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Background: Physician payments have declined significantly due to budget neutrality rules and
reimbursement cuts. Since 2001, Medicare payments to physicians have dropped by 33% when
adjusted for inflation. These reductions have been compounded by 2% annual sequestration cuts
introduced after the Affordable Care Act (ACA), which continues through 2032. Despite their
long-term impact, sequestration cuts receive little public attention.

Congress has historically delayed or softened these cuts. However, in 2025, a bill that would
have adjusted payment rates was removed from the continuing resolution, resulting in continued
reductions. Meanwhile, insurance premiums have risen nearly 400%, highlighting the disparity
between healthcare costs and physician compensation.

Ironically, while physicians face significant payment cuts, the Centers for Medicare & Medicaid
Services (CMS) proposed on January 10, 2025, a 4.3% payment increase for Medicare Advantage
plans—totaling $21 billion in 2026 and an estimated $210 billion over the following decade starting
in calendar year 2026. This proposal comes amid ongoing concerns about Medicare Advantage
overpayments, estimated at nearly $100 billion annually, and additional funding through annual
premiums of $198 from all Medicare beneficiaries, amounting to roughly $13 billion per year.

In response, the American Society of Interventional Pain Physicians (ASIPP) submitted a nonpartisan
reform proposal advocating for telehealth protections and elimination of sequester cuts—measures
that have received strong bipartisan support in Congress.

Current Status: Both the House of Representatives and the Senate voted to pass a reconciliation
bill—nicknamed the “Big Beautiful Bill”, which has been signed into law by the President recently.
It proposes an $8.9 billion investment in the Medicare Physician Fee Schedule, with a 2.25%
update in 2026.

The proposal does not address the budget neutrality provision, growing practice costs, inflationary
pressures, or ongoing sequestration and pay-as-you-go (PAYGO) cuts. It also fails to resolve issues
with the Medicare Access and CHIP Reauthorization Act (MACRA), particularly within the Merit-
Based Incentive Payment System (MIPS).

Conclusion: On November 1, 2024, CMS finalized a 2.8% cut to physician payments—an
estimated $20 billion—while also eliminating telehealth services. These cuts continue to threaten
physician sustainability and patient access to care.

Key words: Physician payment reform, telehealth services, non-partisan proposal, Affordable
Care Act (ACA), sequester cuts, budget neutrality adjustments, Pay-As-You-Go Act (PAYGO)
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n November 1, 2024, the Centers for

Medicare and Medicaid Services (CMS) issued

a final rule for physician payment (1), which
included several significant changes. Among them
was the elimination of certain telehealth services and
a 2.8% reduction in payments for physician services—
amounting to an estimated $20 billion per year.

These payment reductions resulted from the expi-
ration of temporary increases that had been enacted to
counter conversion factor cuts in prior years: 3.75% in
2021, 3% in 2022, 2.5% in 2023, and a projected 2.93%
in 2024. The final rule incorporated a 0% budget neu-
trality and inflation update, which continues to drive
down the conversion factor. In the Medicare program,
budget neutrality mandates that any increase in pay-
ments for one service area must be offset by reductions
in other areas, ensuring that overall Medicare spend-
ing remains stable despite changes in specific payment
schedules. Unfortunately, physician payments are
not indexed to inflation, leading to a 33% decline in
inflation-adjusted reimbursement from 2001 to 2025.
As a result, physician compensation continues to be
undermined by frequent and significant redistributions
driven by budget neutrality adjustments and the ab-
sence of inflationary updates. These budget neutrality
provisions were established under the Omnibus Budget
Reconciliation Act of 1989 and remain a fundamental
component of Medicare payment policy (2).

Physicians are also subject to the ongoing 2% se-
questration cuts, scheduled to remain in effect through
2032. These cuts, mandated under the Budget Con-
trol Act of 2011 (BCA) (3) to support the Affordable
Care Act (ACA), result in automatic, across-the-board
reductions in federal spending and have rarely been
acknowledged in public policy debates. Sequestra-
tion is not subject to the discretion of the President or
Congress; it is triggered automatically when spending
limits are exceeded. Generally, sequestration imposes
equal percentage cuts across all non-exempt programs.
It is intended to motivate lawmakers to stay within
budgetary constraints or to pass legislation that meets
specific fiscal objectives. The Budget Control Act of 2011
introduced sequestration as part of a broader strategy
to reduce the federal deficit and rein in government
spending. Additionally, the Fiscal Responsibility Act
(FRA) included a potential sequestration mechanism
that could be activated if Congress fails to complete
the appropriation process for fiscal year 2024 (4). This
mechanism has been shown to be effective through
2032. However, the White House Office of Manage-

ment and Budget (OMB) reported that sequestration is
not required for the current fiscal year, as enacted ap-
propriations remain within the established discretion-
ary spending limits. Even then, sequestration is alive
and well, continuously draining physician practices.

Additionally, although physicians temporar-
ily avoided a 4% reduction under the Pay-As-You-Go
(PAYGO) provisions, that threat remains (5). The Statu-
tory Pay-As-You-Go Act of 2010 (5), signed into law by
President Obama, mandates automatic cuts when new
legislation adds to the federal deficit. The Statutory
Pay-As-You-Go Act of 2010 (PAYGO) requires Congress
to offset any new legislation that increases the fed-
eral deficit, whether through increased spending or tax
cuts. If a bill is projected to add to the deficit, auto-
matic spending reductions are triggered to offset the
increase. Unfortunately, the Big Beautiful Bill may in-
crease the deficit, thereby activating PAYGO provisions.
According to the House Budget Committee Report
from the Democrats, this would result in an automatic
4% cut to most Medicare spending, including payments
to hospitals, physicians, and Medicare Advantage Plans.
The Congressional Budget Office (CBO) estimates that
the bill would lead to a $45 billion reduction in Medi-
care funding in 2026, increasing to $75 billion by 2034.
Unlike sequestration cuts, Congress has the authority
to prevent PAYGO cuts by taking action before the end
of the year. In the past, they have done so by either
excluding the legislation from the PAYGO scorecard or
passing measures to delay or cancel the cuts altogether.
However, repeated delays are dangerous—as the cuts
accumulate, we may eventually face reductions as high
as 20%.

In contrast, on January 10, 2025, CMS proposed a
4.3% payment increase to Medicare Advantage Plans,
amounting to $21 billion in 2026 and approximately
$210 billion over the following decade (6). This pro-
posal comes amid growing concerns about Medicare
Advantage overpayments, including $44 billion due to
favorable selection, $40 billion from risk adjustment
discrepancies, and $15 billion for duplicative coverage
of veterans who already receive benefits through the
Veterans Administration (VA). According to the Medi-
care Payment Advisory Commission (MedPAC), tradi-
tional Medicare beneficiaries also face higher costs,
contributing an additional $198 annually—totaling
roughly $13 billion per year (7-15).

The proposed budget reconciliation bill—referred
to as the “Big Beautiful Bill"—includes an $8.9 billion
investment into the Medicare Physician Fee Schedule
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and offers a 2.25% payment update in 2026 (16). How-

ever, beyond that, updates would be limited to only

10% of the Medicare Economic Index (MEI)—resulting

in an approximate 0.3% annual increase. This approach

falls significantly short of addressing inflation or the
rising cost of delivering care. A CBO estimate of bills
introduced in Congress projected annual expenditures

of $20 billion, amounting to $240 billion over a 10-

year period—significantly higher than the originally

proposed $8.5 billion, which is considered highly in-
adequate (17,18). Furthermore, the Senate eliminated
this provision. The proposal fails to:

e Adequately account for inflation or the increasing
cost of medical practice (16-21)

e  Address budget neutrality adjustments (19,20);

e Remedy structural deficiencies in the Medicare Ac-
cess and CHIP Reauthorization Act of 2015 (MAC-
RA), especially the Merit-Based Incentive Payment
System (MIPS) (21);

e Eliminate or mitigate the continuing 2% seques-
tration cuts;

e Prevent future reductions such as the 4% PAYGO
cuts, which remain a serious threat to physician
stability.

The actual cost for appropriate physician payment
reform is $24 billion annually—or $240 billion over 10
years—not the $8.9 billion currently proposed (16-21).

Figure 1 illustrates the continuing decline in phy-
sician payments. In real terms, physicians are earning
33% less than they did in 2001, based on the conversion
factor. The ongoing 2% sequestration cuts—imple-
mented after passage of the ACA—continue to com-
pound these reductions and are rarely acknowledged
in public forums. Additionally, the continued threat
of a 4% PAYGO cut could result in total reductions
of up to 9% in the coming years. These cuts come
despite growing payments to other healthcare sec-
tors, particularly Medicare Advantage. In addition, the
continuous expansion of regulations, preauthorization
requirements, and rising practice costs have signifi-
cantly reduced utilization patterns for interventional
techniques—by as much as 25% over the past few
years and approximately 5% to 10% annually (22-27).
Furthermore, similar to trends seen in other specialties,
reimbursements for interventional techniques have
declined, with an estimated 33% decrease in inflation-
adjusted payments since 2001 (28).

In response, the American Society of Interventional
Pain Physicians (ASIPP) has submitted a Non-Partisan

Proposal for Budget Reconciliation, offering substan-
tive reform to the physician payment system and safe-
guards for telehealth services. The proposal outlines a
strategic plan:

Table 1 outlines the ASIPP proposal in detail, show-
ing how it can promote fiscal responsibility over a 10-
year horizon while ensuring sustainability for physician
practices and continued access to high-quality care.

On a national level, healthcare spending in the U.S.
continues to escalate, reaching $4.9 trillion in 2023—a

Fig. 1. Comparison of declining physician reimbursement
compared to practice costs and hospital reimbursement.
Source: Green HA. The only four products of healthcare manufac-
ture and produced with American patients. LinkedIn, January 14,
2023.
https://www.linkedin.com/pulse/four-products-healthcare-manu-
factured-produced-howard-a-green-md/

Table 1. A non-partisan proposal for budget reconciliation of
$878 billion over 10 years.

SAVINGS

Savings from Medicare Advantage Plans: $1.2 trillion

Costs of Physician Priorities

o Reforming Physician Payment System: $240 billion
. Elimination of Sequestration Cuts: $62 billion
. Extension of telehealth services: $20 billion

Total Costs of Proposed Policy Changes: $322 billion

Proposal for Physician Payment Reform

Savings from Medicare Advantage Plans: $1.2 trillion
Total Savings: $1.2 trillion

Physician Reform Costs: $322 billion

Net Savings: $878 billion
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7.5% increase over the prior year (29,30). Medicare
remains one of the largest and fastest-growing com-
ponents of federal spending. According to MedPAC (7),
the CBO (31), and other sources, net Medicare spending
(after accounting for premiums) is projected to reach
$14 trillion over the next decade. The Medicare Hos-
pital Insurance (HI) Trust Fund—which funds Medicare
Part A and accounts for about 40% of Medicare spend-
ing (or roughly 20% of all U.S. health expenditures)—is
projected to become insolvent by 2036.

Both MedPAC and the CBO have recommended
eliminating certain overpayments within the Medi-
care Advantage program. These include $84 billion in
bonuses awarded through the star rating system and
inflated payments driven by risk scoring adjustments
(7).

Meanwhile, Congress has yet to pass physician pay-
ment reform for 2025 and discussions about retroactive
solutions remain ongoing. Despite these pressing fiscal
concerns, the Trump administration’s current budget
reconciliation framework identifies more than $1 tril-
lion in potential federal savings over the next decade.
These would come from programs overseen by the
House Energy and Commerce Committee and the Sen-
ate Finance Committee, including Medicaid. However,
these savings proposals have sparked intense partisan
debate, with critics warning of negative consequences
for patients and state budgets (31,32).

ASIPP’s proposal builds on prior analyses and
recommendations from CMS, MedPAC, and the CBO.
The most significant savings, however, are projected
to come from reforms to the Medicare Advantage
program:

1. Canceling the proposed 4.3% increase in 2026: $21
billion annually / $210 billion over 10 years

2. Eliminating duplicative VA coverage payments:
$15 billion annually / $150 billion over 10 years

3. Ending favorable selection practices: $44 billion
annually / $440 billion over 10 years

4. Reforming risk adjustment mechanisms: $40 billion
annually / $400 billion over 10 years

These reforms together would yield $120 billion in
annual savings, or $1.2 trillion over a decade.

With modest policy adjustments, including physi-
cian payment reform and repeal of sequestration cuts,
it is possible to achieve a sustainable physician pay-
ment system within the current budget reconciliation
process.

ASIPP’s detailed projections are outlined in Table 1.

Discussion

Health care spending in the United States continues
to rise sharply, reaching $4.9 trillion in 2023—a 7.5%
increase over the previous year (30). Medicare remains
a central and fast-growing component of the federal
budget. According to estimates from MedPAC (7), the
CBO (31), and other sources, net Medicare spend-
ing—after accounting for beneficiary premiums—is
projected to total $14 trillion over the next decade.
The Medicare Hospital Insurance (HI) Trust Fund, which
finances Part A and accounts for approximately 40% of
Medicare spending and 20% of total national health
expenditures, is expected to be exhausted by 2036.

Physician Payment Cuts

At the same time, physician practices face mount-
ing financial strain. Over the past 24 years, physician
payment rates have declined by 33%, even as practice
costs have steadily increased (33) (Fig. 1). The cost of
medical equipment, supplies, and technology alone
has surged—from $30.2 billion in 2017 to $57 billion in
2023—an average annual growth rate of 6.5%. Actual
increases in total practice costs may be even higher,
compounding the economic pressures faced by provid-
ers. A striking disparity has emerged: while physician
reimbursements have decreased, payments across oth-
er healthcare sectors have grown significantly. Notably,
insurance premiums have risen nearly 400% over the
same period, underscoring the imbalance.

On November 1, 2024, CMS released its final rule
for physician payment policy (1), introducing several
major changes. These included the elimination of spe-
cific telehealth services and a 2.8% reduction in physi-
cian payments—amounting to an estimated annual cut
of $20 billion.

These reductions were largely due to the expira-
tion of temporary payment increases used in prior years
to mitigate conversion factor cuts: 3.75% in 2021, 3%
in 2022, 2.5% in 2023, and a projected 2.93% in 2024.
The rule also retained the 0% budget neutrality and
inflation adjustments, which continues to drive down
the conversion factor and, in turn, physician payments.

In addition, physicians remain subject to ongoing
2% sequestration cuts, mandated under the Budget
Control Act of 2011. These cuts, intended to help fund
the ACA, are automatic and across-the-board—and are
currently projected to remain in place through 2034.

Rewards for Medicare Advantage Plans
In stark contrast to cuts under traditional Medicare,
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CMS announced on January 10, 2025, a proposed 4.3%
increase in payments for Medicare Advantage Plans (6).
This change would increase federal spending by $21
billion in 2026 alone and by approximately $210 billion
over the next decade. These increases have drawn criti-
cism, especially in light of widespread concerns about
overpayments. Key issues include an estimated $44
billion annually due to favorable selection, $40 billion
from inaccuracies in risk adjustment, and $15 billion for
duplicative coverage of veterans already receiving care
through the VA. Meanwhile, traditional Medicare ben-
eficiaries are bearing increased out-of-pocket costs—an
additional $198 per person annually, amounting to
about $13 billion in aggregate each year (31). The Of-
fice of Inspector General for the Department of Health
and Human Services (OIG-HHS) has also urged Congress
to reform Medicare Advantage, citing $17 billion in
necessary adjustments (34).

Medicare and Medicaid Insolvency

Both MedPAC and the CBO have recommended
eliminating $84 billion in bonus payments awarded
through the Medicare Advantage star rating system
and revising inflated risk scoring methodologies (7-
15,31,35-40). A growing consensus—including experts,
government agencies, and published reports—calls for
structural reforms to Medicare Advantage payment
policies. Additionally, the Department of Justice has
filed multiple lawsuits against Medicare Advantage
Plans for fraud, waste, and abuse. Recent enforcement
actions have included penalties impacting Humana'’s
star ratings, highlighting the increased scrutiny.

Simultaneously, patient financial burdens have
escalated dramatically. In some Medicare Advantage
Plans, annual out-of-pocket costs—including deduct-
ibles and copays—now exceed $10,000. Copays for
certain outpatient procedures have reached as high as
$750, with coinsurance rates of up to 20%, and denials
of medically necessary care continue to rise.

Congressional Inability

Despite mounting concerns, Congress has failed to
pass meaningful physician payment reform for 2025.
The prospect of retroactive adjustments remains un-
certain and unlikely. Lawmakers have also avoided ad-
dressing rising Medicare Advantage spending, instead
authorizing CMS to continue increasing payments
without instituting effective oversight or structural
change.

Amid this fiscal backdrop, the Trump administra-

tion and Congress have implemented several budget
savings initiatives through the budget reconciliation
process. These include efforts to reduce fraud and
abuse, as well as proposed cuts to the Supplemental
Nutrition Assistance Program (SNAP) and changes in
eligibility and enrollment standards. Although several
states have already implemented work requirements
for able-bodied Medicaid recipients, the long-term
impact of these policies remains unclear. Nonetheless,
while key safety-net programs are subjected to fiscal
constraints, Medicare Advantage continues to receive
generous increases in federal funding (32).

ASIPP’s Proposal
ASIPP's recommendations are informed by exten-

sive analyses from MedPAC, CMS, OIG-HHS, and the

CBO. Our proposed savings approach includes:

e $62 billion from continuing sequestration cuts;

e $146 billion from implementing site-neutral pay-
ment policies;

e $73 billion from restructuring the 340B drug pric-
ing program.

However, the largest savings would come from re-
forms to Medicare Advantage. Estimated savings from
specific changes include:

1. Canceling the proposed 4.3% payment increase
for 2026: $21 billion per year / $210 billion over 10
years

2. Eliminating duplicative payments for VA-covered
veterans: $15 billion per year / $150 billion over 10
years

3. Ending favorable selection practices: $44 billion
per year / $440 billion over 10 years

4. Reforming risk adjustment methodologies: $40 bil-
lion per year / $400 billion over 10 years

Collectively, these reforms could generate $120 bil-
lion in annual savings—or $1.2 trillion over a decade—
from Medicare Advantage alone.

By implementing targeted reforms—such as mod-
ernizing physician payment systems and eliminating the
sequestration cuts—while upholding essential recom-
mendations from MedPAC (7), the CBO (31), and OIG-
HHS (34), and remaining aligned with the fiscal goals of
the House Energy and Commerce Committee and the
Trump administration, it is possible to achieve physician
payment reform without reducing Medicaid funding.
This strategy is fiscally sound and remains feasible within
the current budget reconciliation framework.
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CoNCLUSION

We hereby present a non-partisan proposal
aimed at reforming the physician payment system
and preserving telehealth services, structured to
comply with the constraints of the budget reconcili-
ation process.

The proposal relies exclusively on savings from the
Medicare Advantage program, projected to total $1.2
trillion over a 10-year period.

In this proposal, total projected savings are aligned
with key physician priorities, which include:

e Reforming the physician payment system beyond

MEI adjustments: $240 billion,

e Eliminating sequestration cuts: $62 billion,
e Extending and expanding telehealth services: $20
billion.

Combined, these priorities represent a total invest-
ment of $322 billion over 10 years.
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