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Closing the Self-Referral Loophole and Preserving Medicare Integrity

Bipartisan Groups Support Closing Self-Referral Loophole
Momentum is mounting to end self-referral abuse in Medicare. AIM’s proposed solution to close
the self-referral loophole has gained recent endorsements from bipartisan groups and President Obama.
April 2013: President Obama’s 2014 budget proposal.
“Exclude Certain Services from the
In-Office Ancillary Services Exception: The in-office ancillary services
exception was intended to allow physicians to self-refer quick turnaround
services. While there are many approBUDGET
OF THE U.S. GOVERNMENT
priate uses for this exception, certain
services, such as advanced imaging
and outpatient therapy, are rarely performed on the same day as the related
physician office visit. Additionally,
evidence suggests that this exception
may have resulted in overutilization and rapid growth of
certain services. Effective calendar year 2015, this proposal
would seek to encourage more appropriate use of select
services by excluding radiation therapy, therapy services
and advanced imaging from the in-office ancillary services
exception to the prohibition against physician self-referrals
(Stark law), except in cases where a practice meets certain
accountability standards, as defined by the Secretary.
[$6.1 billion in savings over 10 years]”
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April 2013: The Bipartisan Policy Group, Former Senate
Majority Leaders Tom Daschle (D-SD) and Bill Frist (R-TN),
former Senator Pete Domenici (R-NM), and former White
House and Congressional Budget Office Director
Dr. Alice Rivlin.
“5. LIMIT THE IN-OFFICE EXCEP-

TION TO THE PHYSICIAN
SELF-REFERRAL LAW
(FY2014–2023 Budget Savings:
$6.1 Billion)
The president’s FY 2014 budget
included a proposal to limit the
A Bipartisan Rx for
Patient-Centered Care
in-office exception to providers who
and System-Wide
Cost Containment
meet accountability standards. We
are supportive of this approach.
Limiting self-referral for imaging and
other tests to providers who participate in advanced payment models,
in which providers are accountable for cost and quality, is in
alignment with our overall vision for health-system reform.”

April 2013: Erskine Bowles and
Alan Simpson, Moment of Truth
Project.
“Physician self-referrals should
be further restricted and better
monitored, including narrowing
the ancillary service exception.”

August 2012: New England
Journal of Medicine
“A Systemic Approach to
Containing Medicare Spending,” was written by former
high ranking administration officials and premier health
policy experts.
“Expand the Medicare Ban on
Physician Self-Referrals
We believe that the Stark
law should be expanded to
prohibit physician self-referrals
for services that are paid for by
private insurers. In addition, the
loopholes for in-office imaging, pathology laboratories,
and radiation therapy should
be closed. Physicians who use
alternatives to fee-for-service
payment should be exempted
because these methods reduce
incentives to increase volume.”
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ELECTION 2012
In this election year, U.S. national spending on health care will reach $2.8 trillion, or about 18% of total spending on all goods
and services. This high level of spending reduces our ability to invest in other important parts of the economy and also adds to our
unsustainable national debt. There is wide agreement that we must find ways to bend the health care cost curve. Taking different
approaches, the two articles that follow present a range of options, including reducing both the prices and quantity of services for
public and private payers, reducing administrative costs, implementing new market-based incentives, and reforming the tax
subsidy for employer-sponsored health insurance. It is our hope that these articles will stimulate discussion and debate on the best
ways to address the cost problem and to place our health care system on a more sustainable path.

A Systemic Approach to Containing Health Care Spending
Ezekiel Emanuel, M.D., Ph.D., Neera Tanden, J.D., Stuart Altman, Ph.D.,
Scott Armstrong, M.B.A., Donald Berwick, M.D., M.P.P., François de Brantes, M.B.A.,
Maura Calsyn, J.D., Michael Chernew, Ph.D., John Colmers, M.P.H., David Cutler, Ph.D.,
Tom Daschle, B.A., Paul Egerman, B.S., Bob Kocher, M.D., Arnold Milstein, M.D., M.P.H.,
Emily Oshima Lee, M.A., John D. Podesta, J.D., Uwe Reinhardt, Ph.D., Meredith Rosenthal, Ph.D.,
Joshua Sharfstein, M.D., Stephen Shortell, Ph.D., M.P.H., M.B.A., Andrew Stern, B.A.,
Peter R. Orszag, Ph.D., and Topher Spiro, J.D.
National health spending is projected to continue to grow faster than the economy, increasing
from 18% to about 25% of the gross domestic
product (GDP) by 2037.1 Federal health spending
is projected to increase from 25% to approximately 40% of total federal spending by 2037.1
These trends could squeeze out critical investments in education and infrastructure, contribute to unsustainable debt levels, and constrain
wage increases for the middle class.2,3
Although the influx of baby boomers will increase the number of Medicare beneficiaries,
growth in per capita health costs will increasingly drive growth in federal health spending
over the long term.1 This means that health costs
throughout the system drive federal health spending. Reforms that shift federal spending to individuals, employers, and states fail to address the
problem. The only sustainable solution is to control overall growth in health costs.
Although the Affordable Care Act (ACA) will
significantly reduce Medicare spending over the
next decade,4 health costs remain a major challenge. To effectively contain costs, solutions must
target the drivers of both the level of costs and
the growth in costs — and both medical prices
and the quantity of services play important roles.
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Solutions will need to reduce costs not only for
public payers but also for private payers. Finally,
solutions will need to root out administrative costs
that do not improve health status and outcomes.
The Center for American Progress convened
leading health-policy experts with diverse perspectives to develop bold and innovative solutions that meet these criteria. Although these
solutions are not intended to be exhaustive, they
have the greatest probability of both being implemented and successfully controlling health
costs. The following solutions could be implemented separately or, more effectively, integrated
as a package.

Pr omote Payment R ates
WITHIN GLO B AL TAR GE T S
Under our current fragmented payment system,
providers can shift costs from public payers to
private payers and from large insurers to small
insurers.5 Since each provider negotiates payment
rates with multiple insurers, administrative costs
are excessive. Moreover, continued consolidation
of market power among providers will increase
prices over time.6 For all these reasons, the current system is not sustainable.

nejm.org

The New England Journal of Medicine
Downloaded from nejm.org on August 2, 2012. For personal use only. No other uses without permission.
Copyright © 2012 Massachusetts Medical Society. All rights reserved.

Economic Policy Program
Economic Policy Project

Health Program
Health Project

April 2013

November 2012: The Center for American Progress,
Senior Protection Plan.
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“Expand Medicare’s ban on physician self-referrals
The Stark law should be expanded to prohibit physician
self-referrals for services that are paid for by private insurers.
Within three years, the loopholes for in-office imaging,
pathology laboratories and
radiation therapy should be
closed. An exception should
apply to physicians who use
alternatives to fee-for-service
payment, which reduce incenThe Senior Protection Plan
tives to increase the volume
of services.”
$385 Billion in Health Care Savings Without
Harming Beneﬁciaries

The Center for American Progress Health Policy Team

November 2012
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