
I dare say that every physician in the
United States is aware that the
Medicare program pays doctors less
in 2007 than it did in 2001.
Physician expenses have been
increasing annually—office rent, staff
salaries, and malpractice insurance
premiums increase every year. What
in the world are the bureaucrats who
run Medicare thinking? 

Attempts to limit spending
When the Medicare program was
established in 1965, spending on
physician services was modest, and
local fee schedules were the rule. But
Medicare spending grew dramatically
over the next decades (see Figure 1).
In 1975 Congress intervened, limiting
physician fee schedule increases to
the rate of growth of the Medicare
Economic Index. Spending continued
to increase, and by 1984, Congress
actually froze physician fee increases.

In 1987, 1992, and 1997,
Congress imposed mathematical
formulas intended to rein in physi-
cian spending. The last of those
formulas, called the sustainable
growth rate (SGR), has determined

the physician fee schedule since 1997.
The SGR formula prevents spending
on physician services from growing
much faster than real per capita gross
domestic product. Because of rapid
growth in spending on chemothera-
peutic drugs and on imaging studies,
as well as a more modest but very
real growth in volume of other physi-
cian office services, the amount of
money in the Medicare Part B pie
available to pay physicians for an
office visit has shrunk considerably.

The SGR formula has dictated a
reduction in the physician fee
schedule every year since 2001.
Congress has intervened every year
except 2002 to prevent the negative
update, but the formula remains on
the law books. Now, the Centers for
Medicare and Medicaid Services
(CMS) has predicted that physician
payments will have to be reduced by
9.9 percent in 2008.

Congress is exploring alternatives
to the SGR, but the budgetary impli-
cations are sobering. Freezing physi-
cian fees for the next 10 years would
increase Medicare spending by $171
billion. Allowing physician spending

to increase at the rate of the
Medicare Economic Index for the
next 10 years would cause Medicare
spending to increase by $252 billion.

What’s a doctor to do?
This year, physicians do have an
opportunity to pry a few more
dollars out of the Medicare program.
Under the Physician Quality
Reporting Initiative (PQRI), Congress
has allocated money to be awarded
to participating physicians who
report on quality measures to CMS.

Physicians—including orthopaedic
surgeons—should consider partici-
pating in the PQRI. Measures
reporting begins on July 1, 2007,
using the Medicare claim form that

the office generates already.
Physicians who participate will get a
check from Medicare, as well as a
confidential report, which will give
the reporting physicians a sense of
their personal performance.

Unlike the hospital quality meas-
ures, physician measures will not be
disseminated to the public. There are
currently 74 measures, but
orthopaedists will only need to report
on three measures to qualify for the
payment.

Detailed specifications of the
measures are now available on the
PQRI Web site. It should be a simple
matter for a practice to develop a

REIMBURSEMENT AND REGULATION May 2007 AAOSNow 43

few instances of quality measure data.
The bonus will be calculated based

on the physician’s National Provider
Identifier (NPI), but the check will be
payable to the appropriate pay
number. Practices that have multiple
physicians using the same pay
number will need to decide how to
distribute the money to the individual
physicians. The practice will be able
to obtain a report showing the
reporting by each individual physi-
cian, so making the distribution
calculation should not be difficult. If
you don’t yet have your NPI, see the
article on page 35 for information on
obtaining one.

The FAQs on PQRI
The PQRI Web site includes several
“Frequently Asked Questions
(FAQs),” and I’ve frequently been
asked questions as well. Following
are some commonly asked questions
and answers:

I am a reconstructive surgeon who

also takes emergency room (ER)calls.

If I choose to report on the four

orthopaedic measures (#20-23), do I

have to report them for the ER

trauma and fracture cases as well as

my joint reconstruction cases?

Yes. If you choose to report on those
four measures, you must report them
for all eligible procedures.

How much will it cost to collect

the data compared to what I might

receive as a bonus?

There are varying estimates for this,
but I can imagine a scenario in which
it would cost very little. The AAOS is
developing a worksheet that will
include all reportable procedures with
their applicable CPT level II or G-
codes. A billing clerk could be
instructed to use this worksheet and
add the appropriate CPT or G-codes
to the CMS 1500 form used to report
the procedure. This makes reporting
automatic and costs almost nothing.
The documentation will be in the
hospital record; although you may

need to ensure that the documentation
is properly included in the record, this
should be a minimal expense.

Why should I bother to participate?

In addition to the bonus, you will
reap other benefits by participating in
the PQRI program. There is little
doubt that PQRI will be expanded in
2008. By participating in 2007, you
have a chance to practice on a volun-
tary reporting process without penal-
ties for not getting it right. NOW
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Medicare pays doctors less in 2007
than it did in 2001. Under the PQRI,
physicians can pry a few more dollars
out of the Medicare program.

Orthopaedists need only report 
on 3 measures to qualify

See PQRI, page 45
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