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-FOR IMMEDIATE RELEASE-

MEDPAC to Congress: Close the Stark Loophole!

Reston, Virginia June 17, 2010 –  A report to Congress recently dealt a heavy blow to physicians’ who self-refer to their own physical therapy services. 

The Medicare Payment Advisory Council (MEDPAC) recently delivered it’s 2010 report to Congress. MEDPAC writes this report under a legislative mandate for the purpose of analyzing payment trends within Medicare and offering recommendations to Congress to maximize the efficient delivery of services through Medicare.

This year’s report, entitled, “Report to the Congress: Aligning Incentives in Medicare” included several important policy recommendations, including addressing the in-office ancillary services exception to the Stark Law, infamously known as the “Stark Loophole”. This rule allows physicians to own and bill for designated health services  (DHS) such as physical therapy, diagnostic imaging, and durable medical goods. Under this rule, physicians may self-refer to services despite having a financial incentive to do so.  

In their report, MEDPAC cited rapid, recent growth in those services at almost twice the rate of overall growth in physician payments (4.6% vs. 7.8%) as physicians have expanded their practices to include more and more DHS. MEDPAC acknowledged that Medicare’s own policies, which reward volume over quality create a financial incentive for physicians to over-utilize services like physical therapy. In fact, the report cited that up to a quarter of all physical therapy services billed by physicians may be inappropriate. 

The original rationale for the loophole was to provide physicians the tools they needed to make a diagnosis or plan treatment within the constraints of an office visit. However, the MEDPAC report also found that only 3% of physical therapy visits actually occur the same day as the physician visit. In other words, the rationale for the loophole does not exist. 

The MEDPAC report concluded “physician self-referral of ancillary services creates incentives to increase volume under Medicare’s current payment systems” and suggested that outpatient therapy be excluded from the in-office ancillary services exception. 

However, more work is needed. “Therefore, the preferred long-term approach to address self-referral is to develop payment systems that reward providers for constraining volume growth while improving the quality of care”

Physical therapists will be working with Congress and other policy makers to address these policies, which can lower costs and improve quality of care for patients seeking physical therapy services under Medicare.
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