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Consistent with the premise that physicians play a central role in the 
generation of health care expenditures, some health care purchasers 
examine the practice patterns of physicians in their network to promote 
efficiency. GAO selected 10 health care purchasers for review because they 
assess physicians’ performance against an efficiency standard. To measure 
efficiency, the purchasers we spoke with generally compared actual 
spending for physicians’ patients to the expected spending for those same 
patients, given their clinical and demographic characteristics. Most 
purchasers said they also evaluated physicians on quality. The purchasers 
linked their efficiency analysis results and other measures to a range of 
strategies—from steering patients toward the most efficient providers to 
excluding a physician from the purchaser’s provider network because of 
poor performance. Some of the purchasers said these efforts produced 
savings. 
 
Having considered the efforts of other health care purchasers in evaluating 
physicians for efficiency, GAO conducted its own analysis of physician 
practices in Medicare. GAO used the term efficiency to mean providing and 
ordering a level of services that is sufficient to meet patients’ health care 
needs but not excessive, given a patient’s health status. GAO focused the 
analysis on generalists—physicians who described their specialty as general 
practice, internal medicine, or family practice—and selected metropolitan 
areas that were diverse geographically and in terms of Medicare spending 
per beneficiary. GAO found that individual physicians who were likely to 
practice medicine inefficiently were present in each of 12 metropolitan areas 
studied.   
 
The Centers for Medicare & Medicaid Services (CMS), the agency that 
administers Medicare, also has the tools to identify physicians who are likely 
to practice medicine inefficiently. Specifically, CMS has at its disposal 
comprehensive medical claims information, sufficient numbers of physicians 
in most areas to construct adequate sample sizes, and methods to adjust for 
differences in beneficiary health status.  
 
A primary virtue of examining physician practices for efficiency is that the 
information can be coupled with incentives that operate at the individual 
physician level, in contrast with the SGR system, which operates at the 
aggregate physician level. Efforts to improve physician efficiency would not, 
by themselves, be sufficient to correct Medicare’s long-term fiscal 
imbalance, but such efforts could be an important part of a package of 
reforms aimed at future program sustainability. 
Medicare’s current system of 
spending targets used to moderate 
spending growth for physician 
services and annually update 
physician fees is problematic. This 
spending target system—called the 
sustainable growth rate (SGR) 
system—adjusts physician fees 
based on the extent to which actual
spending aligns with specified 
targets. In recent years, because 
spending has exceeded the targets, 
the system has called for fee cuts. 
Since 2003, the cuts have been 
averted through administrative or 
legislative action, thus postponing 
the budgetary consequences of 
excess spending. Under these 
circumstances, policymakers are 
seeking reforms that can help 
moderate spending growth while 
ensuring that beneficiaries have 
appropriate access to care. For 
today’s hearing, this subcommittee,
which is exploring options for 
improving how Medicare pays 
physicians, asked GAO to share the 
preliminary results of its ongoing 
study related to this topic.  
GAO’s statement addresses  
(1) approaches taken by other 
health care purchasers to address 
physicians’ inefficient practice 
patterns, (2) GAO’s efforts to 
estimate the prevalence of 
inefficient physicians in Medicare, 
and (3) the methodological tools 
available to identify inefficient 
practice patterns programwide. 
GAO ensured the reliability of the 
claims data used in this report by 
performing appropriate electronic 
data checks and by interviewing 
agency officials who were 
knowledgeable about the data.  
United States Government Accountability Office

 
www.gao.gov/cgi-bin/getrpt?GAO-07-567T. 
 
To view the full product, including the scope 
and methodology, click on the link above. 
For more information, contact A. Bruce 
Steinwald at (202) 512-7101 or 
steinwalda@gao.gov. 

http://www.gao.gov/cgi-bin/getrpt?GAO-07-567T
http://www.gao.gov/cgi-bin/getrpt?GAO-07-567T


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


