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The Partnership to Empower Physician-Led Care (PEPC) is a membership organization dedicated to
supporting value-based care for independent physicians and practices to reduce costs, improve quality,
empower patients and physicians, and increase access to care through a competitive health care provider
market. Our members include Aledade, American Academy of Family Physicians (AAFP), California Medical
Association, and Medical Group Management Association (MGMA). We also have individual and small
medical group supporters across the country.

We believe that physicians — especially independent physician practices — are the lynchpin of our nation’s
health care system. They have repeatedly demonstrated their superior ability to generate positive results
in value-based care arrangements, both in improved health outcomes and reduced costs. In our vision of
the future, this important piece of the health care system not only survives, but thrives as a result of
policies that place independent physicians on a level playing field with other providers and opportunities
to test new payment and delivery innovations in models that are adapted for their unique circumstances.

Increasing consolidation in the provider market creates greater urgency to ensure that value-based
models are a path to sustainability for practices and physicians who are currently independent and wish
to remain so, as well as for providers who are not currently independent but wish to make a change in
their practice setting. We support legislative action that creates parity across practice settings; aligns
incentives to enable a range of providers to move toward value-based care; and prohibits and/or dis-
incentivizes anti-competitive behavior.

We commend the Committee for its consideration of this important issue, and submit the following for
consideration:

1. Provider Consolidation Continues to Accelerate.

e A January 2023 report by the Commonwealth Fund found that two hospital systems
accounted for more than half of traditional Medicare inpatient hospital spending in 85
percent of hospital referral regions (HRRs) and accounted for more than three-quarters of
spending in 35 percent of the HRRs. In 10 states plus D.C., two hospital systems account for
the majority of Medicare inpatient hospital spending in the entire state.

e An April 2022 analysis by Avalere Health and the Physicians Advocacy Institute (PAIl) found a
nearly 24 percent increase in the percentage of employed physicians during the COVID-19
pandemic (January 2020 to January 2022). By January 2022, the study found that 74 percent
of physicians were employed by a hospital or corporate-entity.

e Trends in corporate ownership, such as insurers and private equity firms, are now outpacing
hospitals and health system-ownership of physician practices, according to the Avalere
Health and PAI analysis. Corporate ownership of physician practices increased over 50
percent from January 2019 to January 2022, while hospital ownership increased by eight
percent. By January 2021, over 26 percent of physician practices were owned by hospitals
and 22 percent of physician practices were owned by corporate entities, such as insurers
and private equity firms.


https://www.commonwealthfund.org/blog/2023/which-parts-united-states-have-most-consolidated-medicare-hospital-spending
http://www.physiciansadvocacyinstitute.org/Portals/0/assets/docs/PAI-Research/PAI%20Avalere%20Physician%20Employment%20Trends%20Study%202019-21%20Final.pdf
http://www.physiciansadvocacyinstitute.org/Portals/0/assets/docs/PAI-Research/PAI%20Avalere%20Physician%20Employment%20Trends%20Study%202019-21%20Final.pdf
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e A Kaufman Hall review of merger and acquisition (M&A) activity between hospitals and health
systems in the second quarter of 2022 found that M&A revenue hit a record high in, with 13
transactions generating $19.2 billion. Highlighting the degree of consolidation in the industry,
the average size of the smaller party was nearly $1.5 billion, which was more than double the
record-setting average size of $619 million at the end of 2021.

e A May 2021 New York Times article, Buoyed by Federal Covid Aid, Big Hospital Chains Buy Up
Competitors, highlighted how “billions of dollars in Covid aid cushioned financial losses caused
by the pandemic at some of the nation’s largest hospital chains” and “helped sustain the big
chains’ spending sprees as they expanded even more by scooping up weakened competitors
and doctors’ practices.”

e A September 2020 report from Bain & Company found that nearly 70 percent of independent
physician practices were amenable to a merger or acquisition, largely due to the strained
finances and drop in procedure volumes experienced during the pandemic. This finding was
consistent across specialties — including primary care physicians (69 percent) and office-based
practices (67 percent). In 2019, 30 percent of physicians who owned practices reported they
would sell their practice in the next two years.

2. Provider Consolidation Leads to Higher Costs Without Measurable Improvements in Quality.

e A March 2023 study by the Harvard Kennedy School found that when physicians integrated
with a hospital, they changed their care practices and increased their throughput, resulting in
increased complications and worse patient outcomes. Moreover, integration increased rates
of reimbursement by about 48 percent.

e A March 2023 study by researchers from the National Bureau of Economic Research and
Harvard Medical School found significantly higher costs for care, with only marginally better
care, provided to patients in health systems compared to those at independent practices or
hospitals. Physician services delivered within health systems cost between 12 percent and 26
percent more, and system-based hospital services cost 31 percent more, compared with care
delivered by independent hospitals.

e Alanuary 2023 study found that, in 2018, health system physicians and hospitals delivered a
marginally better performance on clinical quality and patient experience measures but
spending and prices were substantially higher. This was especially true for small practices, and
researchers concluded that the small quality differentials combined with large price
differentials suggest that health systems have not realized their potential for better care at
equal or lower cost.

e An August 2022 study by HHS study examining trends and impacts of consolidation in health
care found strong evidence that hospital horizontal consolidation increases prices for health
care services and increases health care spending and, while not as thoroughly documented,
physician horizontal consolidation has been found to also increase prices for health care
services.

e A February 2021 brief by the Committee for a Responsible Federal Budget outlined how
increased consolidation in the health care market has led to less competition, an imbalance
in negotiating power, and higher prices. For example, research has shown that provider
consolidation has not led to improved quality or a reduction in costs, and many physician-
hospital consolidation moves are motivated by enhanced bargaining power by reducing
competition.


https://www.kaufmanhall.com/sites/default/files/2022-07/KH-MA2022_Q2-Activity-Report.pdf
https://www.nytimes.com/2021/05/21/health/covid-bailout-hospital-merger.html
https://www.bain.com/insights/preparing-for-a-post-pandemic-boom-in-healthcare-consolidation/
https://www.hks.harvard.edu/faculty-research/policy-topics/health/study-finds-vertical-integration-medicine-leading-higher?utm_medium=socialmedia&utm_source=hkstwitter
https://hms.harvard.edu/news/care-costs-more-consolidated-health-systems
https://jamanetwork.com/journals/jama/article-abstract/2800656
https://aspe.hhs.gov/sites/default/files/documents/0d2c04fec395bc8c573c5b20c189cdd0/enviromental-scan-consolidation-hcm.pdf
https://www.crfb.org/papers/capping-hospital-prices#_edn2
https://www.rwjf.org/en/library/research/2012/06/the-impact-of-hospital-consolidation.html
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e ASeptember 2020 Kaiser Family Foundation brief examining health care consolidation looked
at a number of studies, including one examining Medicare beneficiary patterns of health care
utilization, which found that “patients are more likely to choose a high-cost, low-quality
hospital when their physician is owned by that hospital.” The brief also noted that quality of
care does not improve and sometimes gets worse following both vertical and horizontal
consolidation. For vertical consolidation, one study of 15 integrated delivery networks found
no evidence of better clinical quality or safety scores compared to competitors outside the
networks, and another study found that hospital-based provider groups had higher per
beneficiary Medicare spending and higher readmission rates compared to smaller groups.

e A March 2020 report by the Medicare Payment Advisory Commission (MedPAC) found that in
most markets by 2017, a single hospital system accounted for over 50 percent of inpatient
admissions. Incentives for physicians to join larger practices include higher commercial prices
and increased efficiencies. In 2018, nearly 57 percent of physicians worked in small physician
practices (10 or fewer physicians). Additionally, recent studies highlighted in the report found
that provider consolidation with hospital/health systems led to an increase in commercial
prices from three percent to 14 percent, however efficiencies are not increasing with higher
total spending as was originally assumed given the potential for improved coordination via
consolidated practices. This report also highlighted the following findings on quality as a result
of hospital-physician integration:

o Patients were more likely to choose a high-cost, low quality hospital when their
provider was employed by the hospital.

o Physicians whose practices were acquired by hospitals were more likely to bill for
more services in the hospital setting and fewer in the office setting.

o Hospital acquisitions of a physician practice had little effect on improved outcomes
on a range of issues, such as mortality, acute circulatory conditions, and diabetes
complications (Koch et al. 2019).

o Vertical integration had a limited effect on quality metrics reported by CMS (Short
and Ho 2019).

e A 2019 New York Times article highlighted how as competition decreases in health care
markets, rates of mortality and major health setbacks increase, in addition to increased prices.
Martin Gaynor, an economist and expert on competition, said that “evidence from three
decades of hospital mergers does not support the claim that consolidation improves quality,”
especially when the government constrains prices like with Medicare and hospitals instead
must compete on quality. The article also highlights another study that found when cardiology
markets are more concentrated, Medicare beneficiaries who had been treated for
hypertension were more likely to have a heart attack, visit the ED, be readmitted to the
hospital, or die.

3. Congressional Action is Needed to Promote Competition, Thus Improving Quality and Reducing
Costs in Communities Across the Country.

e Physician Payment Reform: To give independent practices and physicians a chance to remain
independent if they choose to, reimbursement structures for federal programs such as
Medicare must keep pace. Because many value-based care models continue to be built on
the FFS chassis, Medicare fee-for-service (FFS) payment rates and policies are integral to the
success of CMS’ value-based care models. A recent survey found average physician pay fell by



https://www.kff.org/health-costs/issue-brief/what-we-know-about-provider-consolidation/
http://www.medpac.gov/docs/default-source/reports/mar20_medpac_ch15_sec.pdf?sfvrsn=0
https://www.nytimes.com/2019/02/11/upshot/hospital-mergers-hurt-health-care-quality.html
https://onlinelibrary.wiley.com/doi/abs/10.1111/1475-6773.12825
https://www.fiercehealthcare.com/https:/press.doximity.com/reports/doximity-physician-compensation-report-2023.pdf
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2.4 percent from 2021 to 2022, at a time when physicians are facing significant challenges,
including economic strains, a growing shortage, and high rates of work-related burnout.

Congress must invest in the Medicare physician fee schedule to ensure that providers are
appropriately reimbursed for their services and to ensure that reimbursement accounts for
rising overhead costs and inflation.

Site-Neutral Payment Policy: As outlined in a recent Brookings Institution brief, a broader set
of site neutral payments would further reduce Medicare spending, beneficiary costs, and
incentives for hospitals to purchase physician practices. MedPAC estimates that aligning
payments across sites of care for the list of services identified would have saved Medicare
$6.6 billion and beneficiaries an additional $1.7 billion if in place in 2019, even before
accounting for the potential dynamic effects on vertical consolidation.

Congress should build upon existing site-neutrality rules and create more fairness in the
payment system by passing legislation to ensure CMS pays the same rates across practice
settings. Site neutral payment policies should be accompanied by an increase to
reimbursement for Part B services given that reimbursement for these services is currently
inadequate.

Transparency and Antitrust Enforcement: As outlined by the Brookings Institution, antitrust
authorities are currently constrained in a number of ways, including limited available data and
resources, as well as a high threshold of pre-merger notification. In 2023, pre-merger
notification to federal antitrust authorities was required for transactions over $111.4 million,
meaning that many acquisitions, particularly of physician practice, go unnoticed until the
merger has been finalized. Greater transparency and strengthened antitrust statutes could
help reduce the amount of anticompetitive consolidation in health care.

Congress should ensure that oversight agencies such as the Federal Trade Commission have
the resources needed to be effective in researching and pursuing new and develop issues
related to health care consolidation and competition.

Leverage Physician-led Payment Models to Drive Quality and Cost Outcomes: There is an
urgent need for Congress to ensure that value-based care models are fully leveraged as an
option to keep provider markets competitive. Getting providers off the fee-for-service chassis
enables them to provide higher-quality, more coordinated care for their patients, and
provides financial predictability and stability. Through models such as Comprehensive Primary
Care+ and the Medicare Shared Savings Program, physician-led groups have demonstrated
their ability to drive results in the form of increase outcomes and reduced costs by moving
away from utilization-based approaches to the payment and delivery of health care.

Congress should urge CMS to prioritize physician-led models, and should extend the MACRA
bonus for providers participating in advanced alternative payment models (AAPMs).
Congress should also consider approaches to MACRA reform that focus on the doctor-
patient relationship, and leverage the unique capability of physician-led groups to
transform health care for the benefit of patients.


https://www.brookings.edu/essay/procompetitive-health-care-reform-options-for-a-divided-congress/
https://www.medpac.gov/wp-content/uploads/2022/06/Jun22_MedPAC_Report_to_Congress_v2_SEC.pdf
https://www.brookings.edu/essay/procompetitive-health-care-reform-options-for-a-divided-congress/

PEPC

PARTNERSHIP TO EMPOWER

PHYSICIAN-LED CARE

%k k k%

We hope you will consider this evidence and recommendations as Congress looks to take action to address
consolidation in the provider market. Please do not hesitate to reach out to me if the Partnership to
Empower Physician-Led Care can be a resource to you (kristen@physiciansforvalue.org).

Sincerely,

Kristen McGovern
Executive Director


mailto:kristen@physiciansforvalue.org

