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Chairs Guthrie and Griffith and Ranking Members Pallone and DeGette, on behalf of Families USA, 
thank you for holding this important and timely hearing.  
 
Every family across our nation should have access to the health care they need at a price they can 
afford. Yet rather than being designed to deliver the highest-quality care for the lowest possible 
cost, the U.S. health care system is currently designed to rake in the highest possible profits for big 
health care corporations with little regard to health outcomes – all while millions of Americans 
struggle to afford their care.  
 
Policymakers must take urgent action to realign the economic incentives of health care payment 
and delivery so that the health care sector only economically thrives when it is providing affordable, 
high-quality health care to our nation’s families. The Energy and Commerce Committee should 
advance reforms that both immediately address the most egregious flaws in the Medicare 
physician payment system and build a strong foundation for longer term pathways to true 
accountability for the cost and quality of care and the health of families and patients.  
 
Fee-For-Service Payment Driving Low-Quality, High-Cost Care 
 
One of the biggest drivers of our nation’s health care affordability and quality crisis is the way the 
U.S. pays for health care – a payment system largely based on fee-for-service (FFS) economics that 
drives the fragmented and poorly coordinated health care that the majority of our nation’s families 
now experience. Fee-for-service payments incentivize health care providers to make money by 
performing higher volumes of high-profit or high-margin procedures, rather than by allowing 
providers to generate a profit or margin based on keeping people healthy and reducing disparities.1 
Ultimately, FFS payment not only drives up health care costs but has no relationship health care 
quality or improved health outcomes.2 The effects of these broken FFS payment incentives are 
amplified through physician payment across the health care system and serve as the basis for 
Medicare payment – one of the largest and most important payers in U.S. health care – through the 
Medicare Physician Fee Schedule (MPFS). FFS payment incentives predominate in all forms of 
health insurance, including Medicare Advantage, Medicaid managed care, private insurance, 
traditional Medicare and Medicaid, and the majority of existing value-based payment models. 
Medicare payment policy, including the Medicare Physician Fee Schedule, is perhaps one of the 
most critical levers for shifting the country away from FFS economics towards a value-based 
payment system that drives improvements in health while containing health care costs.  

Moreover, as Medicare spending and beneficiary out-of-pocket costs climb, the disparities 
embedded into the Medicare Physician Fee Schedule are amplified across our system. Flaws in 
how payments are established and disparities that value specialty care over primary care and 
behavioral health services continue to drive critical provider shortages and restrict access to the 
health care services many patients need.3 

The shortcomings of fee-for-service payment are well-documented. Yet, despite more than 15 
years of efforts to move away from FFS payment, most notably through enactment of Medicare 
Access and CHIP Reauthorization Act (MACRA) reforms and the implementation of dozens of new 
payment and delivery models, the majority of health care reimbursement still flows through FFS 
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payments.4 Now is the time for Congress to reform the way we pay for health care and to accelerate 
meaningful payment reform efforts that hold providers accountable for the total cost of health care 
and improving population health outcomes. These policy reforms must focus both on making 
critical improvements to the MPFS and strengthening the pathways for more providers to shift into 
full risk, population-based payment models. Ultimately, lawmakers must work towards 
establishing population-based payments as the core reimbursement model for health care 
services through Medicare.  
 
Physician Payment Rate Setting in the Medicare Physician Fee Schedule 
 
Addressing the flaws of the MPFS is critical to both improving current physician reimbursement and 
advancing the move towards a value-based health care system. Existing flaws in the MPFS 
undermine access to high-value health care and contribute to overspending on select specialty 
care.5 The most significant flaws include:  

1. Conflicts of interest in the payment update process: Updates to MPFS service valuation 
have historically been informed by recommendations from the American Medical 
Association’s Relative Value Update (RVU) Committee (RUC), which relies on survey data 
from physician specialty associations. The nonpartisan experts at the Government 
Accountability Office and the Medicare Payment Advisory Commission have repeatedly 
sounded the alarm that the specialists sitting on the RUC have a financial interest to inflate 
their estimates, leading to biased estimates of RVUs and distorted fees.6, 7 Evidence shows 
that fees for procedures, imaging and tests are priced too high, and fees for time spent with 
patients are priced too low, creating a massive distortion in the MPFS. The result is that 
specialty care is often overvalued at the expense of primary care leading to higher 
reimbursement for specialty care while further deepening the historic under payment of 
primary care.8 Ultimately, the use of the RUC in creating price determinations results in 
payments that are in the best interests of specialty providers rather than what is in the best 
interest of consumers. 

2. Distortions in payment across specialties: Evidence shows that the periodic updates 
informed by the RUC and used by CMS to establish payments for services have resulted in 
prices that do not accurately reflect the resources needed to deliver such services, causing 
some services to be overvalued and priced higher, and others to be undervalued and priced 
lower.9 Specifically for primary care and behavioral health care providers, the time-intensity 
required to meet patients’ needs and the critical thinking and judgement required to 
manage the health and wellbeing of an increasingly medically complex and aging 
population are not well represented in the payments established in the MPFS. Wide 
disparities in compensation persist in the fee schedule,10 contributing to a growing primary 
care, geriatric medicine, and behavioral health care provider shortage. 11 

In recognition of the need to correct the significant distortions in the MPFS, the Calendar Year 2026 
(CY26) MPFS final rule took important steps to address the flaws in how Medicare establishes 
payment rates that have driven overpayments for hospital and specialty care at the expense of 
primary care and independent practices. These reforms included reducing reliance on the AMA 
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survey data and updating the physician payment rate-setting methodology to reflect changes in the 
health care system and gains in efficiency in the delivery of many professional services. These 
changes will push more dollars into primary care practices that deliver higher-value, lower-cost 
care to millions of Americans and work to address a key incentive of health care consolidation. It is 
critical Congress supports these efforts and opposes legislation like the Efficiency 
Adjustment Delay Act (H.R.7520), which seeks to undermine the progress made in final CY26 
MPFS. 
 
Shortcomings of MACRA and the Quality Payment Program  
 
Concerns from policymakers and advocates around the role that fee-for-service economics play in 
driving up health care spending with little accountability for the quality or efficiency of care delivery 
are not new. The bipartisan Medicare Access and CHIP Reauthorization Act of 2015 (MACRA) 
repealed the deeply flawed Medicare Sustainable Growth Rate (SGR) and created new financial 
incentives that aimed to shift physician payment away from FFS and towards value-based care 
through the Quality Payment Program (QPP). 
 
However, nearly a decade after implementation, there are significant concerns about whether the 
QPP — and the Merit-Based Incentive Payment System (MIPS) in particular — is meeting the 
intended goal to drive toward high-value health care and into advanced alternative payment 
models (AAPMs). A major challenge of MIPS is that providers can game the system and self-select 
which performance measures they're evaluated on, allowing them to report favorably without 
meaningfully changing their behavior.12 There is also robust evidence that pay-for-performance 
programs have little to no success in shifting financial incentives or consistently improving care 
quality.13 Ultimately, the MIPS payment adjustments continue to be rooted in FFS economics, 
meaning that under the MIPS program, the financial incentives still reward providers for higher care 
volume rather than higher care quality and improved health. Overall, providers have little incentive 
to move from MIPS into AAPMs where they are truly accountable for the cost and quality of care 
they provide. As a result, MIPS has failed as an on ramp to these models, evidenced by the fact that 
over 50% of traditional Medicare payments continue to flow through traditional fee-for-service 
payments.14 
 
The Promise of True Payment Reform  

The ability of payment reform to fulfill its promise hinges on inverting the economics of the health 
sector’s business model to enable the sector to generate revenue by keeping people healthy and 
ensuring health care is affordable, rather than by billing for unnecessary visits and procedures and 
engaging in anti-competitive behavior and price gouging.15 The key ingredient to successful 
payment reform is making it economically advantageous for health care providers to address 
whole-person health needs. In other words, there must be a viable business model for providers to 
make the switch to non-FFS payment models, such as population-based payments, which hold 
providers accountable for health outcomes and the total cost of patient care.  

Population-based payment models are based on paying one health care provider — typically a 
primary care organization or a health system — a single monthly payment, out of which the 
organization then pays for some or most health care costs for a whole population. Such payment 
arrangements are coupled with strong quality and outcome metrics to ensure that as providers’ 
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economics change, patients’ health thrives. In this way, providers are “at risk” for care that is 
wasteful and does not improve or protect patients’ health but make money when they are efficient 
and improve or protect patients’ health. This model, therefore, is structured to incentivize providers 
to deliver well-coordinated, high-quality, person-centered care. And the payments can be used to 
cover a wide range of services, including preventive health, care coordination, wellness services 
and services that address the social determinants of health, as well as standard medical 
procedures and services.16  

Recommendations for Congress 
 
Reforming and strengthening the way physicians are paid is foundational to moving our health care 
system to one that provides the high quality, affordable health care and the improved health that 
our nation’s families deserve. We urge the Energy and Commerce Committee to focus on policy 
solutions that address the underlying distortions in the Medicare Physician Fee Schedule while 
continuing to advance reforms that transform our health care system to one in which providers are 
held accountable for health outcomes and the total cost of care through population-based 
payments. 
 
We encourage you to work with colleagues in the House and Senate to: 
 

• Create an independent technical advisory committee tasked with collecting, developing, 
and assessing empirical data to inform the valuation of health care services in the MPFS to 
serve as an alternative to the Relative Value Update Committee. 

• Direct CMS to correct misvalued services in the fee schedule to address distortions that 
have resulted in the overpayment of select specialty services and undervaluing of the 
services critical to meeting consumer needs, such as primary care and behavioral health. 

• Reform MACRA to better prepare and move providers into AAPMs, by: 
o Replacing the Merit-Based Incentive Program with a new value-based program with 

a clear set of standardized meaningful quality and outcome measures. More 
specifically: 

▪ Establish streamlined, specialty specific, mandatory quality measures that 
prevent providers from self-selecting into quality measures they will perform 
best in. 

o Mandating providers move on a faster glidepath into AAPMs to ensure a meaningful 
and timely shift to non-fee-for-service models.  

• Establish population-based payments as the core Medicare reimbursement structure, 
by: 

o Increasing CMS’ authority to create prospective, population-based payments in the 
MPFS. 

o Creating hybrid payment models through the Medicare Physician Fee Schedule 
such as for primary care payment through passage of the Pay PCPs Act. 

o Mandating the Center for Medicare and Medicaid Innovation (CMMI) expands efforts 
to test mandatory payment models in which providers are required to participate. 

o Directing CMMI to increase the number of population-based payment models and 
full-risk models including global hospital budget and multi-payer models operated. 
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Conclusion 
 
Thank you again for holding this hearing on better aligning the economic incentives of the health 
care sector with the needs of consumers and families. Ultimately, policy solutions should reorient 
health care payment and delivery to the goal that we all have — improved health for ourselves and 
our families that is affordable and economically sustainable. The journey to fully transforming our 
health care system is long, but Congress holds the power to take the next critical steps. Families 
USA stands ready to support you in this essential and urgently needed work. Please contact Jane 
Sheehan, Deputy Senior Director of Federal Relations at Families USA, JSheehan@familiesusa.org, 
for further information and to let us know how we can best be of service to you. 
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