incident on the practice?
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2)

Does this critical incident pertain to characteristics of the organizational identity

of the direct pay practice, the FFC or FFS payment structure of the business model, or
both?
An advertisement was placed in various direct pay news sources to attract as
many interviewees as possible. Direct pay physicians and/or office managers participated
in a semi-structured interview with questions under the following sections: 1) a general
definition of direct pay, 2) the specific services and practice characteristics present, and
3) the terms the practice would use to classify itself, and the impact (if any) of health
reform changes (including specific policies) and HIT changes (including specific
policies), on the practice.
Many practices categorized themselves as “DPC,” “concierge medicine,” and
other common terms used to describe types of direct pay practices, which the coder
analyzed, and re-classified into the categories of “pure” or “hybrid.” The categories of
practices could then be compared for significant differences. The practices were also
classified by the services offered, including FFC (membership-only services) or
FFS/hybrid (where there was a combination of membership services and traditional
services provided without membership). The participants had varying affiliation to
franchises, coalitions, and hospital associations, which were also used to further classify
differences between pure, hybrid, FFC and FFS practices. In total, 25 interview
participants represented FFC payment models, and 15 represented FFS payment models.
A theory-driven code was generated to assess the interview transcripts. This
approach emphasized the following steps: 1) generating a code from theory, 2) reviewing
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and rewriting the code to make the code applicable to the raw information, and 3)
determining the reliability before applying the code to the information, 4) suggesting
results, and 5) interpreting the results. After initially coding the raw data, the code is then
applied blindly to the rest of the sample to suggest themes. This is the best form of
validation, as suggested by Boyatzis (1998), which is what the study used to produce
validity. The code had five components, which Boyatzis (1998, p. 59) suggests are
integral to strong and high-quality code: “1) a label; 2) definition of what the theme
concerns; 3) a description of how to know when the theme occurs; 4) a description of any
qualifications or exclusions, and 5) examples.”
An additional coder was asked to identify themes and revise the original analysis,
to produce inter-rater reliability as suggested by Boyatzis (1998).The percentage
agreement scores were calculated to determine the inter-rater reliability. Consistency of
judgment, which includes consistency among viewers and consistency over time and
events, were used to produce the highest possible reliability from the study.
Percentage Agreement = # of Times Both Coders Agreed / # of Times Coding
was Possible
Percentage Agreement = 90.00% = 36/40
Qualitative Themes from the Interviews
Themes originated through the interviews, including themes by type of practice.
For models of pure and hybrid as well as FFC and FFS practices that were stand alone,
franchise, and network based, the following results were found to be pertinent. The
practices were first analyzed by differences between the services offered, such as pure
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versus hybrid and FFC versus FFS practices. Practices were asked how they classified
themselves, and many suggested overlapping terminology across “pure” versions of DPC
and concierge care, as well as “hybrid” forms of DPC and concierge care.
Attitudes toward health reform and HIT were coded as impacting the practice in a
positive or negative manner, and generated themes based on the type of practice
(pure/hybrid) and fee structure (FFC/FFS). First, identity and self-classification is
discussed, to depict themes on how practices define themselves. Second, themes on
changes from heath reform and differences between FFC and FFS practices are assessed.
Finally, overall strengths and weaknesses of participating in direct pay practices (in
general) are provided. Specific stories selected from interviews are also provided, as
examples of the raw data from interview transcripts.
Organizational Identity and Self-Classification
Practices were asked first to define direct pay, and then to describe whether they
knew of a term, or type of direct pay, that represented their practice best. This could
include “DPC,” “concierge medicine,” “cash-only practice,” “boutique practice,” and
other terms.
There were few differences in how the practices defined direct pay. Most
practices depicted direct pay as a “movement” or as a “style” of practice in which there
was a direct “financial relationship” between the patient and physician. The physicians
emphasized the reimbursement process and the services provided as the primary part of
the definition of direct pay, and discussed a focus on preventative health and patient
wellness as a secondary part of the definition. Practices also suggested that this model
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appeared to be a “solution” to the administrative problems they had been facing over an
extended period of time. There was a particularly inward focus by most physicians when
referring to the definition of direct pay, because the physicians discussed benefits to
themselves, and seemed to prioritize this above the impact on the patient.
Many practices that identified as a hybrid style practice also suggested that they
wanted to participate in a pure DPC format, but due to state or legal limitations, were
unable to participate in such a format. Other hybrid practices were transitioning to DPC
or concierge medicine, but did not have the adequate number of patients to participate in
the “pure” styles of direct pay, resulting in a model where they continued to accept
insurance for some patients.
Themes: Pure Versus Hybrid Practices and Self-Classification
The first theme found in the study was that organizational identity was integral
and meaningful in shaping the norms, functions, and values of the direct pay practice.
When asked to define direct pay, and further provide the best word to describe the type of
direct pay, answers ranged from specific terms, such as DPC, concierge care, “cash
only,” and the general term “direct pay” care, to more indecisive answers, such as “I am
unsure how to classify my practice,” or “I choose not to classify my practice as a wellknown type of direct pay, in order to maintain individuality.” For the most part, practices
that utilized a fee-for-extra-service model (which would not be on a membership-based
fee service structure), considered themselves concierge or DPC, even if their patient had
to pay additional (and sometimes different) charges per visit. The term direct pay was
primarily linked with whether or not the practice accepted insurance (an organizational
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“norm”), rather than being linked with the membership-based model. This was one of the
main reasons why self-classification and payment model differed, and were studied as
separate independent variables. Practices that classified as concierge primarily offered
enhanced services, including house calls, private waiting rooms, little to no lag time in
appointment setting, and direct access to the physician. DPC had some of these features,
but the fees typically ranged from lower fees for fewer services, to higher fees for a
greater range of services.
Practice-specific values were also depicted through organizational identity.
Practices defined by the pure, DPC model focused their practice on goals of patient
“wellness,” “preventative care,” and providing “economical” options to the average
patient. They tended to have an outward focus, suggesting what they were providing to
the patient and how patients could benefit from participation in the model, when asked to
define their direct pay practice. On the other hand, concierge care focused on a set of
different themes, such as “strong relationships,” “continuity of care,” and willingness to
offer a range of “enhanced” services, but also suggested that their patients had a different
approach to health care. Many physicians suggested that the patient that came to them
was acting on a perceived “want,” rather than a perceived “need,” meaning that many of
their patients were willing to be a part of their own health improvement process. A few
physicians suggested that in the concierge model, the patient is investing his or her own
money and time, and so the patient is more committed to improving their own health,
compared to patients that are utilizing insurance-based services, and have less
appreciation for the services they receive. The unifying theme that arose among hybrid
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practices was the ability to offer “variety” and “innovative care,” while also not “turning
away current patients” who wanted to remain participating in the traditional, insurance
reimbursed and billed services.
Other physicians suggests the confusing nature of the terminology and various
words that describe direct pay practices. Dr. Serbin suggests:
“There is no good definition for what we [direct pay physicians] call ourselves. Every
practice has its own unique style, dimension, and potentially set of services, and it’s not
easy to define what we’re doing.” One of the major reasons he switched from his
traditional office-based practice to a direct pay practice was the pace and rush of the old
practice that reduced the quality of care delivery. Now he states – he has time to look up
additional information on a patient condition, and can do “the best job- period…! No
reason for excuses of time commitments, having a long line of patients to take care of
back to back, and reduced administrative burdens.”
The second theme from analyzing identity across pure/hybrid practices was that
some of the practices still referred to themselves as terms that were “familiar” to the
community, even though they did not feel comfortable being labeled as that term. For
example, one physician utilized the term “concierge” to describe himself to his patients
because the term was well known to many previous and prospective patients, but he
suggested that if he had to depict his values, interests, and type of care, the word that best
described himself was “direct pay” or “DPC,” because he offered economical services to
a diverse community. He also stressed the importance of promoting wellness visits. He
was not comfortable with the term “concierge” to describe himself, because of the
“negative connotations” that he associated with concierge medicine. He provided a few
examples of the negative connotations that he thought were commonly associated with
concierge medicine, including “a focus on making money, rather than improving patient
care;” “higher costs but at no improved benefits to the patient,” and “targeting an elitist
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patient mix, that leaves out other, lower income patients that can’t afford the care
provided.” Practices also suggested that the term concierge medicine was linked with
unethical and potentially illegal practices, and thus some practices were not comfortable
using this word to refer to themselves, even if many of their practices were very similar
in nature to the “concierge” style of practice. Some practices that referred to themselves
as concierge medicine suggested that they were trying to remain part of a hidden
population, to avoid being audited for not following regulatory standards. These thoughts
on legitimacy and legality were echoed even by physicians of practices in lenient states
like California which provided greater leniency toward direct pay practices and supported
participation in direct pay models of care.
The third theme produced from the interviews was the impact of being perceived
as affiliated with a franchise-based or network-based model of care. Practices preferred to
maintain their uniqueness and autonomy, and tended to emphasize services and
characteristics not linked to the franchise model. Even while practices were utilizing a
franchise or network model to support their business model, many suggested the
uniqueness of their business model, and the customized services that they provided,
which were not part of the franchise. Being a part of a franchise for many practices was
associated with a “standardized” format, which had negative connotations.
Standardization came up in a number of interviews and was linked to greater
administrative work and less time spent with patients. Standardization was the reason
why many physicians decided to switch to direct pay: to differentiate their customer
service and quality, without having to be burdened by government “redtape,” which had
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become “increasingly worse over time,” especially for physicians who had past
experience as part of Independent Practice Associations (IPAs). Many IPAs were
moving toward PCMH certification and participation in ACOs, which direct pay
physicians perceived as impacting their clinical experience and satisfaction at the practice
in a negative manner. On the other hand, participation in a network model produced
leverage for better costs on labs, additional medical equipment, creation of provider
networks of their own, and important social network opportunities with other physicians.
The fourth theme found from interviews was the impact of practice environment
and setting. Practices differed in functionality, services, and attitudes toward the type of
business model present, across rural and urban settings. Many practices in rural settings
suggested that the direct pay care, in conjunction with retail clinics, federal clinics, and
hospital ERs, were the only options for their patients. Even in areas with federally
qualified health centers (FQHCs) that provided patients with low-cost care, it was
common for patients to prefer the FFC or FFS direct pay model compared to the
government services. The direct pay physicians that had experience at FQHCs suggested
that care delivery was inefficient with physician time and resources, while posing no
advantages to patient quality of care. For this reason, direct pay practices seemed to
emerge as a personalized option for many patients in rural settings who were interested in
other options.
House calls were also particularly useful for suburban and rural settings. The rural
DPC practices also did not need to negotiate down additional lab tests and rates- many
were already controlling a certain market. On the other hand, urban DPCs had greater
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competition within a certain radius, and had to work out strategies, such as rate
negotiation, lower charges for additional family members, etc. to raise customer interest.
The ability to compare direct pay practices to retail clinics is beyond the scope of this
study, and is a limitation in the research but would make for an improved, future study.
One physician suggested the range of telemedicine and house call services he
could provide to a culturally sensitive group of Chickasaw Indians (a Native American
tribe) in a rural region in Sulphur, Oklahoma. A number of direct pay physicians
suggested the advantages that direct pay posed to individuals who wanted enhanced
service in home health settings, as many patients receiving direct pay services had
switched from a traditional home health hospital outpatient services organization, to a
direct pay practice that provided home health. The physicians suggested the extended
time, enhanced resources, and positive attitude they had toward home health services,
which differentiated themselves from traditional competitors in the home health services
market.
Themes Across FFC and FFS Practices
The themes from studying FFC and FFS practice included the following regarding
changes in health reform and HIT: 1) overall, FFC and FFS practices perceived health
reform in a positive light, suggesting benefits, primarily indirect benefits, from health
reform; 2) new regulations and policies of MU, Accountable Care Organizations (ACO)
quality standards, PCMH model certification, and other government requirements were
perceived as “obstacles” for practicing in a traditional office-based setting, and has led to
the switch to direct pay; 3) EMR utility varied by overall use, functionality, and
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perceived return on investment of FFC and FFS practices, although customizability of the
EMR was desired by both FFC and FFS practices; and finally, 4) use of other HIT,
including patient portals, telemedicine, and mobile health applications were common
across both types of practices, but differed by perceived need and resources present. The
next two sections include greater detail regarding the above mentioned themes that were
found by asking questions about health reform and HIT.
a. Attitudes Toward Health Reform
FFC practices suggested the switch to direct pay due to the higher demands on
participation in MU-, ACO-based quality standards, PCMH certification, and other
requirements that were being initiated by the government during health reform. Pure
practices that participated in a membership only – set of services (FFC model) had a
number of similar attitudes toward health reform and HIT changes and provisions. The
common themes among FFC direct pay practices included: 1) growing regulatory
burdens have been a defining factor in the switch from other models to having a
membership-based, all inclusive FFC model; 2) FFC practices believe that the individual
mandate and single payer system- provisions have led to a greater demand for service that
are under an umbrella fee; and 3) FFC practices prefer the ability to self-assess the
practice, and manage patients based on individualized metrics, rather than utilize
population-based management. Some FFC practices stated fears regarding reduction in
their patient panel from the individual mandate, Medicaid expansion, and changes to
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Medicare reimbursement calculations. One example of a response from a FFC physician
that remains anxious about health care reform is as follows:
“Our physicians were, and are, concerned about how our business will be impacted by
health care reform as about 30% of our patients are uninsured and one of the main
reasons patients leave is because they have obtained health insurance and go to
providers who take their insurance. When insurance is mandated, we may lose patients
who feel they would prefer to use providers who bill insurance.”

Dr. Erin Kershishnik who owns a FFC practice suggests the following impact
from changes in Medicaid during health reform:
“So far health care reform has had very little impact on us. The exception being, when
Obamacare was first passed, the state decided in order to provide care to patients on
Medicaid, a provider must have a Medicaid provider number in order to have their
prescriptions paid for by the Medicaid program. We lost less than 1% of our patients at
that time and this policy keeps us from obtaining many new patients into our suboxone
program, however our program stays filled with patients who do not have Medicaid.”

On the other hand, the vast majority of FFC practices projected positive attitudes
and perceptions from health reform. One example include Dr. Scott Setzer, who
participates in a subscription (FFC) practice. He first began the practice with a franchisebased business model, and felt that the opportunities of the franchise were not beneficial
to him. While he allows Medicare and Medicaid patients to participate in his practice, he
doesn’t reimburse the patients of public insurance programs on his own. He found
participation in a franchise to be expensive and not producing the social or network-based
benefits, as he was able to generate the optimal number of patients that he required
without the presence of a franchise. He also felt that health reform was a motivation to
start this particular practice, after spending 14 years in a traditional office-based practice.
He feels that if government can encourage direct pay through “new, employer sponsored
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direct pay primary care plans,” there would be a win-win situation for physicians and
patients. The majority of physicians, like Dr. Scott Setzer, suggested the indirect positive
impact of health reform on direct pay. For example, Dr. Scott Setzer suggested that:
“The concerns about inadequacies of the ACA have driven patients to look to direct pay
practices as a new option, which has led to growth in the patient base at this form of
practice.”
Even though the ACA seems to have many negative connotations, some
physicians suggested that it was necessary. Regarding health reform, a physician states:
“Discussing the ACA and health reform, and implications on direct pay has become
political football. But to be honest, the system was already broken. The ACA is a
necessary step due to the urgency of the state of health care delivery in the nation. We
still have to find ways to deliver health care to patients who are uninsured or aren’t
receiving proper care.”
There has not been any major impacts on his practice from the ACA, he states.
The major impacts have been indirect- more people come to direct pay because they are
qualifying for, or can only afford high deductible plans during a time when premiums are
expected to rise and many part time employees are not being provided employer
sponsored coverage. In the past, his patients received most health care privileges from
employer sponsored plans, but now with ACA changes, more people in the system may
be encouraged to participate in a direct pay [or his concierge] style of health care. These
results suggest an important impact and policy implication on employer sponsored plan,
especially in industry jobs. These jobs must make more plans available that are offering
direct pay as an option, so that their employees feel encouraged to access a physician
regularly when they get sick, and remain healthier. Similarly, another physician, Dr.
Usher, suggested his views on health reform:
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“As I contemplated the changes from Obamacare and the health reform movement, I
knew there was going to be a no-win situation for primary care in the traditional setting.
Just to mention a few example of the problems to ensue: there would be unlimited
demand for physicals through the ACA, someone [the government, insurance companies,
and third party intermediary bodies] constantly looking over our [the physician’s]
shoulder, patients dissatisfied with the increasing costs of services and how ineffective
their deductibles were in meeting their needs for services, higher Medicare requirements
to be met by physicians, including a 5-1 criteria [all or none criteria to meet Medicare
reimbursement], and greater time spent filling out paperwork- which was not going to be
easy. The direct pay system produces a new outlook: the goal is value-based care, in
which people are willing to pay for services they want, as much as need. I was getting
negative feedback from patients and the system, and getting pressure to create a lifestyle
that was both physically and financially viable for patients. While I had only a few
patients from my past practices (less than 5%), who converted to the new retainer
practice, I was able to attract enough patients based on the values and goals I believed
in, and the business model I developed. I currently serve about 3,000 patients, and
operate primarily on my own, with assistance from only one other part-time physician.
The tradeoffs have been fairly few, even though I had to start from scratch, and I have the
ACA to thank for this [the growth and benefits to my practice].”
Other physicians suggested the tension that health reform has brought to the
practice of private pay, which has encouraged the presence of FFC medicine. FFS
practices noted participating in many of the health reform policies and standards, and also
suggested the cumbersome nature of the policies and the few redeemable benefits
present. FFS practices of a standalone nature were more likely to fear that their practices
were not operating legally, because of the requirements that had to be met for their
insurance reimbursed patients, and the additional billing, coding, and claims, as well as
meeting policy requirement of in-provider networks of care. FFS practices also suggested
that they had the ability to keep their current patients and not fear a low demand for their
business, due to the presence of many patients who were still part of the traditional
model. They also noted not having to turn away patients who needed care and were on
Medicaid, Medicare, and private insurance.
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The FFS practices feared impact on Medicaid and Medicare service
reimbursement, due to Medicaid service expansion from the ACA and changes to the way
Medicare reimbursement and the sustainable growth rate are being calculated. The
individual mandate was perceived as having potentially positive impacts on FFC
practices, by expanding demand for services. On the other hand, practices with a
combination FFC-FFS model were more likely to fear a negative impact from the
individual mandate. FFS practices feared that those patients in the traditional model of
the practice may switch to a different practice altogether, since they would now receive
many of the traditional primary care services on a free or low-cost subsidy from ACA
changes. While the panel of direct pay patients at FFS could potentially grow, there was
anxiety that the patients in the traditional model may decrease in number.
Many FFS practices were attracted to participation in the ACO model of care, but
were hampered by the investment of time, capital, and resources. Many also were less
likely to accept Medicare compared to other practices participating in the ACO, and so
their benefits would be lower from participation. FFC practices were not interested in
ACO formation or participation, because the majority did not participate in Medicare.
Some FFS practices suggested that they had interest in adopting a franchise model, and
later would accept the terms of an ACO or network-based shared cost savings program.
The larger FFS and hybrid practices that were operating franchises had created
mechanisms similar to an ACO, where they offered practices that participated a
discounted rate for producing improved quality outcomes and reduced costs. Many larger
franchise-based FFC and FFS practices also participated in the direct PCMH model of
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care, and were working with many of the regulatory bodies to gain validation and
legitimacy in the market. While they did not necessarily agree with a traditional PCMH
or ACO model of care, they were willing to create similar frameworks that would work
with the characteristics of direct pay. For example, Dr. Brian Forrest of Access
Healthcare had run a franchise in the past and now offers a network model (a business
plan, financial analysis, and consulting services) to practices who need help. The
practices that operate under his model of direct pay work together to improve quality of
care outcomes for patients, and when they meet certain metrics, are rewarded through
reduced fees for participation in the business model. This is what he has coined a “Cash
for Compliance” program, such that programs that participate receive lower rates for
services if they are able to achieve certain outcomes and meet benchmarks. He states that
“the beauty of such a system is that doctors can regulate doctors, rather than bureaucracy
regulating doctors.” He also alluded to the fact that Medicaid and Medicare services are
not far from instating subscription models based on the state of current legislation, and
that Medicaid and Medicare services on a retainer model may be run by private practices
in a network model in the near future.
Smaller and standalone FFC practices were not likely to adapt to policy changes,
especially changes that involved careful and strict measurement of new quality of care
measures. Many FFC practices preferred the autonomy to care for patients in an
individualized manner, without meeting guidelines or participating in public health
reporting standards. For example, one physician suggested the following:
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“Government sees the doctor as a population manager, but patients want to be perceived
as individuals and not a population. I am not operating as a public health official- my job
is to be a personal physician to patients. Obamacare has created a void that can be filled
by my practice and other direct pay practices- a void for personalized services that meets
the demands of patient who value and want the care they receive, compared to patients
who are just receiving care because they are mandated to do so. Obamacare has led to
two types of patients who are attracted to my practice – those who see their premiums go
up, who can’t afford Obamacare and care from the exchange, and those who want to
remain without a mandated insurance plan, but want and need health care services.
ACOs and the PCMH model of care stifle innovation; it puts the ability to innovate in
hands of government. They are no antitrusts in government and this is a problem.
Medicare is a trust! What the government doesn’t understand is that free markets will
prevail, regardless of what regulations are imposed.”

Many direct pay practices felt that benchmarks set by the government were not
individualized at the level that their patients needed. They felt that they should be in
charge of impacting the goals and metrics that their patients met, rather than the
government. Standalone, pure, FFS practice physicians had been a part of independent
practice associations that linked patients’ specific clinical metrics to savings and
reimbursement, characteristics which physicians suggested were not always in the
physicians’ control to improve. The PCMH model was a part of the goals of the IPA
structure, another reason that doctors were leaving these models of care delivery, and
starting their own direct pay practices. In recent years leading up to, during, and after
health reform, physicians of the IPAs have noticed the administrative burdens increase
based on the time required to complete insurance and performance measurement
paperwork, especially linked to PCMH and MU policies. Similar trends were noted by
physicians of IPAs that were moving toward an ACO. For this reason, physicians with
previous experience at IPAs were more likely to embark on opening direct pay practices,
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and be disinterested in an ACO or PCMH-based care model, even if they were able to
fulfill the quality-based criteria or metrics to participate.

a. Attitudes Toward HIT
The time spent on participating in these additional forms of HIT were built into
the cost of the FFC or FFS practice and was not typically billed as an additional cost to
the patient. Many practices either preferred to build their own systems, participate in free
or cloud-based EMR/EHR programs, and operate uncertified EMRs, rather than meet the
CDC and RWJF guidelines for the "basic" or "comprehensive EMR." Practices also did
not feel that traditional EMRs had a range of functions that they utilized, which produced
marginal returns on investment.
The majority of FFC practices felt that the EMR was useful for taking notes and
tracking patient histories as well as providing electronic prescriptions, but were hostile to
the idea of sharing patient data or connecting to other institutions or organizations with
the EMR or EHR. Many larger franchise-based FFC practices were willing to invest in
building their own EMR- or EHR-based system, in order to most efficiently meet the
needs of direct pay practices, which did not have similar objectives to the MU use
guidelines. Many characteristics remained similar to the PCMH model of care, although
practices either had heard of this but were choosing not to be PCMH certified, or were
disinterested in the PCMH because of the relationship to government standards of
reporting.
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A few physicians, such as Dr. Setzer, suggested that the EMR actually enhanced
communication when used correctly. With this being said, the EMR required numerous
upgrades, and even EMRs that were “free” initially required up to “10s of 1,000s of
dollars of costs” to upgrade, as stated by multiple physicians. When asked about MU, the
FFS and FFC physicians suggested that there were diminishing returns to participation,
and the financial incentives rarely made a difference for these practices, due to the high
level of time, training, and interest required to use the EMR or EHR system. The
traditional EMR/EHR in the market had few functions that were customizable or useful
to direct pay physicians. Some physicians also suggested that with lower patient panels,
the EMR was not useful, as the physician had a strong enough relationship with the
patient to not require the EMR’s basic functionalities. Many physicians stated that due to
their in-depth understanding of the patient and patient’s background, as well as frequent
access and communication with the patient that did not involve the EMR, the physician
did not require checking off the numerous clinical decision support system questions and
all the interface questions (boxes) that could not be bypassed in the EMR, regarding a
patient’ history or past medical conditions.
One FFC physician, Dr. Unger, provides his perspective on the EMR:
"We currently have a fully functioning and implemented EMR. We also received the
government incentives from MU and participate in MU policies. But from an operational
and efficiency standpoint, I do not have the time to be trained to use the EMR, nor the
incentive to use it. The EMR is not customizable to the patient, especially my patients
who have unique health needs, including diabetes management, hypertension, and more.
The EMR treats patients as robots, whereas I have the ability to give patients the
individualized care and personalized treatment they need through otherHIT, such as
mobile phone and telemedicine use. Through concierge medicine, I can provide a
different set of support services for patients, as well as a unique health care delivery
process than what the government is trying to put in place."
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Another physician of a FFS practice provides a different perspective. Dr. Usher states:
“A well-designed EMR is valuable to a direct pay physician- it forces doctors to do what
they need to and communicate back and forth with the patient, as well as pharmacies and
other parties involved in the health care transaction. We use mot essential functions of
the EMR, and are required to bill using the EMR at the practice, even without
Medicare/Medicaid-based insurance. We do not utilize or participate in MU policies
because it has no benefit to us.”
A few physicians did not participate in EMR adoption or MU policies, and follow a
traditional form of care, with an innovative care delivery process. One example is Dr.
Serbin, who does not utilize an EMR, and doesn’t participate in MU. Without insurance
reimbursement and insurance administration, the incentives and disincentives do not
apply to him. He also does not see how the PCMH model of care has suddenly become an
integral part of practicing medicine, as he believes that doctors were taught to use the
components of the PCMH all along. For this reason, he has opted out of PCMH
certification, believing that it is just another example of an inefficient and lackluster part
of health reform. He believes that the major changes to practice care delivery are mainly
in digitizing records to connect and collaborate with other practices and the patient.

Another physician, Dr. Kershishnik, utilizes the EMR but suggests how dependent the
practice can become on technology, and the weaknesses of this dependence.
“My experiences have been mostly positive [with the EMR]. I love that we use computers
for everything from patient billing to charting to internal/external communications.
However, this means we use computers for everything. When the electricity goes out or
the internet goes down, it is difficult to function. We have a website, a Facebook page,
patient can communicate via email, we utilize an EMR, our doctors have iPhones on
which they use several practice related apps and can access the EMR remotely. Even
public health reporting is conducted through the Washington State Immunization
Information System.
“We can treat our patients even if they are not in our office. We have a patient that had
experienced a strange rash while traveling in Mexico. He took a picture of it, emailed it
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to the doctor and she emailed him back the diagnosis and treatment. As a patient in a
concierge practice, you feel very cared for in a situation like that.”
On the other hand, sometimes email has a negative effect. We tell our patients not to
email us in urgent or emergent situations, but once in a while they do anyway and the
doctors don’t check their email when they are out of the office or busy with patients, then
the situation can go unattended. Overall, access to EMRs and technology in general
strengthen our [the physician’s] relationships with patients. The patient and physician
can carry on a conversation via email without a staff intermediary. They can do it on
their own time. Many of our patients feel more comfortable saying things in an email
than they would in person.”
The story of the patient who could receive expedited help and services by
emailing pictures of a symptom or condition through direct pay was told by many
physicians. Access to the physician’s personal email, phone, and the presence of various
forms of telemedicine seems to be generally a positive part of direct pay, and seen as
beneficial in improving physician’s satisfaction and the patient experience at direct pay
practices, both FFC and FFS practices alike. Yet, the point that Dr. Kershishnik makes
about how comfortable a patient feels regarding discussing a symptom, condition, or need
for a treatment, especially in a personalized or in-person relationship, may affect how
comfortable the patient is with a FFC or FFS practice. Patients who are less comfortable
with such heavy access to their doctor may prefer a fee-for-extra-service option, rather
than a membership-based (unlimited) fee option to seeing their physician.
HIPAA compliance and patient attitudes toward privacy was not an evident theme
in the interviews, though physicians felt strongly about protecting patient confidentiality
and felt that trust was the foundation between them and their patient, now that there was
no third party intermediary handling administrative or clinical transactions. Yet, it is still
difficult to measure whether direct pay practices are setting up strict electronic PHI
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agreements with patients, and complying with HIPAA privacy and security rules, given
the Omnibus Final Rule which requires all business associates to also be HIPAA
compliant. With greater access to email, personal time speaking, and/ or using
videoconferencing techniques with patients, there is greater need for encrypted data, and
ways to ensure that direct pay professionals are HIPAA compliant. If not, there is a
possibility that direct pay physicians could be involved in greater data breaches in the
future, especially as greater HIPAA compliance audits go into effect beginning in 2014.
Some private practices had switched to EMRs that were uncertified or
customizable for direct pay, so that they did not have to produce or deliver public health
reports and metrics to the government regarding their patients. The importance of trust
between physician-patient relationships was an important concept, and many physicians
suggested that it tended to be a deterrent for some patients when switching to direct pay
models, because some patients felt uncomfortable such personal communication with
patients. For example, Dr. Mark Su provided the following as examples of negative
experiences with patients:
“While I have not had a specific negative experience with any patients, here are few
examples of potential deterrents to direct pay that I hear from prospective patients: 1)
Some patients may feel uncomfortable being so directly accessible to their doctor (they
may prefer more emotional detachment – i.e., if they have an issue with something about
how the practice is run, they now are more likely to have to confront the doctor directly
instead of a 3rd party entity via the office as before); 2) some patients may feel
uncomfortable asking or expecting more of their doctor - they don't want to "bother"
him/her. While this is a foundation for why concierge/DPC patients respect their doctors
and don't "abuse" the 24/7 access, it may bother some patients enough to create internal
conflict.”
Interviews with physicians of hybrid (combination FFC/FFS) practices were
analyzed for themes. Hybrid practices operated under and participated in a number of the

198

federally mandated policies, including MU policies and the direct PCMH (D-PCMH)
model of care. For physicians of larger hybrid style practices, or network models of care,
a hybrid style of practice produced “greater opportunities for networking” and creating
internal “ACO”-type models. Interviews with hospital executives suggested that they
found benefits in running a direct pay practice alongside normal care delivery within the
hospital.
Physicians of standalone hybrid practices had to comply with federal mandates,
especially practices accepting Medicare and/or Medicaid as well as private insurance.
Based on what type of insurance was accepted, the practice had some additional
administrative paperwork and guidelines to be met. Physicians of hybrid practices
resonated similar perspective as the FFC and fee-for-extra-service physicians, regarding
the difficulties in fulfilling many guidelines of the traditional office-based practices and
IPAs. Similar attitudes regarding bureaucracy and administrative hurdles in practicing
primary care were stated by physicians with experience in community health centers,
government clinics, and in leadership positions of urgent care and retail clinics.
Physicians emphasized the hurdles faced when working on insurance claims and
paperwork in their past experiences in Independent Practice Associations. These
associations also had shown interest in participating in the ACO model of care, which
drove many of the physicians out of the IPA and into starting their own direct pay
practice. At the same time, some of the administrative hassles of an IPA or traditional
practice could also be avoided through the operation of a hybrid practice. In hybrid
models, previous, long standing patients who had been with the physicians from their
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traditional practice weren’t “turned away” from the direct pay model, but rather, the
patients had a choice between a traditional model of FFS with their insurance plan, a
membership fee-based enhanced option in conjunction with their insurance, or the
membership fee-based option by itself. The hybrid model allowed physicians to have a
larger capacity of patients and a greater choice of services for patients. The additional
choices came with what these practices suggested were “greater opportunities,” and the
ability to continue to follow government guidelines, while having a “new and innovative
product offering” for individuals who wanted it. Hybrid physicians stated that if the
practice is operated correctly, fee-for-extra-service and hybrid FFC-FFS practices have
fewer fears regarding noncompliance to state and federal guidelines compared to the FFC
practice. Since they accept insurance, many hybrid and FFS practices suggested interest
in participating on the health insurance exchange, in conjunction with wrap around plans
such as Blue Cross Blue Shield, Cigna, and others. Pure practices suggested that their
needed to be new opportunities for a number of practices of similar styles to align and
then work together with a health insurance company to produce a viable plan for the
health insurance exchange, but many smaller pure practices found it difficult to portray
their legitimacy or clout to be able to work with the insurance company separately or on
their own.
Two examples of FFS physicians include Dr. Mark Su and Dr. Steve Setzer, who
suggested some opportunities for their practice through a hybrid direct pay model of care,
during health reform. Both of them stated the same underlying reason: uncertainty breeds
opportunity. These physicians are family medicine physicians, practicing in distinct
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niches of the community that require greater care delivery. The physicians stated that
patients are unsure about the changes to their health plans and anxious about the care that
will be delivered, which is why they prefer the option of individualized, preventive care.
Other physicians of the larger network models of hybrid care suggest that health reform
has led to patients being uncertain about their insurance, especially the possibility of
higher premiums, high-deductible schemes, and barebones preventive care through the
ACA. For patients with multiple chronic conditions who need to see their physician on a
regular basis, a retainer model is an affordable and economical option, compared to the
bronze plan offered on the health insurance exchange. Patients hunt for practices that may
offer the same level or better quality of preventive care services compared to traditional
practices, but also find hybrid options to be more accessible to them, because the hybrid
practices may work with insurance reimbursement and sometimes participate in provider
networks, offering a one-stop shop.
Among the larger hybrid “network” model, Dr. Brian Forrest of Access
Healthcare serves as an expert who has his own practice and also provides consulting
experience to individuals who want to participate in a similar FFS model as his own. He
sheds light on the impact of health reform on hybrid practices that participate in a
network or franchise. He suggests that his model of hybrid direct pay practices operate
similar to an Accountable Care Organization, by linking many practices that operate
under similar business models and fee structures, and provides incentives for these
practices to produce quality of care metrics and reduce costs. For example, the host
organization providing the network business model (such as Access Healthcare) utilizes a
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third party organization (an auditor) that would suggest the ideal benchmarks and metrics
for the practices participating in the host’s network. The practices operate according to
these standards, while utilizing Access Healthcare for a practical business model with
fees and services that work for them and still meet criteria that are set by Access
Healthcare, similar, although not exactly like a franchise.
When the practices meet the benchmarks set up by third-part auditing body,
Access Healthcare or the host network practice would then reward those practices by
lowering the practices’ fee for utilizing the Access Healthcare business model. While
similar to a franchise, a network model provides greater autonomy and flexibility to the
practices, along with information, resources, a potential business plan, connections with
labs and equipment for medical devices, and other potential benefits. A traditional
franchise may produce a level of standardization that a private practice may not be able to
accommodate or may not be willing to create.
A strict franchise model has a different set of criteria than the above-mentioned
network model of care. The majority of FFC and FFS franchises of direct pay have
salaried physicians, and a structured business plan for the participating practices. The
practices had easy access to relationships, marketing, and a patient base as well as
networks for discounted rates for lab work, equipment, and other medical supplies or
medical technology resources. At the same time, the franchise tends to have a risk built
into the model, because of the moral hazard principal. The moral hazard in this situation
would occur when patients in the franchise practices over utilize the FFC membership
option, and physicians end up losing money because they have to meet with patients but
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are not billed for their time. On the other hand, a FFS (and or hybrid/combination)
practice that is working by itself or in a network, has a lower likelihood of moral hazard,
because patients are required to pay additional fees for the additional time (and meetings)
with physicians. From an economics perspective, a franchise can thrive on the FFC
model as long as the risk associated with the extremely unhealthy patients is hedged by
an equally high number of healthy patients who rarely utilize the services.
A few physicians of hospitals that participated in the hybrid direct pay model also
provided their feedback in the interviews. The hospital-based FFC service plan was likely
to be a wing of the overall hospital, which provided inherent benefits to the practice, due
to the numerous benefits of time, resources, technology, and patient referrals that take
place, which produced a buffer from any negative impacts from health reform. The
majority of hospitals offered an executive physical and additional visits at additional
costs (FFS option), but remained under the identity of the hospital. On the other hand,
the weaknesses of such a model was that it had to turn away patients who could not
afford the services, and the fee structure tended to be closer in costs to a concierge style
of practice. In recent years, models such as the concierge care practice at Tufts Medical
Center provide a scholarship to allow a few patient with need to participate in the
concierge services, but the criteria is strict, and few qualify for the scholarship. In order
to afford the costs of practicing as part of the hospital, the practice had to charge much
higher fees than DPC practices or more economical direct pay practices, and also had to
partake in all hospital administrative guidelines (meeting MU, PCMH, etc.). This did not
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eliminate the administrative hassles or third party overheads costs that smaller practices
could eliminate.
From interviews, it was evaluated that hospital concierge medicine services did
not have the advantage of relating to special communities or rural communities,
compared to smaller practices that felt responsible for culturally sensitive or
geographically disparate communities. On the other hand, the hospitals’ concierge
services were more likely to reach higher levels of EMR adoption, including participation
in the health information exchange, because of their affiliation with the hospital and
federal mandates for hospitals to use EMRs. An office manager from Tufts Medical
Center- Concierge Medicine practice stated:
“The utility of the EMR in the health information exchange can be of huge
benefit, especially in producing better coordination of care and more timely care for
patients, physicians, and the community; all records are merged within the hospital and
across geographies. There hasn’t been as much discussion regarding the weaknessesprivacy breaches, administrative hassles, etc. in comparisons to the efficiencies of time,
effort, and costs that are gained from participation on the health information exchange.”
Compared to the hospitals’ FFC or FFS practice, smaller FFC or FFS practices that were
interest in the health information exchange faced state and local barriers from
participating. For example, multiple physicians in Arizona suggested the need for
coordinated care, but due to lack of a bridged HIE in Arizona, there was no potential
solution to the care coordination problems in connecting EMRs and EHRs.
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Stories of Positive and Negative Experiences Regarding Direct Pay
Story #1
Dr. Mark Su, a family medicine physician that was participating in an IPA practice
known as Holistic Family Medicine, has decided to open his own direct pay practice after
the increasingly bothersome experiences in paperwork that health reform brought to
working at the IPA. Here are his stories about working in a direct pay practice:
“In brief, here’s a memorable, positive experience that I’ve had with direct pay. I've had
a case where an older gentleman in his 90's was losing control of his life as a result of
some decreased cognition but also generally deteriorating physical health. His daughter
and her family were housing him in their carriage house, even with 24-hr aid assistance.
He wouldn't shower for 6 weeks, nearly leading to the aids quitting. He seemed
cognitively improved from recent times, and other depression symptoms weren't obvious.
I was challenged in differentiating global depression from this defiance to showering as a
focal manifestation of internal conflict and inability to accept his life transition. But by
spending extra time with him in the office, time I wouldn't have normally had in my
traditional model practice, and establishing a stronger relationship with him, he began
opening up more over time, and when I made a subsequent house visit, he seemed to
place even more trust in me, and eventually we came to a conclusion about his condition,
with an agreed-upon treatment plan.
I haven't yet had a negative story, though I have talked with some colleagues and I am
projecting some potential scenarios: 1) some patients may feel uncomfortable being so
directly accessible to their doctor (they may prefer more emotional detachment – i.e., if
they have an issue with something about how the practice is run, they now are more
likely to have to confront the doctor directly instead of a 3rd party entity via the office as
before) 2) some patients may feel uncomfortable asking or expecting more of their doctor
- they don't want to "bother" him/her. While this is a foundation for why concierge/DPC
patients respect their doctors and don't "abuse" the 24/7 access, it may bother some
patients enough to create internal conflict.”

Story #2
Dr. Jeff Unger, a family medicine doctor with expertise in diabetes test and intensive
management care, recently opened up his practice in what he classifies as "concierge"
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medicine. He has a cap of 600 patients for the community in California. He had
intentionally moved the location of his practice to a community that would have the
resources to purchase the private medicine services, but found a different trend- a flux of
middle class patients - who were interested and signing up for his services. Rather than
just provide traditional family medicine services, Dr. Unger's practice utilizes a number
of unique educational services, hypnosis, wellness treatment sessions, and even access to
clinical trials, which blow traditional Obamacare (ACA - mandated) preventive care
services out of the water. His business model offers a flat rate annual membership fee
(currently set at $2500 annually) in exchange for these services. He does not participate
in insurance billing in the practice, though patients can choose to keep their health
insurance for receiving other specialty services unrelated to his practice. His focus for the
business model, practice, and staff has been to "produce optimal health and happiness" to
patients. He classifies his patients into three typical groups: " 1) Patients who are special
cases and require home health treatments after a hospitalization; 2) Patients with multiple
chronic conditions who need regular access to a physician and a more comprehensive
range of health services; and 3) patients who require extended physicals and annuals as
well as advanced testing and screenings."
When asked about his thoughts on the ACA, Dr. Unger suggests:
"The ACA has actually driven me into private medicine. Private medicine allows me to
better serve the needs of patients, without drowning in paperwork from insurance
companies or government regulations. In my opinion, government is designed to protect
its citizens; it has no role in health care management."
On his perspective on use of the EMR at the practice, Dr. Unger suggests:
"We currently have a fully functioning and implemented EMR. We also received the
government incentives from MU and participate in MU policies. But from an operational
and efficiency standpoint, I do not have the time to be trained to use the EMR, nor the
incentive to use it. The EMR is not customizable to the patient, especially my patients
who have unique health needs, including diabetes management, hypertension, and more.
The EMR treats patients as robots, whereas I have the ability to give patients the
individualized care and personalized treatment they need through otherHIT, such as
mobile phone and telemedicine use. Through concierge medicine, I can provide a
different set of support services for patients, as well as a unique health care delivery
process than what the government is trying to put in place."
Dr. Unger also vividly remembers a patient who needed help urgently, when Dr. Unger
was on vacation in Jamaica. Whereas a traditional patient would not receive any access to
their doctor and would have to see a retail clinic, urgent care clinic, or the hospital, the
patient received telemedicine and mobile support with their own personal doctor, even
from Jamaica, and received a necessary antibiotic within 24 hours of the call.
In this sense, concierge medicine can help and potentially save lives, while reducing trips
to the ER and hospital.
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Story #3
Dr. Usher has a fee-for-extra-service model at his practice, which is known as Reform
Medicine Practice in Wisconsin. He also utilizes his networks and relationships to
negotiate down lower rate for his patients so that they receive better deals for utilizing
additional lab equipment and on additional lab tests. He operates without insurance, and
considers himself “direct pay.” Regarding his definition of direct pay, he states:
“As I contemplated the changes from Obamacare and the health reform movement, I
knew there was going to be a no-win situation for primary care in the traditional setting.
There would be unlimited demand for phyicals through the ACA, someone looking over
your shoulder, gauging patient kept mentioning the cost of things, high Medicare
requirements, high Medicare requirements, there was a 5-1 criteria all or none to meet
Medicare reimbursement- which were not easy. Value-based care where people are
willing to pay for services they want, as much as need. I was getting negative feedback
from patients and the system, and getting pressure to promote a healthy lifestyle- both
physically and financially healthy- lifestyle for patients. He had few patients from his past
practices, only about less than 5%, who came to the new practice that currently serves
about 3,000 patients, operated primarily by him and another part time physician.”
About health reform, he states:
“Government sees doctor as population manager, but patient want to be perceived as
individuals and not a population. I am not operating as a public health official- my job is
to be a personal physician to patients. Obamacare has created a void that can be filled
by my practice and other direct pay practices- a void for personalized services that meet
the demands of patient who value and want the care they receive, compared to patients
who are just receiving care because they are mandated to do so. Obamacare has led to
two types of patients who are attracted to my practice – those who see their premiums go
up, who can’t afford Obamacare and care from the exchange, and those who want to
remain without a mandated insurance plan, but want and need health care services.
ACOs and the PCMH model of care stifle innovation; it puts the ability to innovate in
hands of government. They are no antitrusts in government and is a problem. Medicare is
a trust!”
Regarding HIT, he states:
“A well-designed EMR is valuable to a direct pay physician- it forces doctors to do what
they need to and communicate back and forth with the patient, as well as pharmacies and
other parties involved in the health care transaction. We use mot essential functions of
the EMR, and are required to bill using the EMR at the practice, even without
Medicare/Medicaid-based insurance. We do not utilize or participate in MU policies
because it has no benefit to us. “
Story #4
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Dr. Scott Serbin, a pediatrician from Pinnacle Pediatrics that services patients
throughout Pennsylvania, discussed his expertise in what he describes is a "concierge"
style of practice. He not only participates in concierge medicine services, but
also provides consulting help to other practices regarding how to set up a model of
concierge care. He has gained experience and name recognition, as one of the original
pioneers of the movement (especially for the field of pediatrics) ever since the
practices' early beginnings in 2001. He currently has about 320 patients, and conducts
strictly house calls to all patients. He suggests that the majority of patients he sees are
situated in suburban and rural Pennsylvania. Concierge practices work well in the
pediatrics field, as concierge pediatrics practices save families time, money, and anxiety,
when a child falls sick, breaks a bone, or has a medical condition, by providing support
with a short turnaround time. Traditionally, many families and their children would have
to wait hours and spend hundreds (and sometimes thousands) of dollars at the ER, urgent
care clinic, or other health care facility, when they need urgent attention and physician
expertise.
The particularly interesting component of his concierge pediatric practices is his ability to
treat children with three specific types of conditions or needs, and who would particularly
benefit from concierge care. The three sub groups that Dr. Serbin suggests would
particularly benefit from concierge care include: children on home ventilators who do not
have the option of leaving their home; 2) immunosuppressed children, whose condition
may worsen from attending a hospital (and potentially may face higher hospital
readmission rates and conditions); and 3) autistic children who do not work well
in crowded or structured settings, and would benefit from personalized help.
Regarding direct pay, Dr. Serbin suggests "there is no good definition for what we [direct
pay physicians] call ourselves. Every practice has its own unique style, dimension,
and set of services, and it's not easy to define what we're doing." One of the major
reasons he switched from his traditional office-based practice to a direct pay practice
was the pace and rush of the old practice that reduced the quality of care delivery. Now
he states that he has time to research, make calls, and deliver the best quality of care for
each patient's condition, and doing "the best job- period…!" There are fewer excuses
or time commitments of having a long line of patients to take care of back-to-back, and
reduced administrative burdens.
Dr. Serbin doesn’t utilize an EMR, and doesn’t participate in MU. Without insurance
reimbursement and insurance administration, the incentives and disincentives do not
apply to him. He also has no opinion regarding the PCMH model of care. He thinks that
this should have been the way to practice all along, and many doctors have been utilizing
these practices – the major changes are mainly trying to digitize records to connect and
collaborate with other practices and patient. He states:
“Regarding health reform- it has become a political football. The system was already
broken. The ACA is a necessary step due to the urgency of the state of health care
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delivery in the nation. We still have to find ways to deliver health care to patients who
are uninsured or aren’t receiving proper care. There has not been any major impacts on
his practice from the ACA, he states. The major impacts have been indirect- more people
are getting hit with high deductibles. In the past, they received most health care
privileges from employer sponsored plans, but now with ACA changes, more people in
the system will require a concierge style of health care.”

Story #5
Dr. Marcy Zwelling of Choice Care is a physician who served the community as an ER
specialist for six years before opening a private primary care practice in Los Alamitos in
1987. She had over 4,000 patients before switching to the concierge model.
“Honestly, my most positive "experience" is that I am a happier person.
My interactions with patients are not dramatically different. My
practice style has always been patient centered, with a lot of patient
education and I have always enjoyed pretty good, personable
relationships with my patients. Like many internists, I pride myself on
the fact that I sweat the details, follow up everything and work hard to
make sure my patients successfully navigate through the maze of health
care. The difference is that now I don't feel like I am having to choose
between being a good physician and everything else in my life. Now I can
go the extra mile to take care of my patient's health needs (whatever
those needs are that day) and I can still take my kids to school in the
morning at 8:00 am and am rarely late to relieve my after school
babysitter at 5:00 pm.
A story that I recall that illustrates this was a weekend house call. I
was out for a jog one Saturday and a patient called to tell me she had a
painful swelling of her face. Over the phone I couldn't tell what she
had and was concerned about something bad by her description. In the
past, I would have recommended she go to the ER or Urgent Care to get it
checked out. Instead, after confirming that it didn't sound immediately
life threatening. I truncated my run and went to her house and found she
had an inflamed parotid gland for which I gave her instructions and
arranged follow up in the office in a few days.
The reason that is significant is that in my prior practice, I would
have received dozens of calls on my "on call" weekend, the majority of
them coming from the patients of one of my 3 partners, so I didn't know
them and they didn't know me. Each call would progressively irritate me
more because of the perceived intrusion as I tried to have some personal
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time with my family or friends after a long week of 11-12 hour work
days. Now, I only receive occasional calls from patients, who I know
very well. I no longer perceive them as intrusive, even though I am "on
call" all the time. Now, I just want to help them figure out what's
wrong and figure out how to make it better. It is an emotionally
healthier way for me to practice medicine.”
On her negative experiences, she states:
“The worst experience of my practice was my initial transition from a
traditional practice to a retainer-style practice. It was traumatic for
me. I, like many people, had always viewed it as elitist concept and a
way to only care for wealthy patients. I am more of a populist
philosophically so I had to come to terms with my decision. I had to
learn the language of the world of concierge/retainer medicine. I
honestly had the hardest time justifying it to myself and training
myself not to feel guilty about it. 8 years later, I am still self -conscious about what I do,
but I know it was the right choice for me.
The other big negative is that I do struggle with vacations. I have to
find another physician willing to be available to my patients when I am
out of town. I have been lucky to have a few physicians who are willing
to do it (for which I pay them pretty well) but most are very reluctant
because they think it will be a lot more work than it really is. It does
make you rethink every long weekend and camping trip if you have to call
someone and ask for a favor beforehand. And I hardly ever go away over
holidays because I don't want to ask someone to cover for me.”
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Interview Findings: Overall Strengths and Weaknesses of Participating in Direct
Pay

This qualitative results chapter uses interviews with physicians to generate themes
regarding direct pay practices, and explains the positive and negative experiences of the
practices, as well as the strengths and weaknesses of participation in direct pay. Provided
next is a summary of the themes and findings from the interviews.
A number of strengths and weaknesses are present in running or participating in
the direct pay practice model, as suggested by interviews with a wide variety of direct
pay physicians operating in FFC, Fee-for-Extra-Service, and Hybrid models. The
emerging themes that were coded as strengths for direct pay physicians, included: 1)
greater time spent with patients leading to improved short and long run diagnosis and
preventive care and higher physician satisfaction; 2) less time spent on administration and
lower administration and overhead costs present at the practice; 3) the option to have
better hours and flexibility for the physicians’ own lifestyle satisfaction; 4) the ability to
see a variety of patients, regardless of insurance; and 5) the ability to reach patients that
may have barriers to care, such as those in rural areas, those who had difficulty being
mobile, and those with the need for house calls. Some of the weaknesses of being
involved in the direct pay model, suggested by direct pay physicians, included 1) local,
state, and federal legal barriers in participation; 2) building trust and communication with
patients who were not used to such direct access to the physician; 3) deriving legitimacy
through larger numbers (a larger movement) and legislative presence.
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When asked about health reform, the majority of interviewees stated positive
impacts, even if these were primarily indirect impacts, from health reform. Many
practices saw health reform as an opportunity for patients to switch or transition to direct
pay. A number of themes were found to emerge from interviews, including the presence
of bureaucracy and administration as a policy consequence from the ACA, the
implications of the ACA’s cherry picking provisions (guaranteed issue) that insurer’s
cannot choose patients based on preexisting coverage, and the need to be certified for
various standards of care including MU, PCMH, new Medicare and Medicaid quality of
care standards for reimbursement, and more.
Practices suggested that direct pay was an opportunity to opt out of meeting such
rigorous standards, and direct pay allowed physicians greater flexibility and autonomy to
create their own practical standards of care and benchmarks for their patients to achieve.
Practices differed on how they wished to opt out or how they attained these certification
states. The practices also suggested that direct pay helped them meet their desire to gain
back autonomy, which they seemed to be losing to the government in owning a private
practice.
There were also positive opportunities associated with new forms of HIT,
especially patient portals and mobile health applications. There were mixed attitudes
regarding whether the EMR was a tool to improve communication with patients, although
its constant connectivity to patients offered potential benefits for most physicians. On the
other hand, telemedicine was stated by many practices as helping patients connect with
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the doctor, especially if they lived far away and since these physicians were reachable on
a 24/7 basis.
Some of the weaknesses and potential downsides to operating the direct pay
practices included deriving legitimacy and being regarded as operating legally during
health reform, because of the many differences in state and federal mandates. It was
difficult to build patient confidence in the ethics of the practice, and ensure that patients
felt comfortable with the new style of practice, especially for pure, FFC practices. Many
practices operated with legal and consulting expertise, deciphering between the many
types of models. There was a lack of organized information in identifying the best
services and business model for the particular practice, patient base, and environmental
characteristics. Also, a lack of trust between patients and physicians was present. Some
practices stated an inability to negotiate deals with labs and equipment to lower costs on
additional fees charged to patients because they were not part of traditional provider
networks, or did not belong to a franchise or network model that collectively bargain or
negotiate agreements.
Pure, standalone FFC practices lacked the networks that hybrid FFC or FFS
practices had, because they were not utilizing in-provider networks, and did not operate
on a franchise model which would help gain access to the additional benefits of resources
and brand recognition from labs or third party medical equipment companies. The EMR
was not perceived as a direct obstacle for communication between the patient and
physicians, although the EMR was not required for the purposes of billing, claims, and
data sharing for the vast majority of pure and FFC physicians. Many pure practice
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physicians noted that the greatest weakness of the EMR was the inability to customize it
to their needs. Telemedicine was also mentioned by the majority of all (FFC and FFS)
direct pay physicians, especially for physicians serving patients with multiple chronic
conditions. The next chapter outlines the major policy recommendations that can be
generated from these themes, and policy implications for the future of direct pay care.
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CHAPTER 7: FINAL CONCLUSIONS & POLICY RECOMMENDATIONS

The conclusions and policy recommendations for the study suggest a number of
advantages that may be derived from direct pay for physicians, the government, and
patients. This includes direct advantages for physicians from reduced administrative and
regulatory challenges and also includes advantages to the community from improving
access to care for uninsured populations through innovative care delivery processes.
The conclusions section suggests how the results may affect the efficiency of care
delivery, the accountability of direct pay, and the privacy and ethical considerations for
direct pay, based on the policy attitudes and objectives, HIT use, and organizational
culture present at direct pay practices. The quantitative analysis and results suggested
how practices classify themselves, and how they vary in health reform and HIT policy
perceptions as well as organizational characteristics. The qualitative analysis elaborated
on the reasons for these policy perceptions and actions and portrayed many of the
organizational values that these practices incorporate. The mixed-methods approach has
furthered the study of retainer medicine and produced a comprehensive understanding of
why direct pay practices have grown, under what circumstances these practices are
choosing to reform, and how these practices can better equip themselves to health reform
and HIT policy changes.
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For the economy and society, this new solution may also suggest that direct pay is
a policy alternative for patients. The form of communication, the goals of direct pay care,
and the way that medicine is practiced may provide quality care at a reasonable cost,
especially for the uninsured, an important undertaking in health care and the “iron
triangle” that the U.S. hopes to achieve. The majority of direct pay physicians are not
participating in the PCMH and ACO models of care, and do not view care delivery that is
based on guidelines and metrics as a beneficial aspect of care delivery and outcomes.
This produces important accountability issues for society. By analyzing the ACA
objectives that are being met and those that are not being met, new policy guidelines can
be produced that demonstrate how to proceed to incorporate direct pay into the main
stream practice of care delivery.
Conclusion
As a brief summary of the results, it was found that there were quantitative and
qualitative themes and impacts from studying variation within direct pay medicine. The
results support the three types of theory. The population ecology theory was validated
because statistically significant differences in the ACA and health reform attitudes and
objectives seem to be present among direct pay practices, including pure, hybrid, FFC,
and FFS. The evolving types of direct pay practices suggest new pressures from health
reform and also the pressures from a demand for services that focus on lower costs,
coordinated care, frequent access to care, and quality outcomes.
The EHR adoption patterns of pure and FFC practices differed from hybrid and
FFS practices, as pure and FFC practices seemed to be early adopters and laggards of
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traditional, certified EHRs, but were not fully utilizing certified EHR functions and MU
objectives. Pure and FFC practices were also early adopters of “other” HITs, including
telemedicine, PHRs, and mobile health applications. Pure and FFC practices were not
incorporating the practice redesign necessary to adopt and implement certified EHRs;
rather, they participated in practice redesign to adopt and implement uncertified EHRs,
which did not require fulfilling MU.
The results showed that pure and FFC practices demonstrated characteristics of
the market and adhocracy culture, whereas hybrid and FFS practices represented the
hierarchy culture. Pure and FFC practices seemed to be more adaptive to the regulatory
environment and seemed to be acting homogenously through coercive isomorphism,
whereas hybrid and FFS practices were less responsive to the regulatory environment, but
still seemed to be acting fairly homogenously due to the uncertain state of the
environment, through mimetic isomorphism. These organizational cultures also further
validate the diffusion of the different HIT at these practices, because an adhocracy culture
depicts early adoption of HIT, while hierarchy culture depicts late adoption of HIT due to
more regulation and policies that may slow the speed of technology diffusion.
The quantitative results suggested that pure/hybrid and FFC/FFS practices had
differing results across policy perceptions and reactions to policies. These differences
suggest that these groups of direct pay are not interchangeable, although they are similar
and may be studied together. Most pure and FFC practices seemed receptive to health
reform, and were either indirectly, positively impacted or directly, positively impacted by
the ACA provisions.
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These differences in perception varied by whether the practice was connected to a
network or not. For example, standalone FFC and FFS practices did not view health
reform initiatives such as ACO formation or participation, PCMH certification, the health
insurance exchange, or other large-scale health reform policy initiatives to be a direct
added value to their practice. ACO formation was not useful to small, stand-alone direct
pay practices, especially pure and FFC practices, because these practices did not receive
reimbursement from participating in an ACO in a timely manner. They also had to switch
over to rigid process, objective, patient satisfaction, and structural measures on a fee-forperformance scale, which would take a heavy investment of time, capital, and resources
for smaller providers. The adhocracy organizational culture at direct pay practices does
not support such rigid policy-based objectives, which are required to redesign the practice
according to ACO or PCMH features and characteristics.
Larger franchise and network models of direct pay were more likely to participate
in an ACO or PCMH, as they had the time and resources, and more importantly, the
interest in deriving legitimacy from the government, and were willing to participate in
government policies and policy changes. These practices had a dominant hierarchy
culture, which helped support these values and the practice redesign. Some examples
included hospital concierge medicine practices, groups such as MDVIP (owned by
Proctor and Gamble), and network model practices like Access Healthcare. Many larger
networks, including Access Healthcare, suggested participation in a version of PCMH,
known as the D-PCMH model, as they utilized the many characteristics of the direct
PCMH care delivery characteristics. Many larger FFS practices and networks of direct
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pay suggested either current participation or future interest in the health insurance
exchange, as well as similar risk sharing models to the ACO model of care delivery.
Results from HIT use also presented important conclusions. HIT was utilized by
both FFC and FFS practices as well as by pure and hybrid practices, although the speed
of diffusion of the objectives, functions, and HIT policies differed. There were significant
differences revolving around EHR functionality, participation in MU policies, and use of
consumer HIT. The majority of FFC practices and pure practices found MU to produce
little to no financial or social benefit, since they did not accept insurance, particularly
Medicare and Medicaid. They also suggested that certified EHRs with MU
objectives/functions tended to impede the communication with patients and slowed their
visits. On the other hand, larger, hospital-affiliated direct pay practices noted the potential
benefits of data sharing through traditional functions of the EHR and a HIE that had a
growing presence in some states.
Comparison of EMR and EHR usage was limited by specific function to the
practice, as many direct pay practices did not utilize the EMR/EHR for electronic billing,
claims, and public health reporting. On the other hand, interviews also suggested
variation in EHR functionality by age. Younger physicians felt that the purpose of the
EMR/EHR did not hinder their progress in communicating with patients, and that the
EMR/EHR often helped with administrative functions of sending appointment reminders,
clinical note taking, and keeping the practice organized. Some of the most important
features to the practices included (and mentioned by provider Atlas MD on the Atlas MD
Blog):
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1) Access on any internet capable device with a modern browser, so that real
time sync was possible between devices (mobile phone, laptop, tablet, or other
devices).
2) Cloud-based servers for an unlimited number of patients.
3) A streamlined billing system without the use of a third party.
4) Capability to self-sufficiently operate an in-house pharmacy. Unlimited
inventory, unlimited prescriptions, unlimited dispensing.
5) Unlimited integration of faxes, phone calls, and text messages, including
automatic tracking of patient correspondence.
6) Access to a dedicated support team by e-mail and phone.
7) Free trial and consultations.
8) Embeddable patient enrollment form.
9) Access to more “free text” space for clinical notes, rather than point and click
boxes.
The majority of direct pay practices participated in telemedicine services, patientcontrolled health records and patient portals, and usage of mobile health applications. The
use of consumer HIT was more significant at pure and FFC practices. Larger models of
direct pay and those that had connections to networks or franchises were developing their
own mobile health applications as well as EHR systems, which had customizability for
their specific functions and patient base.
Organizational culture and identity played an important role in the study, as
practices were provided the OCAI questionnaire (modified from Cameron and Quinn’s
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OCAI instrument), and were also asked to discuss their definition of direct pay and how
they classify themselves during interviews. The organizational identity related to many
themes on the use of organizational identity for marketing to specific audiences,
producing greater brand recognition, and reducing the emphasis on standardization that
may be produced from utilizing a franchise model of care. From the quantitative results,
specific organizational culture dimensions and its organizational characteristics were
found in FFS and FFC practices, especially the hierarchy culture in FFS practices and the
market and adhocracy culture in FFC practices. Based on these results, policy
recommendations are provided.
The study contributes important information on the state of direct pay practices,
including an analysis of variation within the field. It is the first study to analyze
homogeneous groups of direct pay practices, based on the acceptance or rejection of
insurance, and based on whether there is a subscription-based model or not. The
significance of studying variation within direct pay after the ACA is particularly
important because the attitudes of direct pay physicians are positive toward the ACA,
suggesting that they see promise in this career choice. This evidence corroborates that of
the Physicians Foundation survey and Deloitte Center for Health Solutions survey. The
specific choices that direct pay physicians are making, including disinterest in
accountable models of care, rejection of strict metrics and PCMH guidelines, and
disfavor toward public health data sharing and HIPAA privacy and confidentiality could
have negative implications and suggests a problem of accountability, as my conclusion
demonstrates. An important issue of accountability of data capture and sharing, and the
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measurement of clinical outcomes from these findings appears, and impacts the
government, patients, other providers, and society.
Policy Impacts and Recommendations
There are important ramifications from the study, which is why there are a
number of policy recommendations that can be provided for direct pay practices and their
impact on the community. I first describe strengths and weaknesses in specific pure,
hybrid, FFC, and FFS practices, and then the overall impact of direct pay on primary
care. I then discuss challenges that direct pay poses in meeting the public policies that are
provided for the community. I also suggest possible policy recommendations for the field
of direct pay.
Direct pay practices are gaining ground across the U.S., and some of these
practices are also partially participating in traditional, insurance-based forms of care.
FFC, FFS, pure, and hybrid practices directly and indirectly impact traditional primary
care, specialty care, and government programs, especially those FFS and hybrid models
that partially accept government insurance and participate in government incentive
programs.
By surveying and interviewing direct pay practices, a number of themes were
found to exist across pure, hybrid, FFC, FFS, stand-alone, and franchise models of care.
Participating in direct pay has a number of strengths, and also a number of weaknesses,
especially in the impacts on primary care. While identity varies across direct pay forms,
there are a number of characteristics and services that are similar across direct pay
practices, especially the types of covered, non-covered, and professional services
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provided by direct pay practices. Many of the overlapping services include enhanced
annual exams, house calls, 24/7 access to physicians, and no wait time for visits.
Models across direct pay have differing strengths. FFC models save the
physician’s time and money by cutting out any insurance-based paperwork or presence,
but its weakness is creating a value add proposition. The FFC model must convince their
patients that they are providing enhanced and value added, non-covered services to new
and old patients, even those old patients who had been receiving those same services in
their traditional office setting. The FFC model requires opting out of Medicare to ensure
that practices are not double billing or out of compliance with legal requirements (also
depending on the location, as states such as Massachusetts and Ohio do not allow for
Medicare opt out). FFC may be a better option in primary care when individuals are
looking for an enhanced set of services, especially those services subsidized by the
government.
Fee for extra service is a useful model but has its own weaknesses in
implementation. FFS is also more common among specialists because they are more
likely to want to be reimbursed based on the number of hours or visits for a specific
purpose, compared with PCPs who provide a range of general services on a regular basis.
The FFS model works well for physicians that participate in Medicare, but compliance
remains problematic, especially when delivering equal quality care to both panels of
patients, those with insurance-based and retainer-based coverage. FFS practices benefit
from some of the MU policies, but are not as open minded to health reform as FFC
practices. They view many of the changes as additional criteria that must be met, which
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tends to be problematic. These practices also tend to be larger, since the traditional
patients remain at the practice. FFS direct pay practices may be a good option for the
traditional practices that are not deriving a sustainable competitive advantage in the
current market, and need to innovate or diversify to remain competitive.
Referrals between direct pay and specialists are also becoming more common, as
more direct pay physicians are approached by specialty care physicians to provide
support to the specialist, especially since specialists may not have the time or willingness
to deliver a unique, and potentially comprehensive experience for a patient. Some direct
pay physicians suggested developing their networks and reaching out to specialists to
support them within specific communities, so that they can further assist their patients in
having coordinated care delivery and access to specialty services even when the PCP is
not in a health insurance provider network.
For some patients, direct pay offers a new option that has the benefits of increased
communication, access, and lower, more transparent costs. Yet, price transparency,
although beneficial to patients, is a double-edged sword. Price transparency seems to be a
benefit for patients in direct pay, because most doctors charge a flat fee either on a
regular basis or per visit, which is clearly described or communicated before or during
the visit, rather than handled through a third party organization. On the other hand, the
average service covered under health insurance may not have an easily determined price,
which has been a great struggle for the insurance industry (and managed care) and caused
inflation of health care services. On the other hand, transparency of access and quality
measures are still lacking. Some physicians stated having to comply by their transparency
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clause in accessing patients even on long distance trips/ vacations. As patients are paying
for a 24/7 access, it is not always easy to deliver this type of care. Transparency of
quality is the most difficulty to justify and certainly not easy to measure or assess. For
this reason, the direct pay model portrays the iron triangle in health care, but currently
remains difficult in measurement of quality and access.
Direct Pay and Impacts on Primary Care
Direct pay may be useful in primary care as well as some internal medicine
specialties, including pediatrics, OB/GYN, and geriatrics, as suggested by physicians
during interviews. A majority of direct pay providers seem to be participating in primary
care, so I focus on the impact of direct pay on primary care, before discussing general
challenges for all direct pay practices. Due to the individualized care that is delivered and
frequency of access to care through direct pay, pediatrics, gynecology, and geriatrics
patients with very specific health needs and chronic conditions may benefit from
receiving constant access to care. Physicians in primary care and subspecialties of
internal medicine suggested the greatest satisfaction levels from direct pay, because they
can cater to their specific patient base: patients who require the direct pay access more so
than the traditional primary care patient (Clark, 2010). As ACA provisions impact the
Medicare reimbursement rates of some medical specialties, including nephrology,
oncology, and cardiology, these specialties may also find direct pay more efficient and
lucrative from direct reimbursements than models where managed care is part of the
reimbursement process.
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Other potential impacts of direct pay on primary care include reduced burn out
from lower patient panels. These physicians no longer need to worry about double
booking appointments. An additional advantage in increasing the overall primary care
workforce is in the incorporation of other mid-level professionals, including nurses,
midwives, and physician assistants into the model. Even if the overall supply of the
primary care workforce does not grow at a rate high enough to sustain the required
demand for primary care and internal medicine, the addition of mid-level professionals
into direct pay can greatly improve access to care for patients, with direct reimbursement
to the professionals.
Trends in meeting new population needs is specifically what drives direct pay.
There will be a growing baby boomer and elderly population that needs specialized
attention, and some direct pay models that accept Medicare may be able to support these
patients. Similarly, to aid in the workforce for home health agencies, direct pay practices
may be able to grow their practice around helping individuals in nursing homes and
elderly homes to provide greater support to these populations.
One doctor suggests how the demand for direct pay among seniors has impacted
her practice:
“There has definitely been an increase since we started offering an individualized,
suboxone treatment at the practice- we seem to be turning away about six patients a day
because we meet and sometimes supersede patient quotas. There has been a greater
increase since a new physician, Dr. Ritchie, joined the practice; she has a loyal following
from a previous practice. The biggest reason for the increase in calls is one patient who
lives in a senior housing development. She tells all of her friends, ‘you have to go see Dr.
Ritchie’ and they do.”
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Another impact from direct pay is the ability to provide cheaper alternatives to
managed care-based primary care. Affordability of primary care impacts low-income
populations that require access to care, and may not have or be able to afford insurance.
More direct pay clinics have begun providing fee waivers and fee scholarships for
their patients. These additional subsidies for populations of need will be able to
incorporate greater populations that do not have access to managed care or health
insurance, yet still require care even after the ACA.
The Robert Wood Johnson Foundation (2013) provided a study on groups of
populations that will remain uninsured, post-ACA, including: 1) undocumented
immigrants; 2) legal immigrants that do not qualify for Medicaid and cannot afford health
insurance; 3) populations that qualify for Medicaid but choose not to participate; 4)
newly unemployed and thus, uninsured patients; 5) healthy patients who choose the tax
penalty over remaining uninsured; and 6) populations belonging to specific religious
sects. Homeless populations are another group that suffer from lack of health coverage.
All of these populations that cannot afford or choose not to carry health insurance
typically drive up the health system costs with higher ER visits, high hospitalization and
re-hospitalization rates, and other non-essential health care.
Some of the economical direct pay models may be as affordable, or potentially
cheaper, than participating in the “bronze” plan on the health insurance exchange for
some patients. In conjunction with high-deductible insurance plans, some forms of direct
pay may be cheaper on an annual basis, than paying à la carte for services that are under
the deductible for high-deductible insurance plans (which typically have minimum
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deductibles of $5,000 or more). For example, if the average patient comes in for multiple
primary care visits throughout the year, each visit is not covered under health insurance
until the patient reaches their deductible, and lab tests and other supplies may cost
additional per service. This could mean a $20+ or more co pay per visit, as well as
additional fee for other tests. For this reason, multiple office visits, in sum, can cost equal
to or more than an average annual retainer on a DPC model. Concierge medicine may be
more expensive for such patients, but if the patients were to utilize the doctor on a regular
basis, and receive the enhanced services and treatments, it may make up for costs spent
on sudden hospitalizations and expensive diagnoses/treatments.
Also, participation in a shared decision making model may increase from the
direct pay model, so direct pay may be able to produce more social responsibility on the
part of the doctor and the patient. If many of these populations of need are receiving
preventive care and essential health education, wellness visits, behavioral health, and
more, these populations may be able to produce higher health literacy, new health goals,
and optimum health decisions that are reached by involvement and interest from the
provider and the patient within such populations of varied and potentially lower
socioeconomic status.
On the other hand, the downside of direct pay to low-income patients is that it
may reduce the incentives for such patients to carry health insurance at all. It also may
reduce incentives for healthier patients to carry insurance, if they have easy access to a
personal physician at a lower cost than purchase of health insurance. This may produce
an imbalance in the utilization of insurance by unhealthy patients, and utilization of direct
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pay by healthy patients, producing an even greater imbalance in the current health
system.
Another possibility is that with the passage of the ACA, some of these basic
preventive services are covered under insurance, and patients may be tempted to attend a
traditional primary care doctor for these preventive service rather than utilize a direct pay
doctor as their regular physician. Physicians did not seem to be worried about this
possibility, because most of their patients were willing to pay for the additional costs of
the “enhanced” preventive services. The physicians stated that the majority of patients
(who are not low income) were willing to pay for the value added proposition that the
enhanced services provided. Finally, patients have the advantage of utilizing their health
savings accounts on strictly medical services (professional “covered” services) that are
part of the direct pay model. Direct pay provides patients with greater options in paying
for their health care.
The next major impact that direct pay may have is the ability to reduce regional
disparities, especially for rural populations that do not have access to primary care
beyond the presence of FQHCs, or who do not qualify for free government aid at FQHCs
and CHCs. Many direct pay practices are beginning to grow in rural areas to support such
populations, and can also provide culturally sensitive care. The care delivery process may
be customized to the patient more so in a direct doctor-patient relationship than in a large
government health center, which adheres to strict regulations. The presence of direct pay
may transform the quality of care of home health, nursing, and wellness services. Such
services also require age-sensitive and population–sensitive care delivery processes and
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treatment. A direct doctor-patient relationship may reduce hospitalization rates, as
suggested by Klemes et al. (2012). Physicians discussed their willingness to provide a
range of services, including home health services, and patients were willing to pay for
this as an enhanced service. If home health services, behavioral health services, and
house calls could be extended to lower income patients, it could potentially change the
access to health care provided to lower income patients that are currently deterred from
accessing care due to transportation barriers, cost, or lack of insurance. Combined with
the telemedicine, delivery of health care to the populations in geographically disparate
areas may become easier for direct pay, more so than managed care. Because only some
states have established telemedicine parity laws, and may be reimbursed for managed
care patients that are part of telemedicine transactions, these laws pose a barrier for
managed care and hybrid or FFS practices that want to provide telemedicine to their
Medicaid, Medicare, or privately insured patients. On the other hand, for pure and FFC
direct pay, managed care would not be a barrier to provision and reimbursement for
telemedicine services.
The Direct M.D. Act, a bill that is in progress, has particularly important
implications for direct pay, at the primary care level, if the direct-pay model is
implemented at government health centers. The bill states that a retainer model can be
utilized at clinics or health centers to care for Medicare and Medicaid patients. A study
by Saultz et al. (2010) suggests benefits of direct pay at academic medical centers, where
only uninsured populations participated in a pilot study. The direct pay program pilot was
feasible, and there was demand from uninsured populations. Supporting government
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health centers with such a model may produce efficiencies in how Medicare and
Medicaid is reimbursed and may also save the government and the U.S. money through
improved access to preventive care, lower hospitalization rates, and increased access to
care for patients with new coverage from ACA Medicaid expansion.
Another growing field where direct pay could have particular policy implications
is its presence at, and potential substitute for, retail clinics, which also primarily provide
primary care. The presence of direct pay may produce considerably shorter wait times to
receive care and reduce access to care issues, although it is still unknown whether a fair
comparison between retail clinics and direct pay clinics can be made. Physicians
discussed their point of view on minute clinics and retail clinics, and suggest that their
direct pay practice provides more options and more power to the consumer because of the
patient-centered nature, rather than payer-centered nature of the practice. Minute clinics
are still payer-centered medicine and payer still has the power, meaning that patients are
still required to wait, be billed to insurance, and may or may not receive the quality of
care that they want. This may be a topic for further study, especially if direct pay is
instated with greater Physician’s Assistants and Nurse Practitioners at locations across
the U.S., which would make a fair comparison to the current state of retail clinics that
provide general primary care services through Physician’s Assistant, Nurse Practitioners,
and more.
One common suggestion by physicians was about how the government could
facilitate the growth in direct pay practices. Opportunity lies in subsidizing employer
sponsored primary care through direct pay, and providing subsidized direct pay employer
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sponsored plans for primary care, in conjunction with private insurance and potentially in
conjunction with Medicaid/Medicare at health centers and clinics. By having employers
provide their employees with prevention-based services and encouraging the use of
wellness programs, this could result in higher employee satisfaction and productivity in
the short run, and reduce the hospitalization rates / ER visits and employee turnover in
the long run. Currently, unions are already using direct pay to support employees’
primary care, and the Glacier Fishing Company utilizes DPC for its employees with labor
intense jobs, who suffer from chronic conditions (Chase, 2012).
Policy Challenges from Direct Pay
Direct pay poses some strengths and benefits to accessing primary care, especially
for individuals who cannot afford insurance or who cannot afford low- or high-deductible
insurance plans, but the benefits of direct pay pose important accountability and privacy
concerns from technology use. Improper data capture and potentially risky data sharing
may be occurring from the innovative technologies that direct pay practices utilize. Direct
pay physicians seem to be more innovative in their care delivery than managed carebased private practice physicians, but they are not complying with MU objectives, so the
data they capture is not being shared or exchanged with the government. There is also no
comparability between the data that are captured in an uncertified EHR compared to
managed care practices that use certified EHRs. The data from uncertified EHRs used by
pure and FFC practices cannot be measured and reported for big data purposes.
While many of these physicians also offer the strength of providing real time care
and direct access to their personal cell phone/email, they may not operate on a HIPAA
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compliant basis, with data that are encrypted and exchanged through direct messaging
services. This may be because they are participating in these personalized
communications with patients after hours, but there still needs to be a way to audit such
practices and ensure that HIPAA breaches are not taking place.
Other challenges from direct pay include the lack of standards and incorporation
of metric-based programs and certifications, including PCMH, ACOs, EHRs, and MU
policies. This makes it difficult to hold these practices accountable for any decreases in
efficiencies or patient outcomes. If more of these practices slowly go “off the grid” and
become “out of provider” networks, it becomes more difficult to measure their impact on
other, larger providers and society. The government needs to incentivize these providers
to go on the health insurance exchange or provide their services to government health
centers, clinics, and hospitals to ensure representation of private practices in the market
economy. These practices may present a new approach to traditional private practice if
new policies and legislation reinforces the legality and inclusion of these practices in the
health services market.
Measures to share data with direct pay practices will also require seamless data
sharing with EHRs that offer service advantages to direct pay, and comply with
government public health reporting standards. There is a need for greater efforts by the
government to encourage participation of direct pay practices in MU, and for complying
with EHR certification standards. Purchase or upgrades to basic and certified EHRs that
meet MU Stage 1 and Stage 2 will become important to measure the impact of direct pay
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practices in larger data-sharing networks, such as the state and national health
information exchange.
As this study suggests, producing or modifying MU policies that benefit direct
pay practices may incentivize more direct pay practices to participate in data sharing, and
may also impact the presence of EHRs at government health centers, if these centers
adopt a retainer medicine model of care. In the long run, having accountable and
comparable standards of data and outcomes of direct pay with the managed care
population will become particularly important to establish whether direct pay is
producing benefits for patients. This is especially important because direct pay cares for
populations with chronic needs, and “special” populations, for whom the government will
want to evaluate outcomes and compare the outcomes to the managed care populations of
similar demographic and clinical conditions. It is essential that direct pay suggests gains
in satisfactions as well as outcomes for high-risk patients in order to suggest that the
model generates value for the provider as well as the patients in the community. Big data
are becoming increasingly important for measuring value, outcomes, and quality in health
care, and direct pay practices currently cannot be measured for their impact through big
data. This poses an important and highly problematic angle from direct pay medicine.
Limitations of the Study
The research has potential limitations, due to the lack of clear estimates on the
current, transitioning, and interested population of direct pay physicians in such business
models. There may be non-response bias in such results due to the lack of data on the
number of estimated physicians who are not participating or choose not to participate in
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the research study, as well as physicians who choose to remain a hidden population that is
not clearly visible to any research- or population-based metric tests. As with studies on
attitudes and perceptions, the primary source of the data is the respondent (in this case,
the physician or office manager), and how they recall their practice model delivery
process, as well as their attitude toward the changing health system. This produces
potential bias because of the cross-sectional nature of the data, and the Neyman bias from
self-reported data.
Dillman (2000) suggests strategies to reduce non-response bias through the
Tailored Design Method, which attempts to maximize the quality and quantity of the
responses by using a highly individualized approach to internet surveys for specific
populations. Many of these strategies, and others by Solomon (2001) and Rogelberg and
Stanton (2007) are also used. Some of these strategies include: writing personalized emails, publicizing the survey through the populations’ membership
community/coalitions/organizations and/or stakeholders in the community, providing
incentives, managing survey length and content, providing follow-up reminders, simple
survey formats, and pilot studies to test the feasibility of the survey. Passive non-response
analysis methods, meaning placement of questions that suggest level of workload or other
non-related factors, were used to suggest low to moderate non-response bias in the study,
listed in the appendix in A28 (Werner, Praxedes, and Kim, 2007).
No secondary data were publically available, nor was longitudinal data, so the
study incorporated only cross-sectional data. Cross-sectional, self-reported data have
potential limitations (Lavrakas, 2008). Cross-sectional studies have difficulty in
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establishing causality. While two variables may be measured at the same cross-section, or
period of time, there may be other confounding factors that prevent a direct causal
relationship between the variables. Additionally, correlated variables may also impact the
relationship but may be left out of the tests because of the cross-sectional nature of the
data. Another important problem is in self-reported data, namely in questionnaires and
interviews. The bias in self-reported data is known as prevalence-incidence bias, or the
Neyman bias. The Neyman bias suggests that even if surveys that are complete and
contain content, face, and construct validity, respondents answering may not remember
the data they suggest with perfect accuracy. This leads to certain variables that may
portray a magnified effect compared to other variables, producing what may be
inaccurate cross-sectional data analysis.
Another important bias that may be present is sample representation. I
incorporated important variables, including the zip code around the practices, and a fair
number of demographic variables, but there were no prior studies available that represent
the exact population of direct pay practices, especially the percentage of pure, hybrid,
FFC, and FFS practices in the population. Because of the hidden nature of the population,
I could not weight any variables so that they were proportionate to the population. I did
find that the average patient panel and the average payer mix were consistent with
findings by Alexander et al. (2005). There is also a demand-based factor that may be
impacting the study because a number of demand variables, such as attitudes toward
health reform on the practice, which is impacted by new demand for services, and other
similar variables which may be driving the study’s conclusions.
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Efforts were made to reach the largest possible sample of the hidden population.
There is also a number of different terms being used to describe such practices, and
terminology remains a matter of confusion and misinterpretation. My study defines how
these practices are classified, but for physicians who have been guided otherwise, there is
the chance that the physicians may misinterpret the questions on self-classification. Many
physicians also choose to represent a certain model, although their actual fee structure
and services do not fully represent the industry-known characteristics of that model. Such
limitations are inherent in the current population and are difficult to reduce through any
research-based methods. Overall, this study is a first contribution in the field in better
understanding perceptions of direct pay physicians, and their interest in the different
models of direct pay. The research does not speak to the potential impacts on non-health
care related fields and subjects, although there are potential policy implications from the
choice of direct pay physicians to participate in direct pay. The study may add value to
the present information on the subject for health care professionals, new medical
students, the academic community, and has direct and indirect implications for society at
large.
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Appendix
Table A1: Summary Descriptive Statistics of the Practices
Variable
Zipcode
Physician's (Respondent's) Age
Physican's (Respondent's)
Degree
Years of Experience in Direct
Pay Medicine
Number of Private Practices
Owned
Primary care or Specialty care
Number of Physicians in the
Practice
Staff Members (0 to 2)
Staff Members (3 to 4)
Staff Members (5 to 7)
Staff Members (8 to 10)
Staff Members (10+)
Percent Medicaid Insurance
Percent Medicare Insurance
Accepted
Percent Private Insurance
Accepted
Percent Charity care
Membership Fees per patient
Average of Additional Fees per
Patient
Years of Experience Overall
Payment Model (FFC, Fee for
Extra Service,
Combination/Hybrid)
Payment Model (FFC,
Combination/Hybrid)
Number of Patients in Most
Recent Year
Trends in Patients in Most
Recent Year
Ownership Status
Pure or Hybrid Status of
Practice (Self-defined)

Obs Mean
Std. Dev.
Min
51 46801.75 32693.92
58 46.77586 10.93849

0
30

Max
98052
70

59 0.779661

0.418033

0

1

58 5.318966

4.151409

0

13

51 0.960784
57 0.736842

1.14823
0.444262

0
0

5
1

58
70
70
70
70
70
69

1.775862
0.257143
0.314286
0.257143
0.128571
0.042857
.0969565

1.170442
0.440215
0.467583
0.440215
0.337142
0.203997
.1658162

1
0
0
0
0
0
0

5
1
1
1
1
1
1

69 .1691304

.2048295

0

0.8

68 .2285294
67 .0819403
70 3.042857

.2758827
.1197123
1.122054

0
0
1

1
0.5
5

70 1.971429
54 16.83333

1.08976
11.46405

1
0

5
44

66 1.636364

0.796847

1

3

66 0.560606

0.500117

0

1

55 641.6545

1191.496

0

7000

44 0.954546
65 1.507692

0.210707
0.709821

0
1

1
3

50

0.431419

0

1

0.76
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Pure concierge classification
Pure DPC classification
Hybrid DPC classification
Hybrid Concierge Classification
Affiliated to or part of a
Franchise
Affiliated to or part of a
coalition
Standalone Organization
Practice-based network model
Affiliation to a hospital or
hospital association
Health Reform Attitudes
Patient-Centered Care
(Characteristic 1 of all PCMH
criteria)
Comprehensive Care
(Characteristic 2 of all PCMH
criteria)
Coordinated Care
(Characteristic 3 of All PCMH
Criteria)
Frequent Access to Care
(Characteristic 4 of all PCMH
criteria)
Systems-based care
(Characteristic 5 of all PCMH
criteria)
Practice has all PCMH criteria
Individual Mandate
(perception of impact on
business)
Medicaid expansion
(perception of impact on
business)
Community Rating provision
(perception of impact on
business)
Government regulation
(general perception)
Government regulation
attitudes (perception of
impact on business)
Presence of information

50
50
50
50

0.5
0.26
0.08
0.16

0.505076
0.443088
0.274048
0.370328

0
0
0
0

1
1
1
1

56 0.232143

0.426021

0

1

56 0.178571
56
0.5
56 0.071429

0.386459
0.504525
0.25987

0
0
0

1
1
1

58 0.327586

0.473432

0

1

52 1.206897 0.6144066

1

3

42 1.586207 0.8990147

1

3

44 1.534483 0.8627886

1

3

47 1.396552 0.7933862

1

3

50 1.327586 0.7105207
44 1.551724 0.8619117

1
1

3
3

39 0.794872

0.409074

0

1

37 0.837838

0.373684

0

1

33 0.787879

0.415149

0

1

50

0.24

0.431419

0

1

55 0.309091
29 0.758621

0.466378
0.435494

0
0

1
1
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sharing on the Health
Information Exchange
(participation and impact)
Health Information
Portability and Accountability
Act (perception of impact on
business)
Attitudes Toward Health
Reform Overall
Practices' Certification as a
PCMH
Whether practice is in
transition to PCMH
Practices' Plans to Join an
Accountable Care
Organization (ACO)
Attitude Toward ACOs
Practices' Plans to Participate
on the Health Insurance
Exchange
HIT Use & Attitudinal
Variables
Electronic Medical Record
(EMR) or Electronic Health
Record (EHR) present
HITECH Act Attitudes
(perception of impact on
business)
Presence of Telemedicine
Presence of PatientControlled Health Records
(PHRs)
Mobile Health Applications &
Tools
Presence of all "Other" HIT
EMR or EHR Characteristics
Use EMRs for decision
making
Use EMRs for electronic
claims
Use EMRs for E-prescribing
Use EMRs for Public Health
Reporting
Use EMRs for all 4 functions

39 0.461539

0.505035

0

1

40

0.75

0.438529

0

1

58 0.482759

0.504067

0

1

58 0.275862

0.450851

0

1

58 0.224138
18 0.611111

0.420655
0.501631

0
0

1
1

58 0.448276

0.501661

0

1

64

0.90625

0.293785

0

1

43 0.651163
63 0.285714

0.482243
0.455383

0
0

1
1

63 0.222222

0.419079

0

1

63 0.111111
63 0.380952

0.316794
0.489522

0
0

1
1

70 0.457143

0.501757

0

1

70 0.442857
70 0.614286

0.500311
0.490278

0
0

1
1

70 0.171429
65 0.769231

0.379604
0.424604

0
0

1
1
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Primary use of the EMR
Greatest Problems
Experienced with the EMR
Importance of
Interoperability to the
practice
MU Policies
Currently Utilizing MU
Policies
Primary Reason for Not
moving toward MU
Comfort with Government
Public Health Reporting
Organizational Culture
Importance of Branding to
the Organization
Importance of Organizational
Identity
Importance of Marketing to
the Practice

61 1.704918

0.823494

1

4

55 1.890909

1.012381

1

4

55 0.781818

0.416818

0

1

64 2.078125

0.913821

1

4

66 2.727273

1.116939

1

4

47 0.468085

0.504375

0

1

56 0.839286

0.370591

0

1

56 0.696429

0.463961

0

1

58 0.724138

0.450851

0

1

Statistical Significance Key for Appendix:
*p<0.10;**p<0.05; ***p<0.00

Table A2: Goodness of Fit for Pure/Hybrid Practice & Impact on Health Reform Attitudes
Log-Lik Intercept
Only:
D(23):
McFadden's R2:
ML (Cox-Snell) R2:
Count R2:
AIC:
BIC:
BIC used by Stata:

-50.769 Log-Lik Full Model:
70.727 LR(15):
Prob > LR:
0.303 McFadden's Adj R2:
0.528 Cragg-Uhler(Nagelkerke)
0.732 Adj Count R2:
2.603 AIC*n:
-14.685 BIC':
137.572 AIC used by Stata:
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-35.364
30.81
0.009
-0.051
0.577
0.5
106.727
24.894
106.727

Table A3: Alternative Model Based on Payment Model at Practice & Impact on Health Reform
Attitudes
LR chi 2(15)
Log Likelihood
Prob>chi2
Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

30.89
-44.4918
0.0091
0.2577
130.3561
158.7334
124.9837
158.6653

Negative Attitudes Toward Health Reform
FFC
Physician's Age
Degree
Private Insurance
Years of Experience in Retainer Medicine

Perceiving No Effect of Health Reform on Business
FFC
Physician's Age
Degree
Private Insurance
Years of Experience in Retainer Medicine

Uncertain on the Effect of Health Reform on Business
FFC
Physician's Age
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Relative Risk Ratio
(Standard Error)
0.05**
(0.07)
1.14**
(0.08)
0.94
(1.41)
4.82
(10.91)
1.41**
(0.23)
Relative Risk
Ratio
(Standard Error)
0.32
(0.43)
1.21***
(0.08)
0.96
(1.50)
0.35
(0.85)
1.32**
(0.17)
Relative Risk
Ratio
(Standard Error)
0.38
(0.37)
1.14***

(0.06)
0.86
(1.02)
2.76
(4.56)
1.15
(0.13)

Degree
Private Insurance
Years of Experience in Retainer Medicine

Table A4: Goodness-of-Fit Test: Attitude Toward Health Reform Based on Payment Model
Goodness-of-Fit Test: Attitude Toward Health Reform Based on Payment
Model
Log-Lik Intercept Only:
-59.938 Log-Lik Full Model:
-44.492
D(30):
88.984 LR(15):
30.893
Prob > LR:
0.009
McFadden's R2:
0.258 McFadden's Adj R2:
-0.043
ML (Cox-Snell) R2:
Count R2:
AIC:
BIC:
BIC used by Stata:

0.475
0.667
2.604
-27.152
158.665

Cragg-Uhler(Nagelkerke)
Adj Count R2:
AIC*n:
BIC':
AIC used by Stata:

0.517
0.36
124.984
27.175
124.984

Table A5: Goodness-of-Fit Test for PCMH Characteristic: Coordinated Care
Log-Lik Intercept
Only:
D(32):
McFadden's R2:
ML (Cox-Snell) R2:
Count R2:
AIC:
BIC:
BIC used by Stata:

-28.021 Log-Lik Full Model:
41.042 LR(10):
Prob > LR:
0.268 McFadden's Adj R2:
Cragg0.289 Uhler(Nagelkerke)
0.841 Adj Count R2:
1.478 AIC*n:
-80.052 BIC':
86.452 AIC used by Stata:
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-20.521
15
0.132
-0.161
0.401
0.222
65.042
22.842
65.042

Table A6: ACO Participation: Sensitivity & Specificity Analysis
Sensitivity
Specificity
Positive predictive value
Negative predictive value
False + rate for true ~D
False - rate for true D
False + rate for classified
False - rate for classified
Correctly classified

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)
Pr( +~D)
Pr( - D)
Pr(~D +)
Pr( D -)

60.00%
96.97%
75.00%
94.12%
3.03%
40.00%
25.00%
5.88%
92.11%

Table A7: Goodness-of-Fit Test: ACO Participation
Log-Lik Intercept Only:
D(32):
McFadden's R2:
ML (Cox-Snell) R2:
McKelvey & Zavoina's
R2:
Variance of y*:
Count R2:
AIC:
BIC:
BIC used by Stata:

-14.796 Log-Lik Full Model:
13.931 LR(5):
Prob > LR:
0.529 McFadden's Adj R2:
Cragg-Uhler(Nagelkerke)
0.338 R2

-6.966
15.661
0.008
0.124

0.8
16.43
0.921
0.682
102.471
35.757

Efron's R2:
Variance of error:
Adj Count R2:
AIC*n:

0.469
3.29
0.4
25.931

BIC':
AIC used by Stata:

2.527
25.931

Table A8: Sensitivity & Specificity Analysis: HIPAA
Sensitivity
Specificity
Positive predictive value
Negative predictive value
False + rate for true ~D
False - rate for true D
False + rate for
classified

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)
Pr( +~D)
Pr( - D)

90.91%
83.33%
83.33%
90.91%
16.67%
9.09%

Pr(~D +)

16.67%
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0.624

False - rate for
classified
Correctly classified

Pr( D -)

9.09%
86.96%

Table A9: Goodness-of-Fit Test: Attitudes Toward HIPAA
Goodness-of-Fit Test: Attitudes Toward HIPAA
Log-Lik Intercept Only:
15.921 Log-Lik Full Model:
D(17):
13.534 LR(5):
Prob > LR:
McFadden's R2:
0.575 McFadden's Adj R2:
ML (Cox-Snell) R2:
0.549 Cragg-Uhler(Nagelkerke)
McKelvey & Zavoina's R2:
0.853 Efron's R2:
Variance of y*:
22.431 Variance of error:
Count R2:
0.87 Adj Count R2:
AIC:
1.11 AIC*n:
BIC:
39.769 BIC':
BIC used by Stata:
32.347 AIC used by Stata:

-6.767
18.307
0.003
0.198
0.732
0.648
3.29
0.727
25.534
-2.629
25.534

Table A10: Sensitivity & Specificity Analysis – Utilizing EMRs for Decision Making
Sensitivity
Specificity
Positive predictive value
Negative predictive value
False + rate for true ~D
False - rate for true D
False + rate for classified
False - rate for classified
Correctly classified

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)
Pr( +~D)
Pr( - D)
Pr(~D +)
Pr( D -)

68.75%
85.00%
78.57%
77.27%
15.00%
31.25%
21.43%
22.73%
77.78%

Table A11: Goodness-of-Fit Test: Utilizing EMRs for Decision Making
Log-Lik Intercept Only:
D(27):
McFadden's R2:
ML (Cox-Snell) R2:

-24.731 Log-Lik Full Model:
34.11 LR(8):
Prob > LR:
0.31 McFadden's Adj R2:
0.347 Cragg-Uhler(Nagelkerke) R2:
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-17.055
15.351
0.053
-0.054
0.465

McKelvey & Zavoina's R2:
Variance of y*:
Count R2:
AIC:
BIC:
BIC used by Stata:

0.672
10.017
0.778
1.448
-62.645
66.362

Efron's R2:
Variance of error:
Adj Count R2:
AIC*n:
BIC':
AIC used by Stata:

0.362
3.29
0.5
52.11
13.317
52.11

Table A12: Sensitivity & Specificity Analysis – Utilizing EMRs for E-Claims
EMRs for E-Claims
Sensitivity
Specificity
Positive predictive value
Negative predictive value
False + rate for true ~D
False - rate for true D
False + rate for classified
False - rate for classified
Correctly classified

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)
Pr( +~D)
Pr( - D)
Pr(~D +)
Pr( D -)

68.75%
91.67%
84.62%
81.48%
8.33%
31.25%
15.38%
18.52%
82.50%

Table A13: Goodness-of-Fit Test: EMRs for E-Claims
Goodness-of-Fit Test: EMRs for e-Claims
Log-Lik Intercept Only:
-19.952 Log-Lik Full Model:
D(24):
21.275 LR(10):
Prob > LR:
McFadden's R2:
0.467 McFadden's Adj R2:
ML (Cox-Snell) R2:
0.413 Cragg-Uhler(Nagelkerke)
McKelvey & Zavoina's R2:
0.829 Efron's R2:
Variance of y*:
19.271 Variance of error:
Count R2:
0.857 Adj Count R2:
AIC:
1.236 AIC*n:
BIC:
-64.053 BIC':
BIC used by Stata:
60.384 AIC used by Stata:

-10.638
18.628
0.045
-0.084
0.607
0.512
3.29
0.444
43.275
16.925
43.275

Table A14: Alternative Model: FFC & Impact on EMR Utilization for E-Claims
LR chi2(6)
Prob>chi2
Log likelihood

14.82
0.0217
-22.8936
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Pseudo R2

0.2445

AIC
59.78724
BIC
72.58773
*AIC and BIC are higher, which is why the Pure/Hybrid Model was utilized for the best fit of the
data

Alternative Model: FFC Payment
FFC Payment Model at Practice
Primary Care
Number of Patients at Practice
Physician's Age
Ownership Status
Years of Experience at Practice

Odds Ratio
(Standard Error)
0.12**
(0.10)
0.56
(0.51)
1.00
(0.01)
1.01
(0.04)
1.79
(0.95)
1.21*
(0.12)

Table A15: EMRS for e-Public Health Reporting Sensitivity & Specificity Analysis
Sensitivity
Specificity
Positive predictive value
Negative predictive value

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)

25.00%
96.88%
66.67%
83.78%

False + rate for true ~D
False - rate for true D
False + rate for classified
False - rate for classified
Correctly classified

Pr( +~D)
Pr( - D)
Pr(~D +)
Pr( D -)

3.13%
75.00%
33.33%
16.22%
82.50%

Table A16: Goodness-of-Fit Test: E-Public Health Reporting
Log-Lik Intercept Only:
D(24):
McFadden's R2:
ML (Cox-Snell) R2:

-20.016 Log-Lik Full Model:
32.674 LR(9):
Prob > LR:
0.184 McFadden's Adj R2:
Cragg0.168 Uhler(Nagelkerke)
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-16.337
7.358
0.499
-0.266
0.266

McKelvey & Zavoina's R2:
Variance of y*:
Count R2:
AIC:
BIC:
BIC used by Stata:

0.385
5.348
0.825
1.267
-81.681
65.874

Efron's R2:
Variance of error:
Adj Count R2:
AIC*n:
BIC':
AIC used by Stata:

0.148
3.29
0.125
50.67
22.15
50.67

Table A17: Alternative Model to measure Utility of EMR for Public Health Reporting
LR chi2(8)
Prob>chi2
Log likelihood
Pseudo R2
AIC
BIC
AIC Intercept Only
BIC Intercept Only

5.3
0.7254
-14.8653
0.1512
47.73069
61.72883
54.08421
67.79278

Odds Ratio
(Standard Error)
0.10*
(0.13)
3.13
(5.41)
1.00
(0.01)
0.93
(0.05)
0.50
(0.42)
0.84
(0.40)
0.26
(0.46)
1.08
(0.17)

EMRs/EHRs for Public Health Reporting
Pure Practice
Primary Care
Number of Patients in Practice
Physician's Age
Ownership Status
Number of Practices Owned
Total Staff (Between 5 and 7)
Years of Experience in Retainer Medicine
Note: This model had low sensitivity.
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Table A18: Goodness of Fit: MU Policy Participation
Log-Lik Intercept Only:
D(21):

-36 Log-Lik Full Model:
33.209 LR(12):
Prob > LR:
0.539 McFadden's Adj R2:
0.67 Cragg-Uhler(Nagelkerke) R2
0.771 Adj Count R2:
1.749 AIC*n:
-41.453 BIC':
82.984 AIC used by Stata:

McFadden's R2:
ML (Cox-Snell) R2:
Count R2:
AIC:
BIC:
BIC used by Stata:

-16.604
38.791
0
0.15
0.768
0.529
61.209
3.873
61.209

Table A19: Telemedicine Sensitivity & Specificity Analysis
Sensitivity
Specificity
Positive predictive value
Negative predictive value

Pr( + D)
Pr( -~D)
Pr( D +)
Pr(~D -)

66.67%
85.00%
66.67%
85.00%

False + rate for true ~D
False - rate for true D
False + rate for
classified
False - rate for
classified
Correctly classified

Pr( +~D)
Pr( - D)

15.00%
33.33%

Pr(~D +)

33.33%

Pr( D -)

15.00%
79.31%

Table A20: Goodness-of-Fit Test: Utility of All HIT Applications Versus Specific Application
Log-Lik Intercept
Only:
D(10):
McFadden's R2:
ML (Cox-Snell) R2:
Count R2:
AIC:

-37.64 Log-Lik Full Model:
54.555 LR(18):
Prob > LR:
0.275 McFadden's Adj R2:
Cragg-Uhler(Nagelkerke)
0.488 R2:
0.645 Adj Count R2:
3.115 AIC*n:
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-27.278
20.724
0.294
-0.283
0.535
0.353
96.555

BIC:
BIC used by Stata:

20.216 BIC':
126.669 AIC used by Stata:

Table A21: Hosmer–Lemeshow Goodness-of-Fit Tests
ACO Participation
Pearson chi2(26)
Prob > chi2

11.46
0.9938

ACO & Franchises
Pearson chi2(32)
Prob > chi2

18.06
0.9774

Attitudes Toward HIPAA
Pearson chi2(15)
19.24
Prob > chi2
0.2031
EMR Use for e-Claims
Pearson chi2(33)
Prob > chi2

33.71
0.4327

EMR Use for e-prescribing
Pearson chi2(24)
30.53
Prob > chi2
0.1677
EMR Use for e-public Health
Reporting
Pearson chi2(24)
27.5
Prob > chi2
0.2817
Telemedicine
Pearson chi2(21)
Prob > chi2

28.53
0.1258
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41.087
96.555

Table A22: Variance Inflation Factor Calculation Tables: Hypothesis 1 & 2 (Health Reform & HIT
Variables)
Health Reform
Variable
Private Insurance
Pure or Hybrid
Degree
Physician's Age
Years of Experience
Mean VIF
PCMH Characteristic #3: Coordinated Care
Variable
Franchise
FFC
Years of Experience in Retainer Medicine
Physician's Age
Degree
Mean VIF
Practice Is Part of an ACO
Variable
Pure or Hybrid
Franchise
Physician's Age
Years of Experience
Degree
Mean VIF
Attitudes Toward HIPAA
Variable
Primary Care
Years of Experience in Retainer Medicine
Physician's Age
Pure Or Hybrid Status
Ownership Status

VIF
1.59
1.5
1.37
1.12
1.06
1.33

VIF
1.45
1.4
1.12
1.1
1.07
1.23

VIF
1.98
1.85
1.26
1.25
1.06
1.48

VIF
1.62
1.41
1.18
1.13
1.1
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1/VIF
0.628111
0.66699
0.732116
0.889989
0.944047

1/VIF
0.691563
0.715487
0.889708
0.908522
0.936679

1/VIF
0.504818
0.541669
0.794281
0.797359
0.946051

1/VIF
0.619052
0.707986
0.850016
0.885309
0.910774

Mean VIF
Using EMRs for E-Claims
Variable
Primary Care
Years of Experience in Retainer Medicine
Physician's Age
Ownership Status
Pure Or Hybrid Status
Number of Patients in Practice
Mean VIF
Using EMRs for E-Public Health Reporting
Variable
Total Number of Staff
Degree
FFC
Primary Care
Ownership Status
Number of Practices Owned
Number of Patients in Practice
Years of Experience in Retainer Medicine
Physician's Age
Mean VIF
Using EMRs for Decision Making
Variable
Total Number of Staff
Franchise
FFC
Number of Practices Owned
Ownership Status
Physician's Age
Number of Patients in Practice
Years of Experience in Retainer Medicine
Mean VIF

1.29

VIF
1.59
1.39
1.16
1.16
1.1
1.1
1.25

VIF
1.82
1.82
1.65
1.63
1.6
1.44
1.36
1.25
1.13
1.52

VIF
3.13
2.34
1.85
1.83
1.65
1.33
1.3
1.26
1.84
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1/VIF
0.627412
0.720207
0.861161
0.862522
0.91024
0.911116

1/VIF
0.548524
0.55018
0.605934
0.614179
0.623558
0.692295
0.733693
0.801582
0.882116

1/VIF
0.319493
0.427024
0.540758
0.546731
0.605676
0.74936
0.768606
0.791814

Meaningful Use
Variable
Medicaid Insurance
Primary Care
FFC
Physician's Age
Number of Practices Owned
Ownership Status
Mean VIF

VIF
2.7
1.83
1.78
1.26
1.17
1.08
1.64

1/VIF
0.370155
0.547884
0.562968
0.794834
0.855314
0.925831

Reason for Not Participating in MU (By Pure or Hybrid Status)
Variable
VIF
1/VIF
Number of Physicians in Practice
2.07 0.482374
Physician's Age
1.55 0.645191
Primary Care
1.36 0.733009
Ownership Status
1.19 0.837877
Pure or Hybrid Status
1.17 0.854738
Mean VIF
1.47
Reason for Not Participating in MU (By Payment Model)
Variable
VIF
Number of Physicians in Practice
2.2
Primary Care
1.54
Charity Care
1.48
Physician's Age
1.42
Ownership Status
1.37
FFC
1.14
Mean VIF
1.52
Telemedicine Presence
Variable
Affiliation to Hospital or Hospital Association
Ownership Status
Degree
Pure or Hybrid Status
Primary Care
Number of Practices Owned
Physician's Age

VIF
2.07
1.83
1.69
1.65
1.59
1.3
1.29
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1/VIF
0.455543
0.650479
0.674071
0.70647
0.728887
0.878321

1/VIF
0.48207
0.545126
0.592932
0.60546
0.628738
0.771294
0.777851

Mean VIF

1.63

Use of Mobile Health, Telemedicine, PHRs or All of the Above
Variable
VIF
1/VIF
Degree
1.47 0.681687
Pure or Hybrid Status
1.45 0.690516
Ownership Status
1.43 0.699408
Primary Care
1.2 0.832186
Number of Practices Owned
1.19 0.839251
Physician's Age
1.15 0.866133
Mean VIF
1.32

Table A23: Variance Inflation Factor Calculation Tables: Hypothesis 3 (Organizational Culture)
Rules & Formal Policies Across FFC vs. FFS Practices
Variable
VIF 1/VIF
Efficiency, control, stability are emphasized
5.74 0.174154
Formal, controlled, structured environment
Organized, smooth running, efficient processes
Conformity, predictability, stability in
relationships
Success is defined based on efficiency
FFC Payment Model
Mean VIF

4.49

0.222811

3.8

0.262947

2.03
1.92
1.33
3.22

0.492509
0.521633
0.754571

Rules & Formal Policies Across Pure vs. Hybrid Practices
Variable
VIF
1/VIF
Efficiency, control, stability are emphasized
8.54 0.117161
Organized, smooth running, efficient processes

7.01

0.14257

Formal, controlled, structured environment
Success is defined based on efficiency
Conformity, predictability, stability in
relationships
Pure or Hybrid Practice
Mean VIF

4.24
1.99

0.235787
0.501619

1.85
1.06
4.12

0.541111
0.939731
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Efficiency, Control, Stability Emphasis Across FFC vs. FFS
Variable
VIF 1/VIF
Rules & Formal Policy Participation Emphasized 8.21 0.121791
Formal, controlled, structured environment

7.46 0.134073

Organized, smooth running, efficient processes
Conformity, predictability, stability in
relationships
Success is defined based on efficiency
FFC or Fee for Practice
Mean VIF

3.27 0.305561
2.17 0.460467
2.1 0.475168
1.3 0.771949
4.09

Competitiveness & Achievement Focused Across FFC vs. FFS
Variable
VIF
1/VIF
Emphasis on Competitive Action
6.17
0.162058
Emphasis on achievement and goal
setting keeps the org. together
5.72
0.17474
Competitive market leadership is the
most important
5.43
0.184054
Results Oriented Environment
2.51
0.39811
Nonaggressive, result-oriented
environment
1.82
0.54954
FFC Payment Model
1.1
0.908328
Mean VIF
3.79

Dynamic, Entrepreneurial Environment Across FFC vs. FFS
Variable
VIF
1/VIF
Trying New Things and New Opportunities

7.43

0.134527

Product Leader or Innovator

6.02

0.165997

Innovation/development/cutting edge keeps the org.
together

5.65

0.177076

Entrepreneurship and innovation/risk taking present
FFC Payment Model
Mean VIF

5.09
1.01
5.04

0.196294
0.991957
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Risk Taking, Freedom, Uniqueness Emphasized Across FFC vs. FFS
Variable
VIF
1/VIF
Trying New Things and New Opportunities
Product Leader or Innovator
Innovation/development/cutting edge keeps the org.
together

7.43
6.02

0.134527
0.165997

5.65

0.177076

Entrepreneurship and innovation/risk taking present]

5.09

0.196294

FFC Payment Model
Mean VIF

1.01
5.04

0.991957

Risk Taking, Freedom, Uniqueness Emphasized Across FFC vs. FFS
Variable
VIF
1/VIF
Trying new things & opportunities

8.74

0.11445

Product Leader
Innovation/development/cutting edge keeps the
org. together
Entrepreneurship and innovation/risk taking present
Pure or Hybrid Practice
Mean VIF

7.16

0.139688

6.42
5.4
1.04
5.75

0.1557
0.185086
0.958353
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Table A24: Breusch-Pagan/Cook-Weisberg Test for Homoskedasticity (Hypothesis 3:
Organizational Culture)
Regarding Rules & Formal Decision Making Characteristics: FFC
Breusch Pagan/Cook - Weisberg test
Ho: Constant variance
Variables: fitted values of
rulesandformalpoliciesholdtheorg
chi2(1)
Prob > chi2

0.12
0.7275

Regarding Rules & Formal Decision Making Characteristics: Pure/Hybrid
Breusch-Pagan/Cook-Weisberg test for
heteroskedasticity
Ho: Constant variance
Variables: fitted values of
rulesandformalpoliciesholdtheorg
chi2(1)
Prob > chi2

0.04
0.8465

Efficiency, Control, and Stability at the Practice: FFC Payment Model
Breusch-Pagan/Cook-Weisberg test for
heteroskedasticity
Ho: Constant variance
Variables: fitted values of
efficiencycontrolstabilityareemp
chi2(1)
Prob > chi2

1.03
0.31

Competitiveness, Achievement, Focus Present: FFC Payment Model
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of
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competitivenessachievementfocuse
chi2(1)
Prob > chi2

0.59
0.444

Dynamic, Entreprenuerial Environment
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of
dynamicentrepreneurialenvironmen
chi2(1) = 0.24
Prob > chi2 = 0.6257

Risk Taking – FFC Payment Model
Breusch-Pagan/Cook-Weisberg test for
heteroskedasticity
Ho: Constant variance
Variables: fitted values of
risktakingfreedomuniqueness
chi2(1)
Prob > chi2

2.12
0.1455

Risk Taking- Pure/Hybrid Practices
Breusch-Pagan/Cook-Weisberg test for
heteroskedasticity
Ho: Constant variance
Variables: fitted values of
risktakingfreedomuniqueness
chi2(1) = 1.86
Prob > chi2 = 0.1721

1.86
0.172
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Table A25: White’s Test for Heteroskedasticity
Rules & Formal Policies – FFC Practices
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(26) = 32.96
32.96
Prob > chi2 = 0.1634
0.1634

Cameron & Trivedi's decomposition of IM-test
Source
chi2
df p
Heteroskedasticity
32.96 26
0.1634
Skewness
7.55
6
0.2727
Kurtosis
1.37
1
0.2415
Total
41.88 33
0.1382

Rules & Formal Policies – Pure/Hybrid Practices
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(26)
Prob > chi2

28.14
0.3517

Cameron & Trivedi's Decomposition of IM-test
Source
chi2
df
Heteroskedasticity
28.14 26
0.3517
28.14
26
Skewness
5.81 6 0.4451
5.81
Kurtosis
1.09 1 0.2973
1.09
Total
35.03

p
0.3517
6
0.4451
1
0.2973
33
0.3718

Efficiency, Control, and Stability at the Practice: FFC Payment Model
White's test for Ho: homoskedasticity
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against Ha: unrestricted
heteroskedasticity
chi2(26)
Prob > chi2

49.05
0.00041

Cameron & Trivedi's Decomposition of IM-test
Source
chi2
df
Heteroskedasticity
49.05
Skewness
18.81
Kurtosis
1.21
Total
69.06

P
26
6
1
33

0.0041
0.0045
0.272
0.0002

Competitiveness, Achievement, Focus
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(26)
32.12
Prob > chi2
0.189

Cameron & Trivedi's Decomposition of IM-test

Source
chi2
df
Heteroskedasticity
32.12
Skewness
4.27
Kurtosis
0.34
Total
36.73

P
26
6
1
33

0.1892
0.6395
0.5611
0.3

Dynamic, Focus Environment
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(19)
7.68
Prob > chi2
0.9896
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Source
chi2
df
Heteroskedasticity
7.68
Skewness
4.14
Kurtosis
1.32
Total
13.14

p
19
5
1
25

0.9896
0.529
0.25
0.9747

Risk Taking–FFC Payment Model
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(19)
Prob > chi2

25.94
0.1319

Cameron & Trivedi's Decomposition of IM-test
Source
chi2
df
Heteroskedasticity
25.94 19
0.1319
25.94
Skewness
9.26 5 0.0990
9.26
Kurtosis
1.67 1 0.1960
1.67
Total
36.87

p
19
5
1
25

0.1319
0.099
0.196
0.0594

Risk Taking- Pure/Hybrid Model
White's test for Ho: homoskedasticity
against Ha: unrestricted
heteroskedasticity
chi2(19) = 9.70
Prob > chi2 = 0.9600

9.7
0.96

Cameron & Trivedi's Decomposition of IM-test
Source
chi2
df
Heteroskedasticity
9.70 19
0.9600
9.7
Skewness
3.84 5 0.5730
3.84
Kurtosis
1.88 1 0.1704
1.88
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p
19
5
1

0.96
0.573
0.1704

Total

15.41

25

0.9312

Table A26: Ramsey’s Omitted Variable Bias Tests: Organizational Culture Assessment Models

Rules & Formal Policies Across FFC vs. FFS Practices
Ho: The model has no omitted variables.
F(3, 48) = 1.69
Prob > F = 0.1811

Rules & Formal Policies Across Pure vs. Hybrid
Practices
Ho: The model has no omitted variables.
F(3, 39) = 1.25
Prob > F =

0.3054

Efficiency, Control, Stability Emphasis Across FFC
vs. FFS
Ho: The model has no omitted variables.
F(3, 48) = 2.51
Prob > F = 0.0697

Competitiveness & Achievement Focused Across
FFC vs. FFS
Ho: The model has no omitted variables.
F(3,48) = 2.61
Prob > F =0.0623

Dynamic, Entrepreneurial Environment Across FFC vs. FFS
Ho: The model has no omitted variables.
F(3, 49) = 0.36
Prob > F = 0.7793
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Risk Taking, Freedom, Uniqueness Emphasized: FFC vs. FFS
Practices
Ho: The model has no omitted variables.
F(3, 49) = 1.38
Prob > F = 0.2585
Risk Taking, Freedom, Uniqueness Emphasized: Pure vs.
Hybrid Practices
Ho: The model has no omitted variables.
F(3, 40) = 0.68
Prob > F = 0.5721

Table A27: Testing for Reliability
. alpha

typeofcare typeofcare2 feeforcare feeforextraservice hybrid, item

Test scale = mean(unstandardized items)

Item
typeofcare
typeofcare2
feeforcare
feeforextr~e
hybrid

Obs

Sign

item-test
correlation

66
66
66
66
66

+
+
+

0.9606
0.9890
0.9890
0.5184
0.6757

item-rest
correlation

average
interitem
covariance

alpha

0.9090
0.9819
0.9819
0.3566
0.5594

.1169775
.1543512
.1543512
.2452603
.2233489

0.8315
0.8007
0.8007
0.9257
0.8930

.1788578

0.8838

Test scale

Table A28: Passive Non-response Analysis
Relationships between EMR or EHR of Pure Versus Hybrid Practice & Other Passive Variables
Source

SS

df

MS

Model
Residual

.05770223
.910039705

4
26

.014425558
.035001527

Total

.967741935

30

.032258065

emrorehrpr~t

Coef.

pureorhybrid
ownerships~s
importance~z
importan~cti
importan~cti
importance~z
_cons

-.0579694
.0386273
.0080545
-.0642087
(omitted)
(omitted)
.985536

Std. Err.

t

Number of obs
F( 4,
26)
Prob > F
R-squared
Adj R-squared
Root MSE
P>|t|

=
31
=
0.41
= 0.7983
= 0.0596
= -0.0850
= .18709

[95% Conf. Interval]

.0759304
.0417032
.1442716
.1174146

-0.76
0.93
0.06
-0.55

0.452
0.363
0.956
0.589

-.2140465
-.0470948
-.2885001
-.305558

.0981078
.1243495
.304609
.1771405

.1248395

7.89

0.000

.7289247

1.242147
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