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Synopsis 

Under a typical performance-based incentive program, primary care practices that serve high shares of 
poor and minority patients would receive lower payments than practices serving fewer such patients, 

according to this Commonwealth Fund–supported study. The finding adds to the growing concern that 
these payments, while intended to improve quality of care, may exacerbate health care disparities. 
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The Issue 

Pay-for-performance programs are increasingly used to stimulate 
health care providers to improve the care they deliver to patients. But 

even as such incentives become more common, disparities in quality 

based on patient race, ethnicity, and income status persist. Concerns 
about whether performance-based payments could undermine care 

for vulnerable populations and worsen disparities have prompted calls 
from the Institute of Medicine to monitor the effects of incentives on 

disparities. To simulate how performance-based payments would be 
distributed among physician practices serving areas that have low, 

medium, and high concentrations of minority and poor patients, the 
authors of this study applied the financial incentive model used by the 

Medicare Care Management Performance demonstration to primary care practices in Massachusetts. 
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Key Findings 

• Under the simulation, practices serving larger proportions of minority and poor patients received 
lower payments for preventive care than did other practices. Similarly, incentive payments for 

preventive care were lower for community health centers (CHCs) than non-CHC providers. 

 

“The distribution of 
performance-based 

payments 

may widen  
sociodemographic 

disparities in 
health care 

resources as well 
as disparities in the 

quality of care.” 



 

 

• The biggest payment difference was for practices serving higher shares of poor patients. Under the 

simulation model, physicians with a high share of poor patients would receive $7,100 less per year 
than would a practice with low share of such patients. 

• Performance scores differed significantly among practices serving lower and higher shares of minority 
and poor patients, ranging from three-percentage-point differences for breast and cervical cancer 

screenings and diabetic eye exams to a nine-percentage-point difference for colorectal screening. 
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Addressing the Problem 

Performance-based payments may disproportionately flow away from practices caring for minority and 

poor patients, thereby widening sociodemographic inequalities and potentially exacerbating disparities in 
the quality of care. The authors note that simulated performance-based payments were relatively small—

less than $2,400 annually per physician in a median practice. But if performance-based incentives become 
a sizeable share of practices’ total income, low payments could undermine the financial viability of 

providers who serve vulnerable populations, resulting in worsening access to primary care for those 

populations. The authors suggest several policy solutions, including stratifying performance-based 
incentives by sociodemographic group and targeting grants for practices that care for vulnerable 

populations. 
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About the Study 

The authors identified practices providing primary care by using the 2007 statewide physician directory of 

Massachusetts Health Quality Partners, which is used for statewide quality reporting initiatives. The 
demographic characteristics of the population served by each practice were identified by matching 

patients’ residential ZIP codes to geocoded census data. To simulate performance-based payment, the 
authors adapted design specifications from the Medicare Care Management Performance demonstration. 

They used performance data for preventive and diabetes care, and added an additional cervical cancer 
screening measure. 
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The Bottom Line 

To avoid shifting financial resources away from physician practices that care for vulnerable populations, 

pay-for-performance programs should carefully monitor and address the impact of performance-based 
incentives on the distribution of resources and health care disparities. 
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