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Executive Summary

The current sustainable growth rate (SGR) physician payment system is failing to serve our
nation’s seniors and physicians, and as the gap between government-controlled payment
rates and the cost of running a practice grows wider, it is increasingly difficult for seniors and

the disabled to find doctors who accept new Medicare patients.

The Coalition of State Medical and National Specialty Societies is therefore convinced that the
key to preserving our Medicare patients’ access to quality medical care is overhauling the
flawed Medicare payment system, and to address this problem, Congress should include the
Medicare Patient Empowerment Act as an essential part of any Medicare reform. This

legislation would:

e Establish a new Medicare payment option whereby patients and physicians would be
free to contract for medical care without penalty;

e Allow these patients to apply their Medicare benefits to the physician of their choice
and to contract for any amount not covered by Medicare; and

e Physicians would be free to opt in or out of Medicare on a per-patient basis, while
patients could pay for their care as they see fit and be reimbursed for an amount

equal to that paid to “participating” Medicare physicians.

Patients and physicians should be free to enter into private payment arrangements without
legal interference or penalty. Private contracting is a key principle of American freedom and
liberty. It serves as the foundation for the patient-physician relationship, and it has given
rise to the best medical care in the world. It should therefore be a viable option within the

Medicare payment system.

The day the Medicare Patient Empowerment Act becomes law, every physician will become
accessible to every Medicare patient. Private contracting is a sustainable, patient-centered
solution for the Medicare payment system that will ensure our patients have access to the

medical care they need.
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Introduction

Chairman Herger and Ranking Member Stark, the Coalition of State Medical and
National Specialty Societies, which includes sixteen associations representing some
ninety thousand physicians from across the country, appreciates the opportunity to

comment on the critical issue of Medicare’s broken physician payment system.

The SGR is Fatally Flawed

Medicare is the nation’s largest government-run health care program, and it represents
the most glaring example of the need for reform. The current sustainable growth rate
(SGR) physician payment system, in particular, is failing to serve our nation’s seniors
and physicians. Enacted as part of the Balanced Budget Act of 1997, the SGR is a
formula utilized by Medicare to limit the growth of physician services. This formula is
fatally flawed and is structured in a way that does not appropriately account for the

costs of caring for Medicare beneficiaries.

Since 2002, the SGR formula has called for reductions in Medicare reimbursements to
physicians. In 2002, physician payments were cut by 5 percent, and since then,
Congress has intervened 12 times to prevent additional cuts. Unfortunately, Congress
has not yet adopted a permanent solution to fixing the SGR; rather it has passed short-
term, stop-gap measures that only temporarily prevent steep payment cuts. Once
again, on January 1, 2012, physician payments are scheduled to be cut — this time by

29.5 percent -- and these cuts will continue well into the future.

Medicare’s physician payment system is not sustainable for physicians, nor is it fiscally
stable for the federal government. The cost of repealing the SGR has now ballooned
from just under $50 billion in 2005 to nearly $300 billion today, and the price tag
continues to grow each year that Congress puts off permanent reform. Before the

costs of reform become financially prohibitive, it is essential that Congress act to reform
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Medicare’s flawed physician payment system in a manner that will also give the

government increased budget certainty now and into the future.

Patient Access to Care is at Risk

Existing Medicare underpayments, coupled with the threat of continued steep payment
cuts, present serious access to care problems because more and more physicians
cannot afford to furnish services to Medicare patients. Baby boomers are now entering
the Medicare program, and a shrinking pool of primary care and specialty physicians are
making it increasingly difficult for seniors and the disabled to find doctors who accept
new Medicare patients. The American people are well aware of this problem, and
according to a survey conducted by the American Medical Association in October 2010,
the overwhelming majority — 94 percent — of American adults feel the looming Medicare

physician payment cut poses a “serious problem for seniors who rely on Medicare.”

Numerous surveys of our nation’s physicians have also established the Medicare access

to care problem.

e A 2008 survey conducted by The Physicians Foundation found that 82 percent of
primary care doctors nationwide believed their practices would be
“unsustainable” if proposed cuts to Medicare payments were made and nearly
half of all primary care doctors were planning to either reduce the number of
patients they saw or stop practicing entirely.

e A 2008 survey conducted by the American Medical Association demonstrated that
if Medicare payment rates were cut by 10 percent, 60 percent of physicians
would limit the number of new Medicare patients they treat, and if payments
were cut by 40 percent, 77 percent of physicians would limit the number of new
Medicare patients they treat.

e A 2010 survey conducted by the Surgical Coalition found that 29 percent of

surgeons would opt out of Medicare, and of those surgeons remaining as
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Medicare participating physicians, 69 percent would limit the number of Medicare

patient appointments and 45 percent would stop providing certain services.

In order to preserve patient choice and timely access to care, the SGR formula must be

repealed.

My Medicare, My Choice

As noted above, as the gap between government-controlled payment rates and the cost
of running a practice grows wider, physicians are finding it increasingly difficult to
accept Medicare patients. The Coalition of State Medical and National Specialty
Societies is therefore convinced that the key to preserving our Medicare patients’ access

to quality medical care is overhauling the flawed Medicare payment system.

To address this problem, our Coalition supports including H.R. 1700, the Medicare
Patient Empowerment Act, as an essential part of any Medicare reform. Sponsored by
Rep. Tom Price, this legislation would establish a new Medicare payment option
whereby patients and physicians would be free to contract for medical care without
penalty. It would allow these patients to apply their Medicare benefits to the physician
of their choice and to contract for any amount not covered by Medicare. Physicians
would be free to opt in or out of Medicare on a per-patient basis, while patients could
pay for their care as they see fit and be reimbursed for an amount equal to that paid to

“participating” Medicare physicians.

Patients and physicians should be free to enter into private payment arrangements
without legal interference or penalty. Private contracting is a key principle of American
freedom and liberty. It serves as the foundation for the patient-physician relationship,
and it has given rise to the best medical care in the world. It should therefore be a

viable option within the Medicare payment system.
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Private contracting is also one way that the federal government can achieve fiscal
stability while fulfilling its promise to Medicare beneficiaries. A patient who chooses to
see a physician outside the Medicare system should not be treated as if they don’t have
insurance. Medicare should pay its fair share of the charge and allow the patient to pay

the balance.

It is also the only way to ensure that our patients can maintain control over their own
medical decisions. The government has the right to determine what it will pay toward
medical care, but it doesn’t have the right to determine the value of that medical care.

This value determination should ultimately be made by the individual patient.

While private contracting would allow physicians to collect their usual full fee in some
instances, it would allow them to collect less in others. It is reprehensible for a
physician to be subject to civil and criminal penalties if he or she doesn't collect a
patient's co-payment, as is now the case. It is irrational for a senior who wants to see
a doctor outside the usual Medicare payment system to be forced to forfeit their
Medicare benefits. This simply isn't fair to someone who has paid into the Medicare

system their entire working life.

The day the Medicare Patient Empowerment Act becomes law, every physician will
become accessible to every Medicare patient. Private contracting is a sustainable,
patient-centered solution for the Medicare payment system that will ensure our patients

have access to the medical care they need.

In summary, Medicare patients should be free to privately contract with the doctor of
their choice without bureaucratic interference or penalty. This will empower individual
patients to make their medical care decisions, while providing the federal government

with fiscal certainty.

Thank you for the opportunity to comment today.
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