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CMS Proposes Increased Reimbursement for Hospitals but a Decrease for Physicians in 2025

The Centers for Medicare & Medicaid Services (CMS) released its proposed changes to the fee
schedule for 2025 on July 10. Hospital compensation will increase by 2.69% from 2024 for hospital
outpatient services and 2.8% for mpatient services (1). In contrast, physician payment will
DECREASE 2.8% (2). This continues the trend in CMS reimbursement. Over the past 20 years,
physician pay has plummeted by 269% when adjusted for inflation while hospital reimbursement

has surged by 70% (3).

The proposal drew quick criticism from the American Medical Association (AMA) and the
Medical Group Management Association (MGMA) (3). "With CMS estimating a fifth consecutive
year of Medicare payment reductions — this time by 2.8 percent — 1it's evident that Congress must
solve this problem," AMA President Bruce Scott, MD, said. "In addition to the cut, CMS predicts
that the Medicare Economic Index — the measure of practice cost inflation — will increase by 3.6
percent. Facing this widening gap between what Medicare pays physicians and the cost of
delivering quality care to patients, physicians are urging Congress to pass a reform package that
would permanently strengthen Medicare." MGMA's Senior Vice President of Government Affairs,
Anders Gilberg, said the 2.8% reduction to the conversion factor would be alarming in the best
circumstances, but to propose doing so at a time when 92% of medical groups report increased
operating costs and are otherwise struggling to remain financially viable 1s critically short-sighted.
Gilberg added "Medicare physician reimbursement is on a dire trajectory and these ongoing cuts
continue to undermine the ability of medical practices to keep their doors open and function
effectively — the need for comprehensive reform is paramount".

Opver the time period of decreasing physician reimbursement, there has been a dramatic change in
physician employment. Now 77% of physicians are employed, a dramatic increase from 26% only
10 years ago (5). The reason most often cited has been declining reimbursement. Although cost
containment 1s often cited as a reason for the decline in physician payments. It should be apparent
that CMS’ “cost containments” have done little to stem the rising costs of healthcare (6). Some
have associated increasing physician employment for decreasing access and quality of care (4,7).

A recent comment from George Parides asserts “what 1s happening now 1s what the government,
Centers for Medicare and Medicaid Services (CMS) and all hospital systems want to happen. They
want full, and I mean FULL control of all physicians ...” (8). Nothing has really changed with the
proposed changes in fee schedules. The trend of healthcare away from a charitable, not-for-profit
501c to a not-for-profit in name only business focused on revenue and profits continues (7).
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