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Executive Summary

When it comes to healthcare, New Hampshire is a state with strengths, challenges,
and opportunities. On the positive side, New Hampshire is home to many high-quality
medical facilities and talented medical professionals. In a composite scoring of
clinical care taking into account measures such as preventive screening,
immunizations, and hospital readmissions, New Hampshire ranks 11th best in the
nation.! This helps to keep residents relatively healthy compared to residents of other
states.?

At the same time, however, New Hampshire is comparatively thin on healthcare
facility capacity and somewhat high in cost. New Hampshire ranks 37th in the nation
in terms of available hospital beds, with barely more than 2 hospital beds per 1,000
population.® It is also not among the leading states in terms of either ICU beds per
10,000 population or ambulatory surgery center capacity.* Healthcare is also
expensive for New Hampshire residents. New Hampshire workers purchasing
employer-sponsored insurance pay an average annual premium for individual
coverage of $7,255 (11th most expensive state in the country), and an average annual
premium for family coverage of $20,078.°> High healthcare costs raise the overall cost
of living and can make New Hampshire less attractive a state to live in.

Exploring New Policy Opportunities

This report examines policy options that could help New Hampshire to address its
healthcare challenges while preserving its strengths. The aim is to explore how the
state can allow facilities to thrive and meet the demand for various healthcare
services, as well as enable patients to be better positioned to seek out the care they
need (whether primary care, secondary care, surgical care, or otherwise) and be
empowered to shop and pay for that care more efficiently. We briefly survey a
number of conventional policy ideas that are commonly employed by states, and
then we intentionally look for newer, different strategies that are perhaps also
deserving of a chance to succeed in New Hampshire.

Toward the goal of improving facility availability, this report examines options for
expanding the number and financial accessibility of various types of healthcare
facilities in New Hampshire, with a special focus on allowing new facilities to emerge
that could accept direct payment from patients. Toward the goal of empowering
individuals and offering an alternative to high health insurance costs, this report
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examines the potential for fostering and expanding the options of Direct Primary
Care (DPC) in New Hampshire. The resulting work extends the idea of patient
empowerment and consumer control over healthcare spending, creating a new vision
that could be called the “Direct-Pay Pathway.”

By taking advantage of new policy opportunities that allow for direct payment of
care, New Hampshire can address some of its healthcare challenges while
maintaining the features that make the state strong.
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Introduction

Healthcare is one of the most difficult and treacherous policy areas that governors
and state legislators deal with regularly. Healthcare is complex and multifaceted. It
involves everyone, seemingly reaching into all areas of business and the economy. It
is simultaneously deals with population-level matters in the public space, and private
matters that are deeply personal. No two states have exactly the same set of policies,
programs, and laws. State health policy is the very embodiment of the Tenth
Amendment-inspired idea of “laboratories of democracy.”

Like all states, New Hampshire has strengths and weaknesses when it comes to
healthcare. This report begins by touching briefly on those strengths and
weaknesses. Then we review a sample of conventional policies that other states have
experimented with in attempting to address similar challenges. Those policies include
global budgeting, reference pricing, cost growth benchmarking, promotion of price
transparency, discouraging low-value care, professional reform and educational
incentives, and scope of practice expansion. That review of conventional policies
guides us to explore how two alternative policies—deregulating health facilities and
direct primary care—could work in combination to give New Hampshire residents a
new option for seeking and paying for care directly via something that could be
dubbed a “Direct-Pay Pathway.” Removing policy barriers so as to allow this option
to compete on a level regulatory playing field could supplement the many other
approaches that are in place and ultimately help New Hampshire address some of its
healthcare challenges.

Healthcare Challenges Facing New Hampshire

New Hampshire is home to many high-quality medical facilities and talented medical
professionals. In a composite scoring of clinical care taking into account measures
such as preventive screening, immunizations, and hospital readmissions, New
Hampshire ranks 11" best in the nation.! New Hampshire hospitals are above average
in terms of safety, ranking 23 in the nation.? Furthermore, Granite Staters are
relatively healthy compared to Americans in other states. Across a set of health
outcomes variables including physical health, mental health, and percentage of
individuals aged 65 years and older in high health status, New Hampshire residents
ranks 6™ healthiest in the nation.®> New Hampshire has the 9" highest number of
active physicians per 100,000 population.* In these areas, there is much to be
pleased with.

Despite some strengths, however, there are areas of concern for healthcare in New
Hampshire. Two things that people almost universally want from their healthcare

system are for medical services to be available when they need them, and for those
services to come at a reasonable cost or price (the difference in this case being one



of a system perspective or consumer perspective). New Hampshire has some
challenges to face in both of those important areas.

Challenge I: Availability of Healthcare

New Hampshire is comparatively thin on healthcare facility capacity. With barely
more than 2 hospital beds per 1,000 population, New Hampshire ranks 37%" in the
nation in terms of available hospital beds.> With 1.9 ICU beds per 10,000 population,
New Hampshire ranks 45™ in intensive care unit capacity.® Low bed supply has made
the state especially vulnerable during the COVID-19 pandemic, leading to long
waiting times in emergency departments, deferred surgeries and procedures in
regular hospital floors, and backlogs for patients in rehabilitation and long-term
care.”®? Availability of outpatient procedures is another area of risk for the state.
New Hampshire is not in the top quintile for ambulatory surgery center capacity,
either when measured by population or as a ratio of the number of hospitals in the
state. Ambulatory surgery centers and other types of outpatient facilities provide
important, cost-effective care. In a pandemic, these facilities help further by reducing
the resource strain on hospitals and lessening the hazards of deferred care.

Challenge II: Cost and Price of Healthcare

The other continued challenge for New Hampshire is something that all states face—
high healthcare costs. Although individuals purchasing health insurance on New
Hampshire’s federally-facilitated health insurance marketplace can do so relatively
inexpensively (7" cheapest in the nation), that option is only open to about 3 percent
of the state population (approximately 44,000 people out of 1.36 million).”° Far more
Granite Staters—more than 56 percent of the state population—purchase health
insurance through their employers. Employer-sponsored insurance in New Hampshire
is expensive, with an average annual premium for individual coverage of $7,255 (11t
most expensive state in the country), and an average annual premium for family
coverage of $20,078." Expensive health insurance drives up the cost of living, making
the state an overall less attractive place for people to live.

State Health Policy

According to official estimates, total health care spending in the United States
reached $4.1 trillion or $12,530 per person in 2020, the latest year for which data are
available.”” Spending on health accounts for 19.7 percent of the nation’s Gross
Domestic Product, almost twice as much as the average OECD country."” National
health expenditures are projected to reach $6 trillion within the next 10 years.™



While much of this spending is controlled at the federal level (e.g., Medicare at $829
billion, and the federal contribution toward Medicaid at $460 billion), substantial
portions of the nation’s healthcare system are also situated at the state level. For
instance, private health insurance constitutes an annual expenditure of about $1.15
trillion, and is in part a state-regulated area of healthcare (federal influence from
ERISA laws notwithstanding). States’ contributions toward Medicaid total about $211
billion. Americans also spend roughly $388 billion per year out-of-pocket, which goes
to their local physicians, clinics, hospitals, and other services.

Just as the federal government explores its policy options in pursuit of the “Triple
Aim” of improving individual care, improving population health, and reducing costs,
states also pursue these aims through the policy levers that are open to them.'>'®
Most states have some form of a Balanced Budget Requirement (BBR) that—along
with pressure from constituents facing rising insurance premiums and diminishing
choice and access—helps to motivate legislatures to cut costs and create incentives
for delivering better value.” Common approaches include the use of legislative and
regulatory functions to institute price controls, encourage or prevent mergers and
acquisitions, mandate certain benefits as part of insurance, require governmental
review of various business practices, create special new payment programs, and
more.'”®® As evidenced by continued challenges and the parade of new efforts and
academic articles, states have yet to solve the puzzle.

Existing State Policy Options

States have made numerous attempts to address cost and access over the years.
Some policy ideas have been recycled throughout the years, making a return under a
different name and acronym, with modifications. Below we briefly review some of the
familiar ideas, programs, and reforms that circulate on the state health policy scene
today.

Reference-Based Pricing

Reference-Based Pricing is a method of paying healthcare providers a set price for
each service based on an existing reference point, rather than negotiating a new
schedule of prices. The payer, who might be a self-insured employer or a state
government, pays the provider a set amount for each service, and if that amount is
less than the provider is willing to accept, then the provider can attempt to bill the
patient or some other entity for the remainder of the amount.?® A common reference
point to pick, because of its ubiquity and perceived neutrality, is the Medicare price
schedule. Recognizing that Medicare reimbursements are low (sometimes lower than
actual costs) and wanting to secure good service and good access for their insured
members, payers might agree to pay a certain rate higher than Medicare
reimbursement levels, e.g., 120 to 300 percent of Medicare reimbursement.



Montana provides an example of a state that has embraced Reference-Based Pricing.
Since 2016, Montana’s state employees’ health plan has used reference-based pricing
for hospital services. It pays 234 percent of Medicare rates for inpatient and
outpatient services, and all major hospital facilities in the state participate.?’ Analysts
say that the policy saved the state over $47 million in inpatient and outpatient
expenditures in its first three years (FY2017-FY2019).2223

Cost Growth Benchmarking

Cost Growth Benchmarking, sometimes called “inflation capping,” is the placing of
limits on the amount by which a service is allowed to increase in price from one year
to the next. The allowable increase can be a fixed percentage (e.g., 3 percent), or a
percentage that is arrived at through some pre-specified formula (e.g., Medicare
price index plus 1 percentage point) or a linkage to another economic performance
metric (such as the state’s Gross State Product). Cost Growth Benchmarking can
make it easier for payers to negotiate with providers, as it renders many decisions
“already made” by external factors.?* At the same time, however, Cost Growth
Benchmarking can lock in existing distortions and unwarranted price differentials
across providers.?®

An example of a state with an annual healthcare cost growth cap is Massachusetts,
which enacted in 2012 a system in which a state Board of Commissioners sets the
goal for the following calendar year. The allowed cost increase for 2022 is 3.1
percent. The acting Commission has no actual enforcement power “except for the
ability to place providers on performance improvement plans.”?® Rather, the main
mechanism by which the benchmarking is intended to have an effect is by generating
stakeholder consensus over what constitutes a reasonable price increase in a given
year. Massachusetts has had mixed success in meeting the benchmark.?’

All-Payer Accountable Care Organization (ACO)

Accountable Care Organizations (ACOs) are collections of hospitals, clinics,
physicians, and other providers “who come together voluntarily to give coordinated
care” to their patients.?® A defining feature of ACOs is that their reimbursement is
tied to their quality and financial performance. All else equal, an ACO that delivers
high-quality care in an efficient and well-coordinated manner should generate
savings for a given payer (such as Medicare), since healthy patients on average cost
the healthcare system less than sick patients. The incentives for ACOs are similar to
the incentives in effect under capitated managed care models. ACOs that succeed in
these outcomes and cost metrics receive a positive reinforcement in the form of
bonus payments, while ACOs that fail to reach their goal pay penalties. (Beneficiaries
can still, however, seek low-value services outside the ACO, which can undercut the
managed care aspect of the model.) Though ACOs to date have been implemented



most intently in Medicare, part of the vision for ACOs is that they might expand into
the state policy scene via private payers and Medicaid.?®

The state of Vermont is currently running a five-year (2018-2022) test of an All-Payer
Accountable Care Organization program dubbed OneCare, which is a special
arrangement between Vermont and the federal government that allows Medicare,
Medicaid, and private insurers to pay for healthcare “based on value, high quality
care and good health outcomes at a lower cost.”3° All private insurers in the state
must participate, but self-funded plans are exempt. Under the agreement, primary
care providers at participating hospitals and clinics receive $3.25 per patient per
month, with higher payments for providers who see certain categories of sicker
patients. A certain amount ($1.50) of the monthly capitated fee is “at risk.” Based on
whether the OneCare All-Payer ACO meets its performance metrics, participating
providers will either share in a bonus or pay a penalty.’’ Vermont’s experience with its
All-Payer Accountable Care Organization has been mixed. Although participation by
hospitals and providers is high (>50 percent), participants have been able to meet
pre-defined quality goals, and the program may have saved the state as much as $97
million over three years, researchers have raised concerns about adverse selection
that call into question the scalability of the policy initiative (i.e., the program might
have differentially attracted providers who were already likely to do well).3?

All-Payer Rate Setting & Global Budgeting

All-Payer Rate Setting is a system in which all payers—public and private—use the
same fee schedule for a category of care, such as hospital care. Global Budgeting is a
different but related type of system in which providers (e.g., hospitals) are given a
fixed amount of funding with which to provide care of a specified population for a
specified period of time (usually one year).

Maryland is the one state that has experimented with both systems in unison.** Since
the 1970s, its Health Services Cost Review Commission (HSCRC) has served as the
state’s centralized hospital rate-setting authority. Unlike in other states, Maryland
health insurers do not negotiate with hospitals and providers to arrive at a fee
scheduled for various services. Instead, the HSCRC determines what health insurers
pay for hospital care.** Since 2014, Maryland has also had a centrally-determined
Global Budget that limits how much revenue hospitals can bring in. The idea is that
under a Global Budget, hospitals—which are expected to take care of the needs of a
given population—will cease to see high volume and high utilization as a good thing,
and will instead be incentivized to invest in keeping people healthy, minimizing
readmissions, and so on.3>%¢ |n recent years, physician practices and nursing homes
have become eligible to participate in the program voluntarily. Some analysts claim
that the arrangement is successful in saving money for the Medicare program.®’
Other analysts argue that Maryland’s system has been captured by the hospitals, and
that in fact it allows incumbent hospitals to charge more for Medicare services by
keeping them insulated from price competition. 38



Promotion of Price Transparency

Promotion of price transparency is a newly popular policy option in many states.
These efforts are bolstered by the common sense economic reasoning that patients
ought to have better information about the cost of the goods and services they are
purchasing, such that they make wise consumer decisions. We should want patients
to seek and accept care when its value to them is greater than or equal to the cost,
and we should want them to not seek or accept care when its value is less than the
cost. Especially in a healthcare system driven by third-party payment, the fact that
most prices are undiscoverable creates an incentive for patients to engage in
overutilization, “consuming healthcare until the last amount obtained has a value that
approaches zero.”*? Price transparency potentially can help.*® As the well-known
quotation from Nobel Laureate economist Milton Friedman goes, “Nobody spends
somebody else’'s money as carefully as he spends his own.”#' State policies that either
incentivize or mandate various forms of price transparency are new, however, and
the peer-reviewed literature analyzing their effectiveness is still emerging.*? Three
types of state-level price transparency policies are: 1) All-Payer Claims Databases,
which use claims data to highlight unwarranted price variation, 2) Consumer-Facing
Price Comparison Tools, which enable consumers to compare prices for common
services and procedures in a geographic region, and 3) Right-to-Shop Programs,
which provide financial incentives and rewards to patients who use price comparison
tools and opt to receive care at lower-cost providers.*3

New Hampshire is one of just a few states that have all three of these price
transparency policies already in place. New Hampshire’s Comprehensive Health Care
Information System makes data available for all stakeholders, helping consumers and
employers to make informed choices.** Furthermore, the state’s consumer price
website, NH Health Cost, posts prices of common services and procedures. Analysts
believe the resource has resulted in modest savings and decreases in list prices.*®

Medical Student Loan Forgiveness

One of the most common ways that states use policy to address issues with access
to care is to attract physicians to come to their state and practice medicine by
offering medical student loan forgiveness. State programs promote this because it
gives them an added policy lever to address perceived shortages and disparities, by
requiring that recipients practice in a designated health care shortage area, usually
for a multi-year commitment period.*®

Thirty-four states and Washington D.C. offer some form of medical student loan
forgiveness for physicians.*” Some states also offer student loan debt forgiveness to
nurses and dentists. In exchange for their services, physicians receive partial loan
forgiveness, with the amount varying dramatically from state to state, with some
states offering $10,000 to $20,000 in forgiveness (e.g., New York, Rhode Island), and
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other states offering up to $140,000, $160,000, and $200,000 (e.g., Virginia,
Oklahoma, and lowa/Michigan). All three states that border New Hampshire offer
medical student loan forgiveness.

Expanding Occupational Scope-of-Practice

States can also expand their health system capacity by making it attractive for
nonphysicians to locate and practice in their state. States can expand scope of
practice for nurse practitioners (NPs), advanced practice registered nurses (APRNSs),
physician assistants (PAs), and other professionals, allowing them to work at the top
of their license, increasing their employment options and allowing them to play a
bigger role in augmenting the care that physicians and hospitals provide. Relaxing
scope-of-practice restrictions may help to enable lower-cost alternatives to flourish,
with little to no tradeoff in quality (at least in certain settings).#849:50

About half of states and Washington, D.C., grant nurse practitioners—to pick one
occupation—a broad scope of practice. About 12 states are considered restrictive.
The remainder are mixed in terms of the stringency of the restrictions that they place
upon the profession.® Many states (Pennsylvania, Tennessee, and Wisconsin, to name
just three examples) experimented with temporarily waiving their nurse practitioner
scope-of-practice limitations during the COVID-19 pandemic.>? There were no major
reports of problems stemming from this action.

Summary

Table 1 summarizes the state policy initiatives described above, and describes the
implementation of each of these ideas in New Hampshire. As the summary shows,
these conventional state policy ideas have varying amounts of applicability, of those
not already implemented in the state, none appears to be particularly well suited to
New Hampshire at present.

n



Table 1. Summary of Conventional State Policy Approaches to Addressing Cost and
Access, and Their Suitability to New Hampshire

Policy Option
Reference-Based
Pricing

| State Example
State of Montana Benefit
Plan

' New Hampshire Experience
Not implemented in New
Hampshire

Cost Growth
Benchmarking

Massachusetts Health Policy
Commission

Not implemented in New
Hampshire

All-Payer
Accountable Care
Organization

Vermont’s Green Mountain
Care Board

Not implemented in New
Hampshire, although
independent ACOs have
formed in New Hampshire

All-Payer Rate
Setting &
Global Budgeting

Maryland Health Services
Cost Review Commission

Not implemented in New
Hampshire

Promotion of Price
Transparency

New Hampshire
Comprehensive Health Care
Information System; NH
Health Cost

Implemented in New
Hampshire

Medical Student Loan
Forgiveness

34 different states and
Washington, D.C.; programs
range from $10K (New York)
to $200K (Michigan, lowa)

Implemented in New
Hampshire, but limited to
helping medically
underserved areas

Expanding
Occupational Scope
of Practice

23 different states and
Washington, D.C. have
permissive scope-of-practice
laws for nurse practitioners

Implemented in New
Hampshire for NPs and
behavioral health, but
potentially needed for
midwives, pharmacists,
dental hygienists, others

Rethinking Approaches to Payment

If conventional state policy options for controlling costs and improving access have
varying success in other states and varying suitability for New Hampshire, and if no
single policy option is a “silver bullet,” then the pertinent question is: are there new
ideas or a new paradigm that could still help New Hampshire with cost and access,
even if in a supplementary way? Toward that end, we identify in the remainder of this
report a pair of ideas that could contribute to a new strategy—one that might be
called the Direct-Pay Pathway.
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Direct-Pay Component I: Direct Primary Care

The Direct Primary Care (DPC) model offers patients and physicians a way to
connect with each other in a simplified, straightforward, and personalized way. By
eliminating third-party inefficiencies and distractions, it restores and updates the
traditional physician-patient relationship to meet modern needs.

Understanding Direct Primary Care

Direct Primary Care is a model in which a practice charges patients a fixed periodic
fee (usually monthly) for a suite of primary care services, and does not bill any third
parties (e.g., insurance companies or government programs).>®> A more technical
definition used by some who study DPC closely is: a DPC practice is a primary care
practice that 1) charges a periodic fee for services, 2) does not bill any third parties
on a fee-for-service basis, and 3) any per visit charges are less than the monthly
equivalent of the periodic fee.>*

There is flexibility around some of the parameters of the definition. For instance,
most DPC practices are run by primary care physicians, although other clinicians
such as nurse practitioners can also practice this way. Also, DPC periodic fees are
most often paid directly by the patient, but in cases where the “subscription” to the
practice is part of a benefits package offered by an employer, the fee could be paid
by the employer. (Approximately 157 million Americans nationwide receive
healthcare coverage through their employer. Of those, 60 percent are enrolled in
self-funded plans.>®) Employers can offer the combination of a DPC subscription and
high-deductible health plan instead of conventional insurance to their employees.

A defining characteristic of DPC practices is that they neither accept insurance as
payment for the periodic fee, nor do they submit bills to insurers for any of the
services they provide. Indeed, the point of DPC is to enable physicians to move away
from fee-for-service insurance billing and in doing so, leave behind the overhead
costs associated with those processes. By eliminating administrative staff resources
associated with third-party billing, DPC practices can reduce administrative overhead
by as much as 40 percent.>6>7

Direct payment and reduced administrative overhead are what enable DPC practices
to distinguish themselves further with smaller patient panels, longer office visits,
expanded access, and other benefits.>® It has been reported that DPC also uniquely
allows physicians to “serve their patients in other more interpersonal roles, such as
educator and trusted advisor, care coordinator, and a guide and advocate to help
navigate our complex healthcare system.”>°

Many people of think of DPC practices as small, independent, and physician-owned.
There are also larger practices that employ physicians and fill their panels by
marketing themselves to large employers.?® Some consider these practices a form of
DPC, too. Examples include lora Health, MedLion Clinic, and Paladina.®’ These
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companies generally contract with large employers and unions to attract their
patients, and some also operate in the Medicare Advantage space.??

Finally, it is important to distinguish DPC from other forms of retainer-based
practices, such as “concierge medicine” and “boutiqgue medicine.” Concierge
medicine (the more commonly-used term of the two) emerged in the 1990s and
earned some press due to its connection to professional athletes, celebrities,
politicians, and other wealthy individuals.®® In a concierge medical practice, patients
typically pay an annual fee of approximately $1,500 to $2,500 in exchange for
greater access and more personalized service. The practice accepts the fee and also
bills the patient’s insurance for visits, lab tests, and other services.®* Some observers
describe this as “double dipping.”®® In contrast to DPC, in which practices are run
almost entirely from the periodic fee, the expectation under concierge medicine is
that patients keep and continue to use their insurance.®%6”

Services

DPC practices typically offer a wide range of primary care services, including clinical,
routine labs, x-rays, and consulting services.®® They provide sick care, health
maintenance services, chronic disease management, women’s health (pap smear,
pregnancy testing), and care coordination services as needed.®® Minor procedures
such as stitches, wart removal, foreign body removal, cerumen removal, rapid strep
test, electrocardiograms, and wound care are commonly included either at no extra
charge or at the cost of materials alone.”® Some practices include immunizations and
nutrition services.”

Other commonly offered services include access to clinicians via email, wholesale
labs and tests, same-day appointments, and 24-hour access in the case emergencies
and after-hours needs.”? Phone consultations and home visits at no additional charge
are not uncommon.”®> Some DPC practices also provide assistance with negotiating
discounted “cash pay” prices.”* To protect against unusual, unexpected, and
catastrophic medical needs, most DPC patients usually purchase a high-deductible
wraparound insurance policy.”®

Some DPC practices dispense medications at discounted prices and consider it an
important part of the savings and value that they can provide. A prescription
expenditure that might run $40 per month for a patient in a traditional practice
might be able to be reduced to $3 or less if purchased through the DPC practice.”®
Other practices do not dispense medications, either because the state in which they
operate does not allow it, or because alternatives such as GoodRx already have a
strong presence in their vicinity. A 2020 analysis of state policy surrounding DPC
direct dispensing found that 21 states and Washington DC allowed DPC practices to
dispense fully; 5 prohibited the practice; and the remaining 25 states allowed some
limited amount of dispensing.”’

14



Periodic Fees and Visit Fees

DPC practices charge patients a periodic fee, which is typically charged on a monthly
basis but could be charged quarterly, annually or any other recurring timeframe. The
fees are intended to be affordable, so as to make DPC a model that is accessible to
the general public.”®7? Monthly fees vary from practice to practice. Practices on the
lower end of the distribution charge about $50 per month, whereas practices on the
higher end charge $85 to $100 per month. A good point estimate is about $75 per
month per individual patient. Many practices also offer a discounted family rate. A
data brief published by the AAFP in 2018 reported that most DPC practices at the
time charged $50 to $75 per month for individual adults, and $75 to $175 for
families.8°

Table 2. Published Estimates of Direct Primary Care Practice Periodic Fees

Monthly Fee for

Individual
Source Patients

Scientific review of 116 DPC

81
Cole (2018) $77 oractices
RUbin (2018)% $70 Direct Primary Care Coalition

member estimate

AAFP (2018)83 $50 - $75 Also noted $75 to $175 for families
Rowe, et al (2017)% | $42 - $125 ii?g to $1,499 annual fee, divided
Weisbart (2016)%5 $50 - $125 is?g to $1,500 annual fee, divided
Huff (2015)86 $25 - $85 1I:Ees:smate of most common monthly
Eskew and Klink Estimate of most common monthly
(2015)¢ $70 - $100 fees
Kamerow (2012)% $50 - $150 1I:Ees:smate of most common monthly

Most DPC practices do not charge a separate per-visit fee for office visits, in effect
allowing unlimited free office visits as part of the membership fee. Some practices—
about 13 percent, according to one 2018 analysis—do charge a per-visit fee,
commonly $15 to $20, not unlike the standard visit copay that individuals with
conventional insurance pay.829° |n the DPC model, per-visit fees are always less
than the monthly equivalent of the periodic fee.®? A small minority of practices
charge a one-time enrollment fee in addition to the periodic fee—a holdover from the
influence of concierge medicine that appears to be fading away in the DPC world.®*

Some DPC practices get creative with their pricing options by offering various levels
and tiers, with the idea of offering something that will appeal to everyone. One
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physician set up a three-tiered plan with Silver, Gold, and Platinum, costing $100,
$150, and $200 per month, respectively, for increasingly generous services that at
the higher end includes radiology services and around-the-clock physician access.
Explains the practice owner, “| wanted to set up a tiered pricing system with three
different plans, so I’d have a better chance of attracting three different types of
patients.”94

Panel Size

One of the factors that drives physicians to leave their conventional volume-driven
medical practices and set up a DPC practice is the pressure to see an unreasonably
large number of patients each day.®>°¢ Seeking ways to reduce their administrative
work, eliminate overhead costs, and spend more time with their patients, DPC
physicians tend to opt for smaller patient panels of about 600 to 800 patients per
physician, compared to conventional panel sizes of 2,000 to 2,500 patients (or
more).97.98.99

Some DPC practices reach their target panel size with relative ease. Having a large
panel size to start with (if converting a traditional practice to DPC) provides some
advantage. One article in JAMA describes a physician and physician assistant duo
who previously in their insurance-based practice cared for a combined 6,000
patients, but who felt the long hours and burdens were unsustainable. Since
switching to the DPC model, they have found success caring for 600 patients
combined, allowing for longer visits, and consultations via email and telephone.’®®
Referrals from existing patients are important and are what enable many DPC
practices to grow.

Other practices face challenges in reaching their target panel size. Traditional
marketing, such as in magazines, newspapers, and on television and radio, tend to be
ineffective because DPC is a new concept and must be explained.’®® Upon switching
from conventional practice to DPC, it is common for it to take one to two years for a
DPC practice to reach its target panel size. A 2018 report by the American Academy
of Family Physicians found that the average DPC panel size is 345 patients, while the
average target (i.e., desired) panel size is 596 patients.'%? Case studies and other
profile articles corroborate this.’°*'°4 Many physicians report that they lose most (80
to 90 percent) of their insurance-based patients when they make the switch from a
conventional practice to DPC, making the process of switching to DPC and rebuilding
their panel a risky and harrowing experience.’®®> Only about 17 percent of DPC
practices have achieved their target panel size.’0®

During this practice “restart” phase, many physicians will moonlight and take on
additional work at hospitals, urgent care clinics, or Veterans Health Administration
facilities.”®” DPC practices might go three to six months without making enough
revenue to cover costs, and it may take more than a year for a practice to hit its
target panel size, and one to three years to cover all the startup costs and be
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operating profitably.”°® It has been said that some physicians must “hit rock bottom
emotionally” before making the transition from convention practice to DPC.'0?

Benefits to Patients and Physicians

Although more extensive study of the DPC model would be welcome, particularly
from academics publishing in the peer-reviewed literature, experience to date
suggests that the DPC model provides an assortment of benefits to patients,
physicians, and the healthcare system in general."® The American Academy of Family
Physicians (AAFP) and DPC physicians themselves have vocally declared DPC to be
a model consistent with the goals of increasing access, protecting the physician-
patient relationship, improving health outcomes, and lowering healthcare costs.""?
Among the practice improvements identified specifically by DPC physicians are
improved access; longer patient visit times; improved care quality; reduced
administrative burdens; and lower overhead costs.®"* (Physician commentators
have argued that unlike capitated insurance payments, which also pay the physician
on a per-member-per-month basis, DPC makes the patient the payer and thus
engenders a psychological shift in the relationship that capitation—in which the
insurance company is the customer—cannot achieve.") Reported patient satisfaction
numbers are high; one analysis of a DPC practice in North Carolina reported 99
percent participant satisfaction with provider access and overall experience.®

Patient benefits can be numerous. The most obvious benefit is office visit length. As
Busch, et al. write: “The typical length of an office visit for a traditional primary care
practice is around 13 to 16 minutes, a significant portion of which is typically not ‘face
time’ as coding and electronic health record documentation pressures keep
physicians behind a computer screen. A Missouri physician in a traditional clinic
reports seeing 45 to 55 patients a day in appointments that often were as short as 5
to 7 minutes."” By contrast, for DPC practices, office visits average around 40
minutes....”""®

Likewise, there are many physician benefits. Among the major ones is the reduction
in administrative burden. To the extent that administrative burden leads to career
dissatisfaction and physician burnout in primary care, DPC can be the model that
prevents physicians from leaving medicine. As one author writing in the Annals of
Family Medicine journal put it, the DPC model “has piqued the interest of work-weary
physicians who like the idea of taking back control of their practices and eliminating
insurance hassles.”" One South Carolina physician described in the literature turned
to DPC “after becoming frustrated by the pressures and dictates of payers, including
having to see 30 to 35 patients a day, feeling his care was compromised because of
the rush, and not understanding the financial rules under which he worked.”'?°

According to a 2018 national survey on physician lifestyle, New Hampshire tied with
Kentucky for having the third highest rate of physician burnout, with 50 percent of
physicians reporting experiencing “a feeling of physical, emotional, or mental
exhaustion, as well as frustration and cynicism related to work.”™?' (Idaho and
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Delaware tied for having the greatest percentage of physicians experiencing burnout
at 51 percent, while the state with the lowest percentage of physicians experiencing
burnout was Montana at 25 percent of physicians.)

Table 3 shows advantages and disadvantages of the DPC model for physicians and
patients, as found in the published literature.

Table 3. Advantages and Disadvantages of Direct Primary Care for Patients and
Physicians

Possible Advantages for Physicians Potential Drawbacks for Physicians

More time with patients Possible lower income at start

Reduction in administrative work Risk of feeling isolated

Improved professional satisfaction Fewer patients

Decreased interaction with payers May overburden other, non-retained-
based practices

Improved work-life balance Difficult to recruit and build patient base

Fewer patients Insurers may not cover services

Lower overhead costs, fewer staff May need to moonlight while building

the practice*
Greater control over design of practice, | Opting out of Medicare may limit later

services* options*

More time with physician during visits Does not eliminate requirement to carry
insurance

Increase access to physician after hours | Additional monthly payment

Improved quality, personalization of Potentially more difficult to get referred

care to specialists*

Possible lower out-of-pocket costs Employer might not contribute or share
in expense*

Ease of communication with physician Potential for misunderstandings about

via email, text, or telephone covered benefits*

Increased price transparency

Source: Adapted from Lindsey E. Carlasare. Wisconsin Medical Journal (2018).
Author’s additions based on expanded literature review are marked by asterisk (*)

Popularity and Growth

Without a national directory or database of DPC practices, it is hard to offer a
definitive count of DPC practices in the United States or analyze longitudinal
trends.””? However, by collecting counts and estimates from the literature and placing
them in chronological order, it is possible to see the long-term growth trend of the
DPC model nationwide and have some confidence in the latest estimate of 1,705
practices.



Some states have significantly more DPC practices than others. This is due to a
variety of factors, including differing state regulatory environments, the presence of
DPC “evangelists” who help other physicians set up practices, and expected factors
such as population density."”® According to DPC Frontier, an online resource founded
to “facilitate the growth of the DPC movement among physicians” DPC practices
currently can be found in 49 states, plus Washington, D.C."?* States with the highest
number of DPC practices include Washington, Colorado, Texas, North Carolina,
Kansas, Florida, New Jersey, Wisconsin, Minnesota, and California.”® The only state
believed to be without a DPC practice is South Dakota.

Over the past few years, estimates of how many primary care physicians nationwide
operate in DPC, cash-only, or retainer-based practices have varied from about 2
percent to 6 percent.'?® In 2018, Optimum Direct Care estimated that there about
20,000 (4.5 percent) of primary care physicians work in the DPC model.?”

Table 4 shows the growth of DPC nationwide. An alternative that began as a low-
cost offshoot of concierge care and numbered just over 100 in 2014 has grown to
over 1,700 practices in 2022.

Table 4. Estimates of Direct Primary Care Practice Prevalence in the United States,
2014-2022

Source Year Practices States Notes

DPC Frontier Mapper 2022 | 1,705 49 Accessed April 26, 2022 by
Rhoads

Brekke, et al. 2021 | 1,500 -- Accessed June 21, 2021 by
Brekke

DPC Frontier Mapper 2020 | 1,265 48 Accessed May 1, 2020 by
Kauffman

DPC Frontier Mapper 2018 | 850 -- Accessed July 3, 2018 by
D4PC

Rubin, R. 5018 | 770 48 C|t|n_g_ Direct Primary Care
Coalition

DPC Frontier Mapper | 2017 | 723 48 Accessed November 7, 2017
by Cole

Hint Health DPC Trends 2017 | 620 -- Based in part on DPC Mapper

Report

Hint Health DPC Trends 2016 | 445 -- Based in part on DPC Mapper

Report

DPC Frontier Mapper | 2016 | 429 47 Accessed March 31, 2016 by
Eskew

Hint Health DPC Trends | 5515 | 290 - Based in part on DPC Mapper

Report
Identified through literature

Eskew, at al 2015 | 141 39 review, practice listings, and
conference agendas

Slensoftealth DPC Trends 2014 | 125 -- Based in part on DPC Mapper
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It bears noting that not all DPC practices are “pure” direct primary care. Some “split”
practices have two separate patient panels—one using the DPC model and the other
using a conventional third-party fee-for-service model. Physicians sometimes take
this approach in order to remain working at full capacity while they grow their DPC
membership. (Physicians often also choose to opt out of Medicare so as not to run
afoul of Medicare rules that prohibit charging Medicare patients for covered
services.””® Medicare patients may sign up for DPC, but DPC monthly subscriptions
cannot be submitted to Medicare for reimbursement.)

One 2015 survey of DPC and concierge practices found 141 practices with 273
locations across 39 states. 93.2 percent of the practices had four or fewer providers.
Of the practices that provided enough information to determine their form, 83.9
percent were “pure” and 16.1 percent were “split.” Of the practices that provided
enough to determine whether they were accepting Medicare, 77.4 percent had opted
out of Medicare, and 22.6 percent were accepting Medicare.'??

Critiques

Some observers and policy commentators have criticized the DPC model on the
grounds that it might worsen the physician shortage, since DPC panels are smaller
than the panels of conventional practices.®®™ This is an issue that has yet to be
studied, but there is reason to believe DPC will not exacerbate physician shortages
and might actually mitigate the problem. Many physicians who transition to DPC do
so out of a feeling out burnout and moral injury, and do so as an alternative to
leaving medicine entirely. It is therefore possible that the more accurate approach to
accounting is not to look at the migration of a physician from, say, a 2,500 patient
panel to a 500 patient panel as a /oss of capacity to care for 2,000 patients—rather,
it is the retention of 500 that otherwise might have gone to zero. (Furthermore,
critics should re-examine the premise that panel size ought to be a public policy
lever. While it is within the realm of analysis to ask what the effects would be of a
given change, the number of patients one agrees to provide care for is surely a
decision that belongs with the physician.)

Another critique exists over equity of access to DPC care. It has been argued that
DPC practices “lack specific mechanisms to counteract adverse selection that
threatens equity in access to care,” and that practices could benefit from accepting
healthier patients and rejecting sicker patients and patients with pre-existing
conditions.’$2133134 Eor this and related reasons, it is argued that DPC is not a scalable
model.”> Although one could argue that theoretically DPC practices have an
incentive to choose healthier patients because they might schedule fewer visits and
thus be cheaper to have on panel, there is no evidence to show that is happening to
any significant extent. DPC practices are located in both urban and rural settings, and
DPC practices are generally happy to accept all new patients, regardless of patients’
socioeconomic status or where they are on the health spectrum.”®®¥” There is as yet
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no evidence that DPC practices have a strong incentive to prefer healthier or
wealthier patients out of a belief that they will generate greater revenue through
greater utilization. As a form of delivery that relies on a flat fee, for patients of a
given age, DPC practices get the same top-line revenue per patient regardless of
health level.”*® Unlike traditional fee-for-service practices, there is practically no
incentive to upsell or order unnecessary tests and services. (These concerns could be
alleviated by allowing Medicaid patients to join DPC practices and allow Medicaid to
cover some or all of the periodic fee.) Which way the adverse selection issue “cuts”
vis-a-vis DPC is an intriguing area for future research. One might hypothesize that
DPC might attract relatively unhealthy patients, who would prefer the enhanced
access. On the other hand, many healthy patients feel that they currently overpay for
conventional insurance and would be better off with a small monthly DPC
subscription, even if they use it sparingly and only schedule one or two visits per
year.

Another critique challenges the applicability of DPC. Some commentators grant that
the DPC model sounds reasonable in certain cases, such as for pediatrics, or
telehealth, or for patients with very specific chronic conditions, but challenge
whether it can successfully be put toward such a broad purpose as primary care for a
general adult population. The relatively linear rate of growth of DPC practices in the
United States (see Table 4) is one data point that could be marshalled in support of
this critique. DPC proponents could respond that the rate of growth that has been
observed is to be expected, given the barriers in place, and that those barriers are
not a shortcoming of the model but rather an indication of the inertia exerted by the
status quo toward new approaches.

Another critique that appears in the literature pertains to the relative lack of peer-
reviewed studies and evidence to demonstrate improved quality and cost control.
Adashi, et al write, “The DPC community would do well to establish that the quality
of the care it espouses is indeed equivalent or superior to that of other primary care
paradigms.”®® Some studies exist. For example, one study of employer costs found
that enrollment in DPC was associated with statistically significant reductions in total
healthcare utilization and emergency department visits.©® More studies would be
welcome, but since DPC prioritizes patient face-time over administrative paperwork,
EHR documentation, and population-based quality metrics, researchers looking to
study the DPC model have a heavier lift to obtain data. This critique is as much a
critigue of academia’s research priorities and methods as it is of the DPC model.

A final critique comes from a consumer protection ethos. Some observers argue that
there is little regulation to prevent exploitative business practices from emerging. For
instance, DPCs could sell patient data to marketers or pharmaceutical companies.™!
However, there is nothing unique about DPC in this regard. Consumer protection in
this realm can be achieved with the same consumer-driven processes (e.g.,
disclosure, informed consent, terms of use, etc.) as any other business with data to
sell. Practices that sell data might be able to share some of that revenue in the form
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of lower membership fees, and practices that do not sell data can boast that they
offer greater privacy, but at the tradeoff of a slightly higher membership fee.

Direct Primary Care in New Hampshire

Relatively little has been published to date that specifically measures or describes
the state of DPC in New Hampshire. To inform this project as well as provide
information for future extensions of this work by others, a survey of all New
Hampshire DPC practices was conducted in January 2022. Questions were
developed based on themes and key issues identified in the DPC literature and
garnered from interviews with two subject matter experts. The survey was built
electronically using the Qualtrics XM software, tested for question clarity, and then
again tested for compatibility across different technology platforms (i.e., mobile and
web). The full survey instrument is available in Appendix A.

The sample frame consisted of all known DPC practices in New Hampshire. To
construct this list, multiple resources and approaches were used, including the New
England DPC Alliance Physician Directory; the DPC Frontier Mapper; referrals from
subject matter experts, and web searches using Google and Bing using the
intentionally broad terms “direct primary care,” “concierge medicine,” “cash-only
practice,” and “health sharing ministry” (as well as some grammatical variations).
Only practices located in New Hampshire were included.

LI

Thirteen practices met the broad search criteria. Each practice had a website, which
provided the contact information necessary (i.e., email address) to introduce the
practice and share the link to the electronic survey. Each of these 13 practices was
asked to complete the survey. 10 practices completed the survey, and 3 did not.
Further examination of the three non-respondents determined that they were not of
core interest to this study (1 was a concierge practice; 1 was a group practice tied
mainly to one large employer; 1 was a faith-based healing center). Thus 10 out of 10
of the core DPC practices in New Hampshire answered the survey.

QUESTION #1 asked respondents for the name of their practice. The purpose of this
question was primarily to avoid duplicate submissions, and to enable targeted
follow-up in the event that there were any non-responses.

QUESTION #2 was a screening question that asked respondents whether they consider
their practice to be a direct primary care practice. All 10 respondents confirmed that
they think of their practice as DPC.

QUESTION #3 asked respondents whether their DPC practice was “pure” DPC or a
“hybrid” practice, with some patients enrolled in a DPC membership and other
patients using traditional insurance. 9 of the 10 respondents are pure DPC. 1 practice
is a hybrid.
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QUESTION #4 asked respondents when they started their DPC practice (or, if
applicable, when they converted their existing practice to the direct primary care
model). Half of respondents (5 of 10) started their practice in the past year (2021).

Q4. What year did you start your direct primary care practice?

2009 or before |
2010 |
2011 |
2012 |
2013 |
2014 |
2015 |

2018 |
2019 |
202:
2022 |
0.00 0.50 1.00 150 2.00 250 3.00 3.50 4.00 4.50 5.00

QUESTION #5 asked respondents how many clinicians provide clinical care at their
DPC practice. As expected for a delivery model that is known to be predominantly
independent practitioners, 8 of 10 respondents practice solo. 2 of 10 respondents
have two practitioners. No DPC practices in New Hampshire have more than two
practitioners.

QUESTION #6 asked respondents their goal for how many patients they would like to
have enrolled in their practice. The table below summarizes the responses for this
question:

Responses 200

200-400
(Sorted from low to high; 250
divided by two for the two 300+
practices with two 400
practitioners, to protect 400-600
anonymity) 450

450

500

600
Range 200-600
Mean 395
Median 450
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QUESTION #7 asked respondents in approximate qualitative terms how close their
practice is to reaching their enrollment goal. For privacy reasons, this question was
posed in this form rather than in the more sensitive form of asking in quantitative
terms how many patients are currently enrolled. Half of the respondents are at or
close to their enrollment goal. The other half are less than halfway to their goal, or
just getting started.

Q7. How close is your practice to reaching your aforementioned goal for patient
enrollment?

About halfway to the goal |

0.00 1.00 2.00 3.00 4.0

QUESTIONS #8, #9, and #10 asked what the monthly DPC membership fees are at th
practice for a 5-year-old child, 40-year-old adult, and 75-year-old senior,
respectively. Since special discounts are possible, such as family plans or veterans
discounts, expressing an “average” fee can become complex. The table below
simplifies and summarizes the responses for this question:

For a 5-year-old child

See members of this age 7 out of 10 practices
Range $25 to $150

Mean $71 per month

For a 40-year-old adult

See members of this age 8 out of 10 practices
Range $50 to $125

Mean $83 per month

For a 75-year-old senior

See members of this age 7 out of 10 practices
Range $60 to $250

Mean $133 per month

Note: Services included in the monthly fee also vary from practice to practice.

eir
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QUESTION #11 asked respondents how satisfied they are with practicing medicine
under the direct primary care model. The high level of positivity (9 out of 10
reporting “very satisfied”) reflects especially well on the DPC model considering that
many respondents are still in the phase of growing their patient panel to their target
size.

Q11. How close is your practice to reaching your aforementioned goal for patient
enrollment?

QUESTIONS #12 and #13 asked respondents to estimate the percentage of their
patients who augment their direct primary care membership with a High-Deductible
Health Plan (HDHP), and/or a Health Savings Account (HSA), respectively. High
participation in a HDHP is appropriate for most patients and is expected. The
estimate might have been higher if the question had also explicitly mentioned
“wraparound” plans by name, which are a related type of coverage. Under IRS rules,
tax-deferred HSA funds cannot be used to pay for DPC membership fees, but they
still can be used to pay for other out-of-pocket expenses, so some DPC patients have
them.
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Q12. What percentage of your patients... High-Deductible Health Plan (HDHP)?

90% or more

Between 60% and 89%

Between 40% and 59%

Between 10% and 39%

Less than 10%

0.00 0.50 1.00 1.50 2.00 2.50 3.00

Q13. What percentage of your patients... Health Savings Account (HSA)?

90% or mare |

Between c0% ana cov |

Between 40% and 59%

Between 10% and 50v- |

Less than 1096

0.00 1.00 2.00 3.00 4.00

QUESTION #14 asked respondents about the healthcare service providers they
collaborate with in order to extend a discount to their DPC members. Respondents
could select all options that applied. Almost all (9 out of 10) practices get discounted
labs for their patients, and the one practice that did not select that option indicated
that it was currently working to bring about that arrangement. The next two most
common types of discounts were for imaging services and pharmacies (both at 5 out
of 10). Write-in answers identified vaccinations and supplements.
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Q13. With which of the following service providers [can you] get your patients a
discount?

QUESTION #15 asked respondents to what extent they agree or disagree with a
statement about the overall value of the DPC model to the healthcare system in
terms of reducing hospital utilization and controlling costs.

Q15. Do you agree or disagree: "By providing the right care at the right time, the
direct primary care model reduces hospital utilization and therefore helps to reduce
costs.”
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QUESTION #16 asked respondents their opinion of the availability of ambulatory
surgery services in New Hampshire. The reason for asking this question was to give
DPC physicians an opportunity to share whether, on balance, they believe that their
patients have enough options for where to go in the event that they need
ambulatory surgical care beyond what they can receive through their DPC practice.
When asked, 7 of 10 respondents said that New Hampshire could use more
ambulatory surgery centers. 3 of 10 did not have an opinion on the question. Zero
respondents said that New Hampshire has “too many” or “about the right number” of
places to receive ambulatory surgery services.

Q16. What is your impression of the availability of ambulatory surgery services in
New Hampshire?

QUESTION #17 asked respondents their opinion of healthcare facility regulation in New
Hampshire. Specifically, this question described the current law in New Hampshire
that stipulates that anyone who wishes to build a new healthcare facility (e.g., a new
hospital, ambulatory surgery center, skilled nursing facility, or other care facility)
within 15 miles of a critical access hospital must undergo a review process.
Respondents were asked whether they favor or oppose this law. Responses were
split. The plurality (5 of 10) oppose the law. 4 respondents support the law. 1
respondent did not have an opinion.
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Q17. In general, do you favor or oppose this law?

o opinion N

QUESTION #18 gave respondents an open-ended opportunity to provide ideas and
suggestions on how policymakers can improve the conditions for DPC in New
Hampshire. The survey specifically asked about what obstacles and roadblocks exist
for DPC practices in the state. 8 of 10 respondents took the opportunity to provide
comments. The table below summarizes the recurring themes and most common
ideas that arose. Comments have been aggregated by theme, edited for conciseness,
and anonymized:

Address restrictions on patients with HMOs that require orders (e.g.,
labs, imaging) and referrals to be made from an in-network provider.

Enable Medicaid patients to join DPC practices and pay for their
membership either through their program benefit or make it
reimbursable.

Clarify and possibly modify IRS rules regarding the use of flexible
spending accounts (FSAs) and health savings accounts (HSAs)
toward DPC membership.

Encourage or incentivize more private practice specialists and
surgical centers to negotiate fair and transparent cash pricing for
services and procedures.

Clarify and possibly modify restrictions around physician dispensing
of non-controlled medications (a practice currently prohibited by
the board of pharmacy).

Fostering Direct Pay for Primary Care in New Hampshire
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