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What the Provider Reimbursement Stability Act Could Mean 
for Healthcare Organizations 

 
For more than two decades, Medicare physician reimbursement has struggled to keep pace with the rising 
costs of delivering care. Annual payment reductions and reimbursement uncertainty have placed 
increasing financial pressure on physician practices, hospitals, and healthcare systems. 
 
The proposed Provider Reimbursement Stability Act of 2025 represents a bipartisan effort to improve the 
predictability of Medicare physician payments. While the legislation does not fundamentally overhaul the 
Medicare Physician Fee Schedule, it introduces several reforms designed to reduce reimbursement 
volatility, improve payment accuracy, and provide greater financial stability for providers. 
 
For healthcare leaders, these proposed changes could influence budgeting, physician recruitment and 
retention, operational planning, and long-term capital investment decisions. 
 
The Challenge: Growing Financial Pressure on Physician Practices 
According to the American Medical Association (AMA), Medicare physician reimbursement has declined 
by more than 30 percent since 2001 when adjusted for inflation. During that same period, physician 
practices have experienced significant increases in labor costs, medical supplies, technology investments, 
regulatory compliance expenses, and overall operating costs. 
 
Annual reimbursement updates have become increasingly difficult to predict, leaving many organizations 
uncertain about future revenue. 
 
This uncertainty affects more than physician compensation. It also impacts: 

• Strategic financial planning 

• Staffing decisions 

• Equipment replacement schedules 

• Capital investment priorities 

• Patient access to care 
 
Many independent physician groups have responded by joining larger health systems or corporate 
organizations to better absorb financial risk. 
 
Key Provisions of the Provider Reimbursement Stability Act 
The proposed legislation seeks to make Medicare physician reimbursement more stable through several 
targeted reforms. 
 
1. Limiting Annual Payment Reductions 
The bill would cap annual Medicare physician payment reductions at 2.5 percent, providing providers with 
greater predictability during the budgeting process. 
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Although reimbursement adjustments would continue, organizations would have a clearer understanding 
of their potential financial exposure from year to year. 
 
2. Modernizing Budget Neutrality Rules 
Current Medicare regulations require any increase in physician spending exceeding a decades-old 
threshold to be offset through reductions elsewhere in the payment system. 
 
The legislation would: 

• Increase the budget neutrality threshold from $20 million to approximately $54 million. 

• Adjust the threshold every five years to reflect medical inflation. 
 
These changes would provide CMS with greater flexibility when implementing new payment policies while 
reducing unintended reimbursement reductions. 
 
3. Improving Payment Accuracy 
A significant concern among physician organizations has been CMS utilization forecasts for new billing 
codes. 
 
Historically, projected use of certain services has substantially exceeded actual physician utilization. 
Because reimbursement calculations rely on these projections, inaccurate estimates have sometimes 
resulted in larger-than-necessary payment reductions across the physician fee schedule. 
 
The proposed legislation would require CMS to periodically review actual utilization data and make 
appropriate corrections when forecasting errors occur. 
 
This data-driven approach could improve payment accuracy while increasing confidence in the 
reimbursement system. 
 
4. Regular Review of Practice Cost Data 
The legislation would also require CMS to evaluate the underlying costs of operating a medical practice at 
least every five years. 
 
These reviews would help ensure that Relative Value Units (RVUs)—the foundation of Medicare physician 
reimbursement—better reflect current economic conditions and practice expenses. 
 
Why These Changes Matter 
Although the proposal does not include a broad reimbursement increase, it addresses several structural 
issues that have contributed to payment instability. 
 
Greater reimbursement predictability can support: 

• More accurate financial forecasting 

• Improved physician practice sustainability 

• Better long-term operational planning 

• Increased confidence in capital investment decisions 
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For healthcare organizations managing tight operating margins, even incremental improvements in 
payment stability can support more informed decision-making. 
 
Operational Implications for Imaging Departments 
Imaging providers operate in an environment where reimbursement uncertainty often influences 
equipment purchasing, maintenance strategies, and technology investments. 
 
When reimbursement becomes less predictable, organizations frequently postpone: 

• Capital equipment purchases 

• Imaging technology upgrades 

• Preventive maintenance initiatives 

• Facility modernization projects 
 
More stable reimbursement policies could help healthcare organizations develop longer-term equipment 
management strategies while preserving high levels of patient care. 
 
Looking Ahead 
The Provider Reimbursement Stability Act has bipartisan support, but its legislative future remains 
uncertain. Whether considered later this year or during a future congressional session, the proposal 
reflects growing recognition that Medicare physician reimbursement requires greater stability and 
transparency. 
 
Healthcare leaders should continue monitoring federal reimbursement policy developments and evaluate 
how potential changes could affect financial planning, physician operations, and capital investment 
strategies. 
 
Organizations that proactively prepare for reimbursement changes will be better positioned to adapt 
while maintaining operational efficiency and high-quality patient care. 
 
Should you have any questions on this topic, please contact your APS Practice Manager.    
 


