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UNITED STATES SENATE

BY THE ASSOCTATICN OF PHYSICIAN ASSISTANT PROGRAMS
o
" MEDICARE REIMBURSEMENT (F PHYSICIAN ASSISTANT SERVICE.S

Mr. Chairman and. Mermbers of the Committee:

I am Dr. Archie S. Golden, Chairmen of the Coverrment Relations Committee
of The Association of Physicizn Assistant Programs. I am here today to offer
testimony on S. 708 and the Medicare reimbursement system. I am Associate Pro-
fessor and Director of The Health Associate Program at The Johns Hopkins University
‘School of Health Services. Also, I am Associate Professor of Pediatrics at The
Jotns Hopkins School of Mediecine and Associate Professor of Maternal and Child
Bealth at The School of iiygiene and Public Health.

I am pleased to have this cpportmity to testify on behalf of the 50 physician
assistant training programs in this coutry. I am accompanied by Dr. Donzald W.
Fisher, Executive Director of the Association. -
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MEDICAL CARE AND THE PHYSICIAN ASSISTANT IN THE UNITED STATES

The United States Congress lﬁs, in the past six years, actively prombted
the training and development of physician assistants (PAs). The Comprehensive
Health Manpower Training Act of 1970 was responsible for the development of 42
physi;::i.an assistant training programs whose graduates would assist primary care
physicians by providing routine medical and health care services in underserved
areas. ."Ihe Health Professions E_ducal:icn.al' Assistance Act of 1976 authorized
continuation of fecieral support for physician assistant programs. It should be
pointed cut that the U.S.'_Departnm't of HEW has funded physician a.ssis.tant train-
ing and research to an amount over 48 million dollars.

The Congressional support, cited above, coupled .w:i.th orga.r;ized medicine's
E recognil:i.m of the need for formally traJ.ned assistants, has been responsible
for: the tratialng aod dewelopment of phsiclan sssistants, Jn 1970, the American
Medical Association defined the physician assis‘tant as "...a skilled perscn
qualified by academic and practical training to provide patient services under
the super\risian and direction of a licensed physician who is responsible for
the performance of that assistant." In 1971:. Educational Essentials‘l were .
jointly developed by the American Medical Association, the American Academy of Family
' I’I:lysiéians, ‘the American College of Physicimg, the American Academy of Pediatrics',-
the American Academy of Physician Assistants,l and the American Society of Internal
Medicine. Through this accreditation mechanism, more than 50 programs have been
‘accredited to date. In 1973, the Mational Board of Medical Examiners administered
National Certifying Examinations and continues to do so under the auspices of the
Fatforal Commission on Certification of Physicim's Assistants. Over 40 states

- -
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have enscred legialation providing for th. piactice of physicidn assistants with
legisiation currently proposed or pending in the remaining states. In 1973,

r.khe Secretary's Commission cn Malpractice stated that the then growing concem
-over malpractice should ot be a deterrmt to the utilization of physician assis- -

tants. -

PHYSICIAN ASSISTANT TMPACT " , ..
Economics of Care: -

‘Educational cost data fram the National Center of Health Services Research
-(NCH.éR) on physician assistants show the education cost to be 15,100 dollars

per year(z). The cost of producing a physician assistant is less than 1/4 that
~-of preparation of a graduate physidan(?'). vert's®) data shows that a PA can
provide 2,6 years of physician equivalent services before a physician vho

similtznecusly began his medical education can begin practice. Moreover,

Record ™ estimates a saving of 20,000/PA/year in an HMO setting. Peterson®) (?.
-and his colleagues have shown very significant reductions in hospitalizations

through the use of PA staffed ambulatory care clinics in a major V.A. Hospital.

.

- Access to Care: :
Record® and Hu1(83‘, in separate studies, have shown that the cutputs
of primary care services are similar for both physicians and physician assistants.
Moreover, Scheffler® and Fisher 1) report wide distribution of PAs throughout
all 50 states with a majority of PAs in primary care settings. 60 percent of PAs are
dn cm:mn.t:.es of less. than 50,000. For example, in Uklahoma, 62.27 of program
'grad'l.ate.s are in caommities of less th:m 25,000; in Utsh, 727 of prog'ram
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graduates are in conmnities of less than 25 ,‘00.0. and in Washington, 57.7% in
u?mmnities of less than 20,000. Also, significant mmbers of physician -.'-issis—
tants are working in immer city areas. The recent health manpower legislation’
not onlsr authorizes funds for physician assistant training and National Health
Service Corps Scholarships, but also requires that part of each Are.a Health

Education Center include tranﬁ.ng for physician assistants or nurse practitionars.

Also, :|.t appears that the Health Resources Administration has decided tha.t new

ﬁmd.’mg for these centers will be d:u:ected at immer city urban areas.

Quality of Care:

Numerous studies, Nelson(u), Pmﬁy(lz), Hemry(m), and Narbregaa&),
have shown that jcb acceptance, as a function of quality, is highly favorable.
For example, Nelson found that more than 85% of batients rate PAs as highly
ccmpetl:ént and professional, and 717 report improvement in the quality of care.

“Record reports no significant differences in morbidities or outcomes in primary

care se.:rvices delivered by MDs and PAs. More importantly, B.J. Andersem,

J.D. (Sf:aff_, American Medical Association Legal Council) stated that as a result
of decreé__sed waiting time, increased accessibility to professional care and
overall p_atﬁ.mt satisfaction, it appeared that the inclusion of a physician

assistant in a practice was an excellent deterrent to the ever present:threat

-of _malpi-actice ;

In sun, a review of availsble research shows that the physician assistant

-concept has been successful in addressing the three major issues confronting

_ the nation's system for health care: (1) a reduction in cost, (2) an improvement

in access, and (3) the delivery of high quality care.

St
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. ““I¥E IMPEDIMENT: MEDICARE, PART B

In spite of evidence that the physician assistant concept has been
_successfully addressing major national health problems‘. further deployment of
physicim assistants into underserved areas is being seriously impeded by the
current Medicare law (Title XVII (Section 1861 (s)(2)(A)), i.ts ?:ules and
Excerpts from the Medicare Act and Part B. Intermediary Mamual reveal the
" _problem:

“Title XVIII Sec:.. 1861 .(s): "The term- "Medical and Other Services'
means any of the following items or services...(2)(A) Services and
- Supplies...furnished as an incident to a physician's professional
- service, of kinds which are caomonly furnished in physician's offices
and are comenly either rendered without charge or included in the
Sigatotinns Batalsim, : :

-Part B Intermediary Manual, Sec. 6103 (B): "...there is no provision
-amder Part B which authorizes coverage of the services of physician
z;ssistants as independent pract:'.ti.drmrs, the only basis for covering
. “their services under Part B would be'as services furnished 'incident
“to' a physician's professional service and one of the...requirements...
" for services to be covered under this provision is that they must be
- " of kinds that are 'camonly furnished® in physicians' offices. Thus,
~the performance by a physician assistant of services which traditionally
shave been reserved to physicians cammot be covered under Part B even .
Iha.lgh all the other 'incident-to' requirements are met".

- -
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The current att;entmn drawn to r.he 'hon-remblrsenmt" policy has had nega-
tive impacts in rural underserved areas of this nation. Without reimbursement
for services performed by physician assistants practicing in areas with large
mubers of Medicare recipients, physicians camot afford to employ a physician
assistant even though the potential benefits to patients is well recognized.
Physicians have had to sharply curtail the utilization of their-PAs when Medicare
would not reimburse the employing physician for their services. Many program
directors fear that their graduates will be forced into affluent suburban or in-

stitutional practices because the employing physician camnot be reimbursed for

_services safely and legally delegated. Most mportant:ly, many Medicare recipients

are having to pay for the delegated services out of their meager incames.

In sumary, in the past decade, we have seen the development of a new health
profession with an accreditation mechanism which is recognized by the Oifice. of -
inucai:t.on (DHEW) ; _certification mechanisms through the National Commission on
Ce:ctlfmat:.on of Physician's Assistants and lega.slar.‘l.m in 40 states granting
stamtory recognition for this profession. The evidence exists that physician
assistants may reduce the physician's risk of medical negligence by improving
the cmtim:;.ty of care. Research does exist which confirms excellent patient
accefata'me by physicians, that physician assistants are improving access to
health care by practicing in geographical areas deficient in health manpower,

'pl_mysicié.ﬁ assistant productivity - within their role - is comparable to physi-

‘cian productivities, and that the potential for reducing the cost of health

care is present with the utilization of physician assistants.
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The Association of Physician Assistant Programs recommends that 'I‘.’;.tle JI{VIII of
the Social Security Act, Part B Supplemental Medical Insurance (&2U§C1305), and
all such other medical entitlement program be amended to permit reimbursement
for physician assistant services in the following way: )

- (1) . cost reimbursement to specific health clinics in medically underserved
nural areas,

(2) for other underserved areas, to attract providers to practice in these

areas, that reimbursemsnt be to the physician at usual and customary
Tates, '
A3) and, for all other areas, taking into consideration cost control,
-there would seem to be roam for discussion to come wp with an amenable
sreimbursement rate.
-zAlso, in order to put to rest concerns relating to quality of care, fraud
=and abuse, reimbursement should only occur when the following criteria are met:
1) The practice‘ of the physicizan assistant is not in conflict with the laws
of. the state in which the services are provided.
(2) The activities and patient care services by physician assistants shall

-“be provided under the respensible supérvision of (a) licensed physician(s).

~Services of physician assistants shall include services performed regardless
~+of ‘whether the physicisn was actually present and regardless of whether
~the services were performed in the physician's office, or at some other
-=ite. That a physician supervise no more than two physician assistants.
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(3) Physician assistants be defined as indfviduals vho have completed an
educational program for physicia.nl assistants accredited by the American
e Medical Asscciation or other recognized accrediting agency and/or are
holders of current certificates from the National Commission on Certifica-
tion of Physician's Assistants. ] .
We feel that it is necessary and justifiable to apply the reimbursement on
a natiomwide basis. -
Potentigl Costs of Matiorwide Reimbursement

We understand and share the concern of Congress about escalating health

. care costs. At present, we have an econcmist working on the question of the
cost of reimbursing physician assistants natiomwice and will have more exact infor-
mation within two weeks and would be pleased to share that information with this
committee. However, the U.S. Department of Health, Education and Welfare has
developed some estimates talking into-consideration physician income, number of
Ma'd:icare _pa\‘:iemts, the increased intensity of care for older pecple and deductibles.
From this they estimate the cost of Medicare reimbursement to be 1,782 dollars
per physician utilizing a physiciarz assistant or nurse practitioner per year.
Since there are about 5,000 physician assistants practicing with adults, the
total cost would be 8.9 million dollars. If ome adds the approximately 3,000
mrse pras:titioners practicing with adults, the reimbursement natiormide would

" come to 14.3 million dollars. This is not a large amount and, in fact, it appears,
t:hat: close to three quarters of that amount is in reality being reimbursed today
to physicians employing these new practitioners, although not covered within the
Medicare rules and reguiations. - '
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| Therefore, we estimte that the net incresse: for natiomwide reimbursement
would not be higher than 3.6 million dollars. -
| We feel that limiting reimbursement to only rural health clinics or only
xural areas denies just payment to practices in many urban areas where important
scontributions to health care access are being made by physician assistants. In
fact, there is a danger that the organizational mechanism necessary to administer

" such categorical reinmbursemsnt as only rural clinics or only rural areas may cost
as much as ths reimbursement itself.

' We note that on page 58 of President Carter's FY 1978 budget revisions released
on Tuesday, February 22, 1977, related to proposed Medicare legislation, there were
;estimated outlays of 25 millicn dollars ‘-?hich would promote the availability of
primary and rural health care by extending cost reimbursement to murse practiticners
and physician assistants practicing in rural health clinics. 2

We feel that this amount of money would more than cover reimbursement nation-
wide under Medicare Part B for all physician assistants.

We recamend that.S. 708 entitled "A Bill to amend title XVIII of the Social
Security Act to provide payment for rural health clinic services" be adapted to
provide fof reimbursement for services provided by physician assistants and murse
practitioners throughout this country. -

We believe that natiomvide reimbursement is a neees‘sary sta'b not only to
facilitate distribution of services and contain .costs, but also to tzke us on the
Toad toward equal rights for health care for all pecple of this country.
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Dan P, Fox, P.A. C- President-Elect
American Acadmy of Phys:.c:l.ans Assistants

| M, Fox commended the sponsors of S. 708 and the committee for cons1darmg
the bill. He explained to the committee "'that the cost reimbursement for rural-
clinics is a necessary method of assm:ing the continuance of delivery of needed
medical and health care services to patients near such clinics," and told them
that "the legislation stops short of addressing all the issues involved" and
recamended the following amendments for consideration:

@

(2)

)]

In subsection (j) add “with respect to physician assistant services
(notwithstanding subsection (Sec payment shall be made to the
superv:.smg physician, on behalf of the beneficiary, at the usual

rates of reimbursement for those practices located in
other med:Lcally underserved areas, as defined by the Secretary (DHEW),
and at reasonable and appropriate rates of reimbursement, as defined
by the Secretary (DHEW) for all other practice locations."

In subsection (aa)(2)(b) delete the words "under which provision is
made for the periodic review by such physmlans of" and insert there-
fore "to provide responsible supervision for.'

In subsection (aa)(2)(c) insert the words '‘responsible superv:.s:t.m

. - between the words "such’ and '‘referral."

)

),
* tant services (notwithstanding those services covered in subsection (aa)),

In subsection (aa) (3) delete all of this subsection and insert therefore
"the term physician assistant means any individual who has campleted

an’ educational program for physician assistants accredited by the American
Medical Association or other recognized acerediting agencies and/or holds
a aurrent valid certificate from the National Commission on Certification
of Physician's Assistants, and who is legally authorized to provide any
physician services, as defined in Section 1861(g), in the Jmsd:.ctlm

in vhich such services are provided."

Add a new subsection Cbb) to read as follows '"'the term physician assis-
means such services as would otherwise be covered (under subsection (s)

- (2) (aa)) provided that such services are rendered under responsible

supervision and that the physician assistant is legally authorized to
provide any physician services, as defined in Section 1861(q) in the
jurisdiction in th.ch such services are provided."

.
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Potential Costs of Nationwide Reimbursement

We understand and share the concern of Congress about escalating health
care costs. At present, we have an econamist working on the question of the
cost of reimbursing physician assistants natiomwide and will have more exact
information within two weeks and would be pleased to share that information with
this coomittee. However, the U.S. Department of Health, Education and Welfare
has developed some estimates taking into consideration physician income, mmber
of Medicare patients, the increased intensity of care for older people and deduc-
tibles. From this they estimate the cost of Medicare reimbursement to be 1,782
dollars per physician utilizing a physician assistant or nurse practitioner per
year. Since there are about 5,000 physician assistants practicing with adults,
the total cost would be 8.9 million dollars. If one adds the approxdimately 3,000
murse practitioners practicing with adults, the reimbursement nationwide would ;
come to 14.3 million dollars. This is not a large amount and, in fact, it appears
that close to three quarters of that amount is in reality being reimbursed today
to physicians employing these new practitioners, although not covered within the
Medicare rules and regulations.

marefore, we estimate that the net increase for nationwide reimbursement
would not be higher than 3.6 million dollars.

We feel that limiting reimbursement to only rural health clinics or only
Tural areas denies just payment to practices in many urban areas where important
contributions to health care access are being made by physician assistants. In
fact, there is a danger that the organizational mechanism necessary to administer
such categorical reimbursement as only rural clinics or only rural areas may cost
as much as the reimbursemsnt itself,

. We note that on page 58 of President Carter's FY 1978 budget revisions re-

* leased on Tuesday, February 22, 1977, related to proposed Medicare legislation,
there were estimated .outlays of 25 million dollars which would promote the
availability of primery and rural health care by extending cost reimbursement

to murse practitioners and physician assistants practicing in rural health clinics.

We feel that this amomnt of money would more than cover reimbursement nation-
-wide under Medicare Part B for all physician assistants.

- We recamand that S. 708 entitled "A Bill to amend title XVIII of the Sccial
Security Act to provide payment for rural health clinic services' be adapted to
-provide for reimbursement for services provided by physician assistants and murse
practitioners throughout this country. -

We believe that natiorwide reimbursement is a necessary step not only to
facilitate distribution of services and contain costs, but also to take us on
-~athe road toward equal rights for health care for all people of this coumntry.
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Richard D, Warden, Assistant Secretary for legislation-Designate
Department of Health, Education and Welfare

In behalf of the Department of Health, Education and Welfare, Mr. Warden
suggested the following changes be incorporated in S. 708 to strengthen its
impact:

a. Allow clinics in all underserved areas to participate;

b. Reimburse clinics for all physician services on a cost-related basis;

“e. Retain the Medicare deductible provision for beneficiaries receiving
* ecare in clinies; and

g d.. : é}r]g gxre PSﬁcrgtary to establish appropriate education and training stan-

ysician extenders recognized under this reimbursenent program.

We believe clinics employing murse practitioners and physician assistants

. urider general physician supervision, in urban and rural underserved areas, should
be eligible for Medicare cost reimbursement. Unfortunately, large mumbers of
Americans living in cities do not have access to a source of primary care. The
Department estimates that of the 45 million pecple living in medically underserved
areas, more than 14 million are urban residents. Given recent experiences with
the so-called "Medicaid mills' in urban areas, we understand concerns about extend-
ing coverage to clinics in these settings.

It is our opinion, however, that a cost-based reimbursement system with
adequate productivity standards, information disclosure requirements, and cost
limits can prevent the types of fraud and abuse experienced in 'Medicaid mills.'

Vernon E. Wilson, M.D., Vice Chancellor for Medical Affairs
Vanderbilt University

"In closing his remarks, Dr. Wilson endorsed S. 708 and urged the cammittee
and Congress to enact the proposed legislation. He recommended that the committee
limit its reimbursement to rural areas since this would focus regimbursement on
the most medically needy areas and concurrently exercise a measure of budgetary
constraint; that the legislation (not regulations) emphasize that reimbursement
“be provided under physician supervision with protocols, but that supervision
not be prescribed as a formula for on-site attendance by the physician;" that
‘the legislation be broadened to include quality control processes emphasizing
peer and patient review; and that payment in rural areas be on a basis of cost
reimbursement rather than fee-for-service. s

Cte o 8
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- John W. Runyan, Jr., M.D., Professor and Chairman -
Department of Cammmnity Medicine, University of Terméssee College of Medicine

Dr. Runyan explained to the subcommittee his experience with the Memphis
and Shelby County Programs which uses physician assistants and his knowledge
of other similar programs and the resulting reduction in hospital days for the
elderly and patients with chrénic diseases due to an emphasis on ambulatory
and home care. In his testimony, Dr. Runyan recamended that ''since hame care
is such an important extension of health services,...that its availability be .
considered as a criteria to qualify for Medicare reimbursement for rural clinics."

Stephen Caulfield, Assistant Director, Regional Operations
United Mine Workers of America ;

Mr. Caulfield spoke in behalf of the United Mine Workers of America's Health
and Retirement Funds which provide health benefits to coal miners and their de-
péndents in Appalachia, the Upper Mississippi Valley and the rural West. Es-
sentially, the Funds are 'a unique third-party beneficiary in that they control
expressed concern that S. 708 in establishing different reimbursement mechanisms
for physician assistants in rural and nonrural areas that two standards of care
may result and unwittingly create'the same kind of disincentive to rural practice
for physician assistants that has been created for physicians under the 'usual
and customary' regulations of Medicare." United Mine Workersof America supports,
according to Mr. Caulfield, cost-base reimbursement and prospective payments.
Strong support was also voiced for ''regular review by the supervising physician,
utilization review procedures, certification of the physician assistant, and
explicit arrangements between the hospital and the clinic."

The United Mine Workersof America has been a supporter of the physician
assistant concept, however, it is firmly opposed to the concept of independent
practice and openly expressed its dissatisfaction with the American Murses'Associa-
tion's suggestion that "the relationship between the physician and the murse
practitioner should be collegial, not supervisory."

Ralph Borsodi, Econcmist : e
Mational Retired Teachers Association and the American Association of Retired Person

Mr. Borsodi testifed that '"because of the relative paucity of physicians,
sametimes the only care which may be available is that provided by physician ex-
tenders in rural clincis. Yet, the Medicare law does not recognize these :
providers for purposes of reimbursement. Thus, a situation has been created
in which a large group of beneficiaries is contributing to the costs of the program
without having equal access to all its bemefits. It is our position that steps
should be taken to correct this inequity by providing reimbursement to clinies

- -
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which offer care provided by physician extenders.' NRTA/AARP suggested to the
subcammittee that it consider prospective reimbursement since it 'provides a
greater opportunity for providers and payers to-project ocutlays more accurately.'
Mr. Borsodi further commented upon the need for consistency in our nation's health
policy: "Since public menies are currently being used to support the training

of physician extenders, it only follows that goverrment programs such as Medicare
should recognize this fact by reimbursing the services provided by these extenders."

Edgar T. Beddingfield, Jr., M.D., Chairman, Council on Legislation
American ledical Association ;

The American Medical Association summarized its testimony as follows:

If the Medicare program is to recognize payment for services of physician
extenders, discrimination should not be created against the fundamental situation
out of which the physician extender movement developed. The basic concepts must
include (1) proper supervision and coentrol by the physician of a properly trained

hysician extender, (2) responsibility in the physician for the services as evidenced
by the billing for the services in the name of the physician, and (3) campliance
with state requirements. If these are adhered to, the use of physician assistants
would be encouraged in shortage areas. To this end, a simple amendment to the
Medicare law giving reccgnition to the true nature of the extender's service would
be more appropriate than creating the Medicare-defined 'rural health clinic" in
order to recognize the extender's service. Accordingly, a simple amendment to
include the extender's service as an integral part of the physician's service would
fosf the development of the original concept and help provide quality care in
rural areas.

leo J.Gehrig, M.D., Senior Vice President
ican Hospital Association

Recommendations made by Dr. Cehrig to the subcommittee included: "that
* payment for services provided by rural clinics be provided...on the basis of
reasonable costs related to providing such services.'

1. The term "nonphysician primary health care provider" should be substituted
for "physician extender'' in the proposed section 186l(aa) (3) of the bill;

2. To assure that "nonphysician primary health care providers" meet neces-
sary training and experience qualifications, they should be restricted
in the proposed section 1861(aa)(3) to individuals who: :

a. are licensed by the state in which they provide services or are
in campliance with state regulatory requirements that define the
limits of their practice; and



b. hold credentials fram a nationally-recognized organization, such
as the National Commission on Certification of Physician's Assis-
tants, the American Murses' Association, or the National Association
of Pediatric Murse Practitioners;

3. To be comsistent with payment principles of the Medicare program, pay-
ments for services under S. 708 should be provided on the basis of
reasonable costs related to providing such services, as defined in

- section 1861(v) (1) (A) of the Social Security Act;

4, Yonphysician primary health care providers in hospital-based or operated
clinics must be subject to the rules, regulations, and ‘procedures of

. the institution with respect to the scope of services provided by such
individuals; and

" 5.. An evaluation of the quality of services as provided under the requirements
of S. 708 should be conducted within one year of enactment of the bill into
law. -

Amme Zimmermam, R.N., President
American Murses' Association

Ms. Zimmerman shared with the subcamittee the American Murses' Association's
definition of a mmse practitioner as "an independent licensed health care pro-
fessional responsible and legally accountable to the consumer. The nurse prac-
titioner is expected to make complex professional judgments on a wide range of
patient care problems. These judgments can and often do mean the difference
between. life and death. Like other health care professionals, the nurse prac-
titioner must carry personal liability insurance.' She further stated, "We
believe it is urmecessary for the bill to make reference to 'supervisory physician'
as it applies to murses. Intepral differences between nurse practitioners and
physician assistants, by definition, preparation and legal status...are the basis
for the...proposed change." In closing, the American Murses' Association requested
that' the proposed law be "explicit that the service provided by mumrsing in rural
clinics is not that of a second rate physician where second rate is better than
none, but that, within this shared area of practice, nurses have the same campe-
tence as any other professicnal who has traditionally operated in that area."



