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at our measures of payment adequacy for physicians and as a1

group they are more useful in identifying underpayment than2

overpayment.  The one exception, I guess might be the3

relative price, the comparison of Medicare fees to private4

fees.  But the others focus on access and they're going to5

give you a sign when payments are too low but not too high.  6

Point number two is that the update7

recommendations produced by MedPAC using our basic starting8

point of MEI minus productivity have in recent years9

produced updates that are consistently, in an aggregate,10

significantly higher than those that have come out of11

Congress and the physicians have received.  In fact this is12

the only area I think where that's the case.  13

So what I hear from people involved in this14

process on the Hill is we've consistently done less than15

you've recommended yet you tell us that there is no16

discernible broad negative effect on access.  Is MedPAC17

recommending updates that are too high for physicians,18

especially in view of the one-dimensional, one-directional19

measures that you use to set your recommendation?  20

That's a real world question that we get asked and21

I wanted to present to the group and get some reactions to22
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it.  1

DR. KANE:  One thing that struck me is that volume2

in all the other services we looked at, rising volume meant3

we were paying adequately.  On the physician service side we4

are now interpreting that rising volume means we're not5

paying adequately because people are trying to make up for6

low payment rates with higher volume.  Whereas in all the7

other services we looked at we interpreted volume exactly8

the reverse.  9

So I'm just wondering if we have a little problem10

of figuring out what by volume means with respect to access11

and the payment rate adequacy.12

MR. HACKBARTH:  I think we do and we are not13

alone.  This has been a longtime problem.  The fact of the14

matter is that there are multiple sources.  Alan, I think15

made this point earlier.  There are a lot of different16

forces that affect volume trends, some having to do with17

medical practice and technology and good services that we18

want patients to have.  Others might be an undesirable19

response to fee constraint.  It's very difficult to20

characterize these trends in the aggregate. 21

DR. KANE:  I think that's the problem.  The SGR22
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very clearly says, volume going up is bad and suggests1

you're -- but we've interpreted that as volume going up2

means we're not paying enough and therefore they're trying3

to make up the same income with the volume.  Whereas, in all4

the other services we've looked at we interpret it exactly5

the opposite.  So I'm getting a little confused myself as to6

what do we mean when we're looking at payment rates.  What7

really makes us think a payment is adequate or not?  In8

physician fees we're saying volume increases means the9

payment rates are too low. 10

MR. SMITH:  Nancy, actually I think we've been11

speculating and not something slightly more complicated. 12

We've been wondering whether or not physicians think income13

is too low and therefore have increased volume.  But what we14

haven't used the volume increase as an argument for15

something other than a cost-based, a cost minus productivity16

based recommendation.  We haven't said, we've got an access17

problem here that we need to respond to with and out of18

cycle update.  We haven't said that, although some of us19

have intuited, don't know whether or not correctly or not,20

that the volume spike has something to do with physicians'21

belief that income is inadequate regardless of the Medicare22



338

fee schedule.  1

Glenn, let me come back to your initial question. 2

There wasn't a recommendation in front of us.  It seemed to3

be entirely appropriate that there shouldn't be.  We often4

feel like we're in a Kabuki play, but making a5

recommendation for a 2007 fee schedule update without6

knowing what's going to happen for 2006 would really make us7

feel like we'd stepped out of a Japanese pageant so I think8

that makes sense.  9

I get the same question you get a lot.  We all do. 10

One of the problems is that it's only definitively11

answerable if we conduct a natural experiment that we don't12

want to conduct, which is to figure how far we have to drive13

payments down before the doctors finally say, no, we won't. 14

We sort of know the answer on the other side of that, that15

using the MEI, adjusting for productivity, doesn't create a16

problem.  17

Now maybe we should be taking a look at the MEI. 18

There are ways to think about this without saying, the right19

thing to do, let's try 3 percent next year and if the20

doctors still come we'll do 5 percent for 2008.  And if they21

still come we'll push harder.  That seems to me a sort of22
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loony path to even contemplate much less --1

MR. HACKBARTH:  That's a straw man sort of thing. 2

Actually what these people are thinking about is not running3

that experiment on Medicare beneficiaries, but as opposed to4

2.7, 1.5, which is what they've tended to do.  That's the5

range they're talking about.  Nobody's advocating, let's cut6

the rates by 5 percent and see what happens.  That's a straw7

man.8

MR. SMITH:  But the argument, Glenn, suggests even9

that if the access data that we use is to be the barometer10

of adequacy, then you could equally well argue that Congress11

is overpaying the doctors.  We've recommended too much. 12

Congress hasn't followed our recommendations, but13

nonetheless, they've paid too much because the doctors keep14

coming.  15

I don't know how you untangle that.  I understand16

that saying we just push them way down is a straw man.  But17

I don't know analytically how you ask yourself, how you come18

up with a different answer than the question, then let's try19

to tweak it.  Maybe we should try for a while pushing the20

productivity assumptions up a little bit.  21

But I don't think there's any dispositive answer22
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to the question in the way that you pose it other than1

running that experiment and seeing what it took.  2

DR. CROSSON:  I think it's not surprising that3

there should be a different relationship between volume and4

payment for physician services because physicians are, in a5

semi-unique situation in terms of influence over demand or6

the volume of services, compared, for example, like7

hospitals and some other areas of payment.  8

It seems to me that the approach that MedPAC has9

used traditionally, which is similar to other Medicare10

services, of looking at the input costs, make sense.  It11

particularly makes sense, or I guess I would say I would be12

quite averse to seeing physician payments cut by 4.3 percent13

or whatever is projected, particularly because, as we14

mentioned earlier, of the differential ability of certain15

physicians to actually deal with that cut by increasing16

volume of services in imaging procedures and the other kinds17

of reactionary sort of things that we've been seeing. 18

That's not spread evenly across physicians and would19

probably differentially hurt some physicians more than20

others.  21

Having said that though, I think that going22
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forward the eventual a solution or stabilization of this1

process is going to depend on coming up with some mechanism2

within the payment process that does in fact deal with3

inappropriate increases in volume.  That's the sticking4

point, because the SGR mechanism is a blunderbuss, and5

ineffective at that.  6

DR. WOLTER:  On the issue of our recommendations7

versus what updates have been occurring, I think there's a8

terribly unique situation here in that the SGR and how it9

affects the current budget process is very different for10

this particular payment silo at this moment in time.  So11

even a negative update puts on paper very, very large,12

billions of dollars of additional costs that somehow has to13

be made up, and we don't have that same kind of dynamic14

going on in the other silos.  15

So my preference would be for us, as best we can,16

to use the best information we can to recommend the right17

policy rather than compare what we recommend to this18

budgetary unique situation that's unfolding.  At least19

that's how I personally would look at it.  20

A couple other comments I have.  I don't think we21

have a good handle on whether or not Medicare reimbursement22
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for physicians is quite adequate.  I think the access proxy1

is one thing.  It tells us something, but I'm not sure it2

tells us enough.  Marshfield Clinic and some others have3

recently done some interesting work on practice expense4

suggesting that that particular dataset underestimates a5

practice expense.  Maybe that could be expanded and we could6

look at that.  7

My sense of physician access to capital is that8

it's minimal, if not close to zero.  So if we were to put9

some information together about that I think we'd find a10

very different circumstance in the physician world in terms11

of capital access.  So I worry about that, particularly with12

all the demands that are coming down the pike on physicians13

for pay for performance and implementation of technology and14

that sort of thing.  So that's just really a caution there.  15

DR. STOWERS:  I don't want to state the obvious,16

but in the presentation we talk about the difference in17

growth in different specialties.  Yet when we get around to18

talking about the physician update we go back to a blanket19

number to do that.  It just seems we suddenly get20

inconsistent in that.  You wonder if there's not some way,21

if we're really going after volume, to adjust the update22
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according to the specific areas of physician services that1

are causing that volume.  2

I know that's been said before so I'm saying it3

more as a reminder.  There are large parts of the industry,4

including primary care and others, that are very stable in5

their volume and yet are going to be having an increased6

cost of business coming on every year, where there's not a7

volume problem.  So it has always bothered me that we start8

throwing a blanket decrease out there in areas where either9

the volume is stable or even dropping, or availability of10

care is dropping.  11

There should be somewhere in our discussion to get12

more specific that -- and you've said that many times13

before.14

DR. NELSON:  I think we need to bear in our mind15

the fact that -- the point wasn't made on the slides but16

it's in the text, that on average across the country17

Medicare rates are 80 percent below the prevailing private18

sector rates; payments.  That in the short term we ought to19

stick with the policy that we've had in the past in20

recommending an update that would meet the input prices of21

an efficient provision of services, and replace the SGR with22
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an MEI that's based on that.  1

While we can't specify a number with the2

uncertainty about what this year update will be, or next3

year, nonetheless, we can and should continue to articulate4

that as an underlying premise for our recommendation.  5

But the third point is, in the longer term, the6

Commission should come to grips with the prospect of7

fundamental changes in the way physicians are paid, to take8

into account the need to more adequately pay for9

coordination of care, and management of care, and10

prevention, and incorporating higher payments for good11

quality care than for lousy quality care.  Arnie introduced12

that subject in our previous discussion, but what I think we13

need to do is come to grips with that as a major effort on14

the part of the Commission rather than trying to tack that15

on to our current policies.  16

DR. MILSTEIN:  I'd like to reinforce what Alan17

just said.  In particular, Alan referenced something that we18

have not yet found a way of pursuing, although I think it is19

doable, and that is to begin to answer the question, what20

should the update be in reference to what our understanding21

of what efficient provision of physician services look like. 22
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There are examples around the country of physicians, some1

within Jay's organization and many outside of Jay's2

organization, that have begun to ask the question, are there3

ways of substantially improving physician throughput,4

holding quality and practice pattern efficiency constant?  5

In our recommendations historically we have not6

yet incorporated the Congressional notion of what kind of an7

update is needed for the efficient practice of any provider,8

within any provider group.  But I think there are some9

opportunities within the physician sector, and I don't think10

between now and next month it's not possible but I'd like to11

reinforce Alan's notion that if we're going to address this12

we also examine this question of what an efficient13

physician, specifically to this provider category, needs in14

order to deliver high quality services with an efficient15

practice pattern longitudinally. 16

MR. HACKBARTH:  Anyone else?  17

Okay, let us now turn to the public comment18

period.  I am greatly surprised to see Dr. Rich at the19

microphone. 20

MR. RICH:  I promise I'll make my comments brief. 21

I know a lot of you are trying to get to the Northeast where22
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there's a storm going.1

First of all, I'd like to thank the staff and the2

commissioners for consideration of my comments last month. 3

I'd like to separate my comments and address the issue of4

the crisis in primary care that was addressed by Dr.5

Milstein, Crosson and Ray.  There is not a linear relation6

between valuation, income and manpower.  As we found out,7

manpower is very, very complex when we look at the GMNAC8

reports.  9

To answer your question, Mr. Chairman, about the10

devaluation of EM, I had some research done by my staff who11

-- she was delayed by a storm in Chicago.  But if you look12

at the 150 highest volume codes from 1992 to 1995 the13

relativity of EM is really maintained.  There's only six14

codes of very low volume and low impact that exceeded the15

increase in work RVUs for EM.  Again, if you go back to Bob16

Berenson's work at the Urban Institute, total RVU not from17

2002 to 2004 but from 1992 to 2002 indeed has gone up.18

So why hasn't the income, and why do we have this19

crisis in primary care?  As. I believe it was Mr. Scanlon20

pointed out, we cannot increase the productivity and the21

throughput in a primary care physician's office.  So despite22
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the increase in valuation, 36 percent work, if our work1

recommendations go through, 8 percent move to a single2

conversion factor, 20 percent practice expenses.  We have3

not seen the increases in income because they are fixed,4

they are time-based codes with strict evaluation and5

management guidelines, and family doctors and osteopaths in6

general cannot increase their throughput.  7

I just finished consulting with Tom Bodenheimer8

who's a family practitioner at the University of California,9

San Francisco and he came to the same analysis that I have,10

that indeed the process with income is due to an decrease in11

-- the inability to increase productivity.  I can do it as12

an ophthalmologist moving my cataracts from a slow13

outpatient department in a hospital to an ASC and double my14

productivity without increasing the rate per 100,00015

beneficiaries.  Ray cannot do that.  16

I'd like to briefly address the specific staff17

recommendations.  The RUC recommendations for18

representation.  Again, it is a Senate type thing.  You're19

not allowed to debate your codes.  It's a secret ballot. 20

I'd point out that there's 26 rather than 23 voting members21

and certainly osteopaths are considered primary care.  22
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To address Ms. Burke's comments about what1

percentage of EM is done by other specialties, and it's2

actually fairly substantial.  OB/GYN is 50 percent, urology3

34 percent.  If you throw in the eye codes, I'm 42 percent. 4

So there a lot of specialties that provide EM.5

Having said that, both discussions with ACP and6

with the AMA, there is consideration to add new spots to the7

RUC and target them for pure cognitive services.  8

Recommendation two, an expert panel, great idea. 9

Again, because frankly, doctors are not going to walk up to10

the RUC and say, I'm overvalued.  I think it's a wonderful11

mechanism for the five-year review.  12

Automatic review, I agree with all the comments13

about change in volume and change in site of service.  14

Automatic reductions.  As Dr. Reischauer pointed15

out, there is huge variability in new codes, and we will16

supply those to you.  Some of them do have new technology,17

or where clinical staff time could be substituted. 18

Currently, starting in 2005, the RUC flags these when they19

come through as new codes.  They don't wait for a five-year20

review.  They are brought back in a time basis, two to three21

years, to look to see if indeed technology has changed the22
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physician work.  1

Also, we look very carefully at practice expenses. 2

We have a look back provision that CMS has adopted now and I3

think that's actually a huge area that's been overlooked. 4

But we have a volume or a dollar amount of devices or cost5

of equipment that automatically triggers a review in, I6

think it's two to three years.  I'm not sure.7

Recommendation five, mandated periodic review. 8

Good idea, but as some pointed out, huge resources are9

needed.  We've already reviewed 85 percent of the codes, the10

codes that provide 85 percent of Medicare expenditures.  The11

remaining ones are very, very low volume, 200 cases a year,12

50 cases a year.  I think there has to be some thought given13

into expanding that and looking at the work entailed.  14

Again, thank you for the time.  15

MR. REGAN:  Mr. Chairman, my name is Jim Regan.  I16

was here last month.  This is my second visit in a row. 17

It's not that far for me.  Fortunately, I only have to come18

from Georgetown so even in the snow it's not too bad.  I'm a19

practicing urologist at an academic medical center.  I'm a20

member of the RUC.  I've been a member of the PEAC almost21

from the beginning.  I'm chairman of the American Urologic22
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Association's Health Policy Council.1

In the two meetings that I've been here I've been2

struck just a little bit about the fact that primary care3

for some reason seems to be a sacred cow.  Of course, I need4

primary care physicians and my patients need primary care5

physicians and I don't mean to denigrate them in any way. 6

But I would like you also when you address manpower issues7

or you think about that, think also about, for instance, my8

specialty, urology.  9

My mother, my primary care colleagues all seem to10

say, oh, you're a urologist.  But my response always is,11

yes, but sooner or later we're going to get you.  And that's12

true with our aging Medicare population.  We project maybe a13

shortage of as many as 2,000 urologists by the year 2020, so14

I just wanted to speak to that.  15

The second thing I wanted to mention is to address16

what Bill had said, that not only do primary care physicians17

do E&M services and submit bills for that, so it's wrong to18

think, as we all are guilty of, of saying, E&M equals19

primary care.  That's not always the case.  Nor is it the20

case to assume that cognitive physicians do not do21

procedures or do not bill for tests or imaging.  That also22
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is happening as well.  1

The third thing and final thing is, along those2

same lines, I think it's wrong to carve out E&M for primary3

care and assume that their E&M is somehow more valuable than4

my E&M.  As urologist I give longitudinal care also.  5

I would just like to thank you for your time.  6

MS. McILRATH:  Sharon McIlrath with the AMA.  I7

just wanted to make an observation about the findings that8

you had on the quality MACIEs and to just note that that9

causes a problem with the SGR, because as you found, more10

things were done in the physician side.  Yes, that did you11

create savings over on the hospital side.  But in the silo12

mentality that we have, physicians are going to be penalized13

for that.14

I also wanted to point out that on the billing15

numbers, I don't know if this is actually reflected in there16

or not, but there were some changes.  CMS was encouraging17

people to go to individual billing as opposed to billing18

through a clinic number.  You may want to look at that and19

see if that has any effect.  20

Finally, I just wanted to say with regard to the21

Secretary and the suggestions that the AMA provided, we22
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provided them with a list of 45 things that was collected1

from the specialties on things that they thought were2

contributing to volume increase.  CMS looked at four or five3

of those.  They did not look at things such as the impact4

that practice parameters, quality measurement, was having on5

the volume of physician services.  6

So one of the things that in fact you have7

identified in this report they did not pay any attention to. 8

So I do not think that their assessment -- not that the list9

was ever intended to say this is a complete explanation. 10

But I do not think that their particular review was very11

comprehensive.  12

MR. HACKBARTH:  Okay, thank you and we'll see you13

in January.  14

[Whereupon, at 11:49 a.m., the meeting was15

adjourned.]16
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