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Medicare Physician Fee Cut Fixed—The Saga Continues

On February 14, 2011, President Obama’s administration released a proposed 
budget for the 2012 fiscal year that provides for a two-year extension of the 
sustainable growth rate formula. The proposed budget calls for canceling 
Medicare reimbursement cuts for physicians for two years and freezing pay-
ments during that time. The budget document does state that “the Admin-
istration is committed to working with the Congress to achieve permanent, 
fiscally responsible reform;” however, it provides payment offsets for only the 
first two years at a cost of approximately $62 billion. According to the Depart-
ment of Health and Human Services, the cost of a 10-year fix is about $370 
billion. 

Over the last couple of years, Congress has opted to implement a series of 
short-term fixes rather that permanently fixing the system or adopting a new 
payment mechanism. While physician groups have advocated for a perma-
nent fix, they are likely to welcome a two-year solution over the short-term 
payment patches. According to Dr. Roland Goertz, the President of the Ameri-
can Academy of Family Physicians, “[the proposed] budget would lay the 
groundwork for an eventual legislative solution to the dysfunctional Medicare 
physician payment formula that has destabilized elderly and disabled Ameri-
cans’ access to the health services they need.”1

We recently reported in an AGG Client Alert on January 5, 2011,2 that the 
Medicare and Medicaid Extenders Act of 2010 (HR 4994), signed into law by 
President Obama on December 15, 2010, delayed scheduled cuts to physi-
cians’ Medicare payments, including a 25 percent cut slated to go into effect 
January 1, 2011, for one year.  We will continue to keep track of these physi-
cian-payment issues.

1 Statement available at http://www.aafp.org/online/en/home/media/
releases/2011newsreleases-statements/fy12-budget.html.

2 http://www.agg.com/media/interior/publications/Welch-Blakely-Medicare-Physician-Fee-
Cut-Fixed-For-One-Year.pdf
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