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president of the Louisiana Oncology Society.
“But 2005 and on is a completely different
story. At this point, it appears that we’ll take
anywhere from a 30% to 50% cut in rev-
enue.”

National concerns
Oncologists around the country agree

they are troubled by the prospect of falling
reimbursements next year.

Arnold Wax, FACP, for instance, is pres-
ident of the medical oncology division at
Comprehensive Cancer Centers of Nevada,
a Las Vegas-based practice with 12 medical
oncologists and five radiation oncologists.
He predicted that changes in Medicare reim-
bursement in 2005 will cost the practice
about $2 million in lost revenue, just on
Medicare patients alone—at least a 20% loss
of income for the medical oncology division.

While the group’s physicians have con-
sidered sending certain groups of patients to
hospitals for infusion therapy, they worry
about the liability such a move could bring.

“Sending patients to the hospital creates
an environment of liability without any
reimbursement,” explained Dr. Wax, a for-
mer Governor for the College’s Nevada
Chapter. “I can’t bill for the administration
of chemotherapy at a hospital, but I’m liable
for any error that occurs.” So far, the practice
plans to keep its four infusion sites open, but
may add more radiology services to diversify
its revenue base.

Pushing for change
The CMS’ Ms. Norwalk said she thinks

some oncologists are reacting to rhetoric
before they’ve done a thorough financial
analysis of how they will be affected. 

“I think a lot of this is scare tactics,” she
said, “instead of [groups] really taking a look
at what is available in terms of payments.”

In the meantime, ASCO is conducting
surveys and gathering more data on practice
expenses before 2005. At the same time, “we
would like to see the resources in the system
in 2004 stabilized for another two years,” said
Deborah Kamin, ASCO’s senior director for
cancer policy and clinical affairs.

That stabilization could take one of sev-
eral forms, she continued: the CMS could
keep the 32% transitional increase in place

through “some administrative action or
interpretation of the law,” she said. Or the
CMS could develop new codes to begin to
reimburse physicians for some of the social
services—such as nutrition counseling—
that oncology groups often provide to
patients but aren’t paid for. 

Another group gathering anecdotal
evidence and conducting studies is the
National Patient Advocate Foundation, a
Washington-based patient advocacy group.
According to Nancy Davenport-Ennis, the
foundation’s chief executive officer, the
group has launched a Web site (www.

acceswatch.org) to record concerns from
patients. As of the end of February, she said,
the foundation had heard anecdotal evi-
dence of changes in cancer services resulting
from Medicare reimbursement changes from

patients in 17 states. 
The group has also commissioned sever-

al studies to gauge the effect of reimburse-
ment changes on practice services and char-
ity care in oncology practices, among other
issues. “We want to be certain that as the
[Medicare reform] bill is implemented, there
are no unintended consequences that would
result in reduced access for cancer patients in
the community setting,” Ms. Davenport-
Ennis said.

ASCO’s Dr. Tempero said she is opti-
mistic that Congress will address reimburse-
ment problems this year. In fact, Congress
has directed the CMS to re-evaluate practice
expenses periodically and to increase pay-
ments to physicians if necessary. In addition,
payment changes for certain specialties,
including oncology, will not be subject to
budget neutrality requirements for the next
two years. That means that legislators can
bump up pay for one specialty without tak-
ing any payments away from another.

“If the information provided [by oncol-
ogists] were to show that we were not giving
sufficient reimbursement for practice
expenses, we would be able—outside of
budget neutrality—to increase the practice
expenses for certain specialties,” Ms.
Norwalk said. “It is not Medicare’s desire to
have patients with cancer treated in the hos-
pital if they can be treated in a physician
office setting, so we’ll continue to look at the
data.”

ACP also believes that the CMS will
make adjustments, if necessary. “We support-
ed the oncologists’ overall policy,” said Robert
B. Doherty, the College’s Senior Vice
President for Governmental Affairs and Public
Policy. “Going forward, we believe the CMS
has clear direction from Congress to review
any new data presented by the oncologists.”

At this point, analysts say that it is too
soon to say whether oncologists’ warnings

about access problems are justified.
Fortunately, analysts say, it may still be early
enough in the formula-changing process to
prevent major problems.

“If in fact there are people driving 200
miles to a hospital instead of 10 minutes to
an oncologist on more than an occasional
basis, there’s no way politically that that will
be sustained,” observed Robert A. Berenson,
FACP, a senior fellow specializing in health
care at the Washington-based Urban
Institute, a nonpartisan think tank. “If the
CMS is at all sensitive to the politics of this,
it will figure out a way to administer payment
rates that at least initially make the physi-
cians whole.” ■
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It’s not surprising that oncologists have
been the most vocal critics of reimburse-

ment changes ushered in by the 2003
Medicare reform bill. That’s because chemo-
therapy makes up a large percentage of the
typical oncology practice’s revenue.

According to the American Society of
Clinical Oncology, chemotherapy services
can account for at least 50% of revenue at
most cancer clinics, with about 80% of all
cancer patients receiving chemotherapy at
community oncology offices. In addition,
cancer drugs are among the highest-priced
drugs on the market.

“No other medical physician carries
the overhead and amount of drugs that we
do,” said John M. Rainey, FACP, an on-
cologist practicing in Lafayette, La. “We do
close to a $1 million a month in drugs.
That’s a substantial amount I’m putting out
for drugs and then trying to collect from
patients.”

But any specialist who provides on-site
infusion services will be affected to some
extent by the reimbursement changes
included in the 2003 Medicare reform bill.
Many rheumatologists, urologists and infec-
tious disease specialists are also worried that
their revenues will fall in 2005.

While they generally supported an
overhaul of Medicare reimbursement,
rheumatologists say they are lobbying to

change the codes associated with infusion
drugs for rheumatoid arthritis. The proce-
dure is no less complicated than chemother-
apy, they point out, but it is reimbursed at a
much lower rate.

“We just want access to the same kind
of complexity as our colleagues” for similar
services, said David G. Borenstein, FACP,
chair of the American College of
Rheumatology’s government affairs com-
mittee. The lower reimbursements are
affecting practice revenues now, and greater
losses are likely in 2005 when the service
reimbursement rate is cut, if the codes stay
the same.

“What will happen when rituximab
[used to treat non-Hodgkin’s lymphoma] is
approved for rheumatoid arthritis, which
will likely happen?” Dr. Borenstein asked.
“Will we not be able to use the oncology
code when we are giving the same medicine,
but for a different illness?”

While infusion typically accounts for a
smaller slice of practice revenue for rheuma-
tologists than for oncologists, most physi-
cians can’t afford to provide a money-losing
service, he added.

“Infusion is a small part of our practice,
but we still have to decide whether it costs
us money to provide it,” said Dr. Borenstein,
who is part of a private practice with 11
rheumatologists in Washington. “Up to this

point, we’ve made a profit [on infusion], but
we have to make calculations as to whether
we will or not in the future.”

Infectious disease specialists are less
affected by the changes than oncologists
because most of the antibiotics they use are
much cheaper than chemotherapy drugs,
said Larry Martinelli, ACP Member, part-
ner in a small specialty practice in Lubbock,
Texas, and chair of the outpatient paren-
teral antimicrobial therapy task force for the
Infectious Diseases Society of America
(IDSA). However, he said that 2005 is cause
for concern.

An hour of infusion costs physicians
about $135, according to IDSA data. That
amount is far beyond what Medicare allows,
Dr. Martinelli explained, but it is manage-
able with this year’s transitional increase. 

But the loss will be much harder to
absorb when the reimbursement rate drops
to $89 next year. Physicians will no longer
be able to count on an “overflow” from drug
payments to make up the difference.

“At that point, it becomes a real loss,”
he said. “We’re working with CMS to try to
get this corrected, but it’s difficult in an elec-
tion year. CMS may come back and say,
‘Look, we just gave you this huge raise’.
We’re saying, ‘Thanks, we really appreciate
it. You almost reached the point of covering
our costs.’ “ ■

Other subspecialties weigh in on reimbursement changes

Medicare reimbursement changes
Under the old system for reimbursing physicians, through 2003:

� Drugs reimbursed at 95% of a formula known as the average wholesale price.
Critics charged that the formula was not tied to actual drug costs. 

� Excess drug payments helped offset low Medicare reimbursement for practice
and administrative expenses related to on-site drug services.

As of Jan. 1, 2004:

� Drug reimbursement rate lowered to 85% of the average wholesale price. 
� Practice expense reimbursements boosted 32%, an amount known as the 

transitional increase.
� New physician fee schedule update increased physician payments for infusion

services.

As of Jan. 1, 2005:

� Reimbursement rate changes to 106% of the average sales price, a formula
that has not yet been defined by the CMS.

� Transitional increase drops to 3%.
� Physician fee schedule increases 1.5%. ■

New College newsgroup
to help small practices

Anew online discussion group gives
internists in small groups a place to

discuss solutions to practice management
problems.

The Small Practice Management
Discussion Group is targeted to members
in practices with between one and five
physicians. Participants can exchange
information about what works and what
doesn’t work in small practices, and get
help with particular management problems.

Each month a featured guest will
stimulate discussion by presenting a partic-
ular topic and responding to comments and
questions. Upcoming topics will include
outsourcing billing and collections, hiring
staff, and office-based procedures.

The discussion group is free to ACP
members (registration on ACP Online
is required) and is on the Web at www.

acponline.org/pmc/spm/. ■
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