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Will reimbursement policies create 
an access crisis? 
By Jeffrey R. Binder

As of this writing, Congress is
working on legislation to forestall a
10.6 percent cut in physicians’ fees
under the Medicare program.
Although the reprieve is welcome, it
is hardly the end of the war.
Without a permanent solution to fix
the formula by whi ch Medicare
calculates physician fees, planned
cuts will simply be delayed. As it
stands, by 2016, physician pay ments
are scheduled to be cut 40 percent
from 2001 levels, while practice
expenses will increase 40 per cent
above 2001 levels (Fig.1).

Clearly, policymakers do not
fully appreciate the value of
surgical care in general, or of
orthopaedic care in particular.
Current reimbursement policies, in
combination with other pressures
on orthopaedic surgeons, run the
risk of compromising patient access
to these important procedures. 

A perfect storm: Patient
demand, physician shortage,
and reimbursement cuts
Demand for orthopaedic services is
expected to surge in the coming
years. Doctor-diagnosed arthritis is
expected to increase 40 percent
from 2005 to 2030, while the
number of patients with limited
daily activities from arthritis is
expected to increase 42 percent
during the same period. 

We can expect even more accel-
eration in the need for total joint
replacement. Demand for primary
total hip arthroplasties is expected
to grow by 174 percent and 
for total knee arthroplasties, by
673 percent by 2030.

To further compound this trend,
most people who need total joint
replacements do not receive them.
According to the 2003 National
Institutes of Health Consensus
Panel Report on Total Knee
Replacement, only 9 percent to 
13 percent of total joint replace-
ment candidates have been willing
to undergo the procedure. As
patients become more aware of
their options and the success of

total joint replacement, demand
may reach even higher levels. 

Will there be an adequate supply
of surgeons able to perform these
procedures? Many authorities have
already predicted a future shortage
of physicians in general, with short-
fall estimates ranging from 55,000
to 200,000 by 2020. Within
orthopaedics specifically, the
number of orthopaedic surgeons
per 100,000 citizens has grown at
an average rate of only 1.1 percent
per year from 1994 to 2004. 

Although the American College
for Graduate Medical Education
has increased the number of resi-
dent positions, it is far from clear
that this will compensate for
impending retirements and
expanding demand for ortho -
paedic care. This is especially true
in certain subspecialties, where
young orthopaedic surgeons are
justifiably concerned about future
economics. For example, in the
2007-2008 fellowship year, 38 per -
cent of U.S. total joint replacement

fellowships went unfilled.
As patients approach retirement

age, so too do orthopaedic
surgeons. Already 53.2 percent of
orthopaedic surgeons are age 50 or
older, and the mean retirement age
is 59 years old. Impending surgeon
retirement may have a significant
impact on patient access to
specialty care. If a significant
percentage of these surgeons are
motivated to retire early due to
declining reimbursement, we may
encounter a severe shortage of
skilled surgeons. Indeed, a recent
report found that the major factors
affecting orthopaedic surgeons’
decisions to retire are malpractice
costs, regulation, and decreasing
reimbursement.

With demand for orthopaedic
services threatening to overwhelm
the supply of orthopaedic surgeons
able to provide them, Medicare
has chosen precisely the wrong
path: discouraging surgeons from
performing life-changing
orthopaedic procedures by drasti-

cally cutting their pay. From 1992
to 2007, Medicare has reduced
orthopaedic surgeon pay by 28 per -
cent for the 25 most commonly
performed procedures. Total joint
surgeons have been especially hard
hit, sustaining cuts of 42 percent to
45 percent in payments since 1992
(Table 1).

Surgeons have responded
admirably to these changes—not
by reducing treatment of Medicare
patients, but by improving their
productivity. Between 1987 and
2006, Medicare fees for total hip
replacement dropped 69 percent,
but services per 1,000 patients
increased 60 percent. For total
knee replacement, fees dropped 
66 percent, but services increased
283 percent. 

According to the Medical
Group Management Association’s
Physician Compensation and
Production Survey Report for
2002-2006, specialists increased
their productivity 107.1 percent
from 1990 to 2005, while compen-
sation during the same period
increased only 56.2 percent.
Although incomes for orthopaedic

SOUND OFF

1992 Medicare 2007 Medicare Percent Inflation-adjusted 
Procedure Physician Payment Physician Payment change percent change

Total knee 
replacement $1,816 $1,465 -19 -44

Total hip 
replacement $1,697 $1,361 -20 -44

Revision total 
hip replacement $2,215 $1,862 -16 -42

Revision total 
knee replacement $2,123 $1,689 -20 -45

Table 1  The impact of Medicare payment cuts on joint replacement procedures

Fig. 1  As practice expenses have risen steadily, Medicare’s physician payments
have remained level; without a permanent fix to the sustained growth rate
formula, they will soon begin a precipitous drop.
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