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Enact Medicare Payment Reform

Background: Since December of 2020, Congress has acted to mitigate statutorily required reductions to the Medicare Physician Fee Schedule (MPFS) by applying a positive adjustment to the MPFS conversion factor (CF), the basic starting point for calculating Medicare reimbursement. Most recently, as part of the One Big Beautiful Bill Act (OBBA), Congress added a one-time additional 2.5% to the CF for calendar year (CY) 2026. 

When combined with changes to Relative Value Units (RVUs), this Congressional effort, a result of ongoing advocacy from the provider community, resulted in a CY 2026 conversion factor that is more than 3% above CY 2025. 

Issue: This year-over-year need for Congressional adjustments to the CF clearly demonstrates that the current Medicare physician payment system is broken. There are three key components of Medicare payment reform. 
1) The MPFS needs Medicare Economic Index (MEI) based inflationary update. The MPFS is the only major fee schedule without an inflationary update, leaving physicians particularly vulnerable to compounding financial factors. This generates significant instability for health care professionals and threatens beneficiaries’ timely access to essential health care services. 
2) Legislative changes are needed to the statutorily required application of budget neutrality. These changes, as outlined in H.R. 8163, the Provider Reimbursement Stability Act, will help mitigate large swings in the CF. 
3) Value based care programs legislated by the Medicare Access and Chip Reauthorization Act of 2015 (MACRA) such as the Merit Based Incentive Payment Programs (MIPS) and Alternative Payment Models (APMs) need to be reevaluated to ensure all physicians can meaningfully participate. 

In the absence of long-term reform, Congress must continue to provide short term relief to ensure physicians can continue to provide patients with high quality care. 

House and Senate Recommendations:
· Congress must enact policies that permanently reform the Medicare payment system to ensure stability for physicians and their patients and bolster patient access to care.
· In the absence of permanent reform, Congress must continue to provide updates to the MPFS CF to avoid large reductions which threaten patient access to care and destabilize the health care delivery system. 
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