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T
his time last year, physicians throughout the nation were
hoping for the best but preparing for the worst: hoping
the projected five percent cut in Medicare reimburse-
ment rates would not take effect while contemplating
what it would mean to their financial situation if it did.

Now, the prospects for a last-minute reprieve are far less prom-
ising than in years past. The new rules for Medicare call for a
five percent across-the-board cut in 2007 with additional rate
changes for many commonly used procedures that makes the
prospect of a January reprieve seem very unlikely. For neurolo-
gists, the blow has been softened a bit since some procedures
will be reimbursed at a slightly higher rate compared to what
your colleagues in other specialties will experience (particularly
radiology, where some of the most severe cuts have been made),
but you will experience approximately a four percent loss in
Medicare revenues under the current plan. 

The American Medical Association responded to Congress’s
failure to stop these cuts in its 2006 session by reiterating its old
threat: the organization cited a survey indicating that 45 percent
of U.S. physicians will have to limit the number of new
Medicare patients they see if the cuts go into effect. “Physicians
cannot continue on the current path of being paid less than the
increased cost of providing care without serious consequences
for patients,” AMA board chair Cecil B. Wilson, MD said in a
public statement. Yet it still remains to be seen how many physi-
cians will actually cut out what could be the bread-and-butter
of their practices, especially if the cuts mean they have to see
more patients just to break even. In another statement, Dr.
Wilson says the projected cuts in Medicare will reach 40 percent

over the next nine years while the costs of providing care will
increase by about 20 percent.

This is to say nothing of the new contracts many physicians
are going to face from their managed care providers. Insurance
companies are likely to offer less for services now that Medicare
is cutting its rates, so many physicians may again find them-
selves doing as much work as ever for less money. And by now,
the headaches caused by the hassle of actually obtaining pay-
ment from insurers in a timely manner have become a symptom
of a chronically impaired system. This, coupled with the aggra-
vation of calling for prior authorization even for the most clin-
ically sound procedures or otherwise having carriers interfere
with your decision making, understandably makes many physi-
cians feel like puppets to the insurance industry.

An increasing number of physicians who have gotten fed up
with the year-end drama that comes with keeping Medicare
reimbursements at the same level and are more interested in sat-
isfying patients rather than third-party payers have decided to
opt out of Medicare and not renew their insurance contracts.
“Cash-only” practices became something of a novelty in the
mainstream health media a few years ago, but now this once-
radical idea is being given serious consideration even by heavily
Medicare-oriented professions such as neurology.

But there are still many factors that can keep physicians
enrolled in payment programs, simple inertia being the most
common. Medicare and managed care providers may put a tor-
turous path between the physician and the reimbursement, but
at the end there is still revenue on the books, while “cash-only”
practitioners may fear losing their patient base. Others may
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worry about the ethical implications of restricting care to those
who can pay the full fee at the end of an appointment. Practices
that see a lot of Medicare patients or a lot of patients from a par-
ticularly unreasonable payer may worry about a mass exodus of
patients from the practice. In short, the prospect of going cash-
only is as scary as any venture into uncharted territory. 

Nevertheless, there are a number of neurologists who have
pioneered this idea and have been very successful with it. No
longer a puppet to Medicare, they now enjoy working on their
own terms and can put patient care first once again. In this arti-
cle, we’ll look at how it worked for a few of these neurologists
as well as the larger trends that could encourage their colleagues
to join them.

Cutting the Cord
For Lawrence Huntoon, MD, PhD, being a “third-party-free”
practitioner means practicing medicine the way it is meant to be
practiced: one patient, one physician and no bureaucrat pulling
the strings. He cites the days before Medicare went into effect
in 1965, when patients paid their physicians at the appoint-
ment, as the business model he would like to see more physi-
cians return to. As for himself, he has been running his own solo
neurology practice since 1986 and in that time he never signed
any managed care payer contract or participated in Medicare.
Recently he opened a new practice, Private Neurology
(PrivateNeurology.com), in Derby, New York. He is also on the
board of directors of the Association of American Physicians
and Surgeons (AAPS), an organization that encourages physi-
cians to opt out of Medicare. He summarizes the power
Medicare exerts over the practice of medicine in this country as,
“When Medicare sneezes, the nation’s physicians catch a cold.”

Dr. Huntoon says that instead of physicians asking them-
selves if they should go “third-party-free,” they should ask
themselves what will happen if they continue to accept third-
party payments. He says the outlook becomes very bleak when
one considers the projected 40 percent cut in physician
Medicare payments over the next nine years to the ever-increas-
ing costs of doing business. “There are going to be few practices
that can sustain themselves in that scenario,” says Dr. Huntoon.
“That’s got to be a factor in practices getting out of third-party
payer situations.”

But it won’t be easy. Of the more than 900,000 physicians
and non-physician health care providers in the United States,
94.7 percent participate in Medicare services, and according to
the Centers for Medicare and Medicaid Services’s public affairs
specialist Ellen Griffith this percentage rises a little bit every
year. Regardless, Dr. Huntoon says he sees a growing number of
physicians going cash-only because they are getting fed up with
the declining reimbursements and restrictions managed care
and Medicare put on clinical practice. “I take this as an indica-

tion that there are more physicians out there looking to serve
their patients directly, without a third party’s meddling,” he
says. “Above and beyond any other considerations, practicing
medicine without a third-party payer is practicing medicine as
it was meant to be practiced, without constant bureaucratic
obstruction and interference.”

Neurologist Robert Knobler, MD, PhD became interested
in changing to a fee-for-service practice while working in the
greater Philadelphia region. Although a tenured professor of
neurology with the Jefferson Health System, he left academia
because he had more patients than he could see in the time
allotted in the academic setting. Therefore, in late 1998 he
established the Knobler Institute of Neurologic Disease in Fort
Washington, PA. On establishing this private practice, he
immediately became aware of the reality that there was a signif-
icant reduction in payments made by third-party carriers as
compared to the fees that were billed. Because of such limita-
tions, it would be necessary to see more patients and devote less
time to each, in order to generate sufficient revenues to cover
the costs of practice and still generate an income. Because Dr.
Knobler did not want to lower his clinical standards, he began
a fee-for-service practice. He admits that he initially was nerv-
ous about losing his patient base when he first made the transi-
tion, but about 95 percent of his patients followed him to his
new practice. “People kept coming because I was giving them
the time and care they could not get somewhere else,” he said.
“Patients want to see doctors with whom they have an ongoing
relationship, not institutions.”

Like Dr. Huntoon, Dr. Knobler says he enjoys the freedom
that comes from practicing without thinking about the require-
ments set by managed care payers. Although such restrictions
are still an issue to be dealt with, Dr. Knobler at least no longer
has to worry about fighting with these carriers for his fee. He
considers the restrictions on procedures, treatments and pre-
scriptions—ostensibly set by a physician serving as a medical
director for the insurer, but usually enforced by individuals
without medical training—as arbitrary compared to the indi-
vidual needs of the patient. “All insurers following these policies
are, de facto, practicing medicine without a license; why should
a pediatrician working as a Medical Director pass judgment on
neurologic care?” asks Dr. Knobler. “I practice without looking
at the clock, but rather by looking at what my patient needs,
and I can not do that with a carrier’s restrictions. I cannot live
my life looking over my shoulder, thinking I’m doing some-
thing wrong either by omission or commission because it is not
in the carrier’s play book. To practice medicine, I need to talk to
my patients, examine them and think about and address their
needs.” 

Worker’s compensation, Dr. Knobler says, “provides the
greatest challenge as a payer, since physicians are only allowed to
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address approved injuries.  Physicians are responsible for the
care of the entire person, and  thus remain vulnerable.  Worker’s
comp carriers will frequently deny a claim that addresses any-
thing but the approved injury, which they interpret in the most
restrictive fashion, he says. “They commonly will claim that
handwritten notes are illegible, and thus void.”     

Marc Nuwer, MD, PhD, Chief of Clinical Neurophysiology
at the University of California Los Angeles, says opting out of
Medicare is the way of the future. “Medicare is scheduled to cut
reimbursement rates by 40 percent over the next nine years, and
there is no way people can stay in practice in that situation,” he
says. “Insurance companies are also becoming more difficult
about making physicians comply to their coding regulations, so
it boxes people on all sides.” 

Even though he works in an academic practice, Dr. Nuwer
says some of his colleagues in western Los Angeles have done
away with managed care contracts and Medicare. He says they
seem to be very successful, as their waiting room is still consis-
tently filled and they have no complaints.

How it Works in Practice
Physicians who are considering opting out of Medicare need to
take a look at where their income is derived from, says Dr.
Knobler. “The issue comes down to how many people will have
to be seen to make ends meet.  If reimbursements are limited,
physicians will have to see more patients in less time to main-
tain the same level of revenue in order to run a practice and earn
a living.”  This is not the case in a fee-for-service practice.  A sig-
nificant problem with the restrictions with Medicare, Dr.
Knobler says, is due to their lack of or guarding of funds, which
in large part is due to the broad scope of Medicare.  “It would
better serve all concerned parties if Medicare were ‘needs-based,’
rather than an open-ended entitlement.”

Dr. Huntoon says that opting out of Medicare is relatively
easy, and both the AAPS (aapsonline.org) and the CMS web
sites provide instructions on how to do it (see sidebar). As for
the insurance companies, he says not all physicians end their
contracts simultaneously—rather, some take a gradual approach
by not renewing their contracts with the worst payers, while
others look through their accounting records and crunch the
numbers. “They ask themselves, ‘What would happen if I
dropped the worst HMO and lost these patients?’”

Should you decide to opt out and/or not renew your insur-
ance contracts, the next step is to inform your patients. Dr.
Huntoon says that when doing this it’s important to let the
patients know you’re not dropping them, only their plan, as you
can no longer ethically treat them on account of the restrictions
created by the payer. From there, he suggests inviting the
patient to stay with you on a private contract basis or offer to
help them find a new care provider.

It’s at this stage that many physicians fear seeing their wait-
ing rooms suddenly become empty, but Dr. Nuwer says that in
his experience this does not happen. Although Medicare
patients may be stuck paying cash to see an opted-out physi-
cian, he points out that the $300 a year they often pay for a $50
follow-up visit every two months seems very small compared to
the $5,000 or more they have to pay each year in Medicare
treatment expenses. “It’s not a deal breaker in that sense,” he
says. “And even if you don’t take insurance contracts or
Medicare, patients can still get all their hospital needs taken care
of through their plan, such as blood tests, imaging and prescrip-
tions.”

Patients enrolled in insurance plans are also likely to stay
when they know they can still see a physician they have an exist-

Whether you’re looking to go “cash-only” or just ditch the
most unreasonable third-party payers, diverting your prac-
tice’s revenue stream takes a considerable amount of plan-
ning. And although the burdens of paperwork and bureau-
cracy drive many practitioners to do this, ironically the first
steps to freedom begins with filling out some new papers to
notify payers and patients of the change and devising new
fee schedules. Fortunately, there are some resources avail-
able that can cut out a lot of your writing, show you where
to send each letter, and answer almost any other question
you may have: 

n The Centers for Medicare and Medicaid Services,
www.cms.hhs.gov/NonRenewal. CMS itself tells physicians
all they need to know to opt out on this page, and even pro-
vides downloadable templates for public notices and bene-
ficiary notification letters. The 2007-specific versions have
not been posted yet, but the agency promises that they will
be prior to the June deadline to not renew your contract.

n The Association of American Physicians and Surgeons,
www.aapsonline.com. This organization has been calling
for physicians to leave Medicare and not renew managed
care contracts for years now. It offers step-by-step proce-
dures for practitioners who want to leave the system as well
as mentoring from its members who have successfully cre-
ated cash-only practices. 

n American Association of Family Practitioners, www.
aafp.org/x36406.xml. This organization’s site hosts arti-
cles previously featured in its magazine for members
(Family Practice Management), plus a downloadable tem-
plate that charts patient fees for administrative services
and a position paper discussing the legal and ethical impli-
cations of firing the third-party payers. 

Help Finding the Way Out

              



ing relationship with, pay in cash, and then submit the bill to
their insurer for reimbursement, says Dr. Nuwer. Although this
may be more work for the patient, it’s overall less effort for
everyone than the current system, and many patients will be
willing to take on the paperwork hassles in exchange for unfet-
tered access to your expertise. “In my experience, carriers are less
likely to hassle the patient over reimbursement than they are
with physicians,” he says. “This may be because patients are the
clients, they can ‘vote with their feet’ and go to a new carrier,
while physicians have no recourse except to wait for the contract
to expire and not renew it.”

Medicare patients cannot submit a bill from an opted-out
physician to the agency for reimbursement. Dr. Nuwer says this
is definitely an inconvenience, but lot of people will continue to
pay cash, especially since cash-only practitioners tend to have
more freedom over their time. “When people have a neurolog-
ical problem, they don’t want to wait six months for an appoint-
ment, they want to see someone tomorrow. Cash-only practices
tend to have more freedom with scheduling and can usually fit
someone in,” says Dr. Nuwer, adding that some patients may
prefer how cash-only practitioners can spend more time with
their patients to make sure they get all the care they need. 

In addition to the freedom, Dr. Nuwer says many physicians
will appreciate getting rid of the “hassle factor” and the over-
head costs associated with managed care contracts, such as call-
ing for details about coding procedures or appealing denials.
“Physicians spend roughly 10 percent of their income just on
billing and collections,” he says. “They can save a lot if they
start taking credit cards, which usually have about a three to
four percent fee for charges.” 

Dr. Knobler indicates that working without managed care
makes him remain focused and enthusiastic about seeing
patients. “If there is aggravation, it’s coming from a source I can
control, not from managed care hassles,” he says, adding that
one ongoing problem he has is reminding Medicare to renew
his non-participant status every two years. Medicare automati-
cally renews physician participation every two years despite a
request to opt out of the program.

Competition with practices that accept third-party plans is
nothing to worry about, according to Dr. Knobler. He says he
has as many patients as he can handle. Conversely, he says the
Medicare-dependent practitioners tend to be competitive with
each other because they seek a constant stream of patients to
compensate for declining reimbursement rates on the care of
individual patients. “Physicians need to group together and not
try to compete against each other,” he says. “There’s no short-
age of sick people, there’s just a sick system,” he says.

To remedy this, Dr. Knobler advocates physicians should
work on a fee-for-service basis, so that the practice of medicine
will function as an open-market. In this way, there are incen-

tives to provide better health care, with reduced wait times to be
seen and a greater focus on clinical outcomes. “Physicians who
do well and satisfy their patients’ needs will get the most busi-
ness, while others will have an incentive to improve their skills.
Health care is a commodity like everything else,” he says. “Some
may say health care should be a right because it’s something we
need to live, but people also need food, clothing, shelter and
transportation to live, and these are not entities regulated by
third party carriers.” Dr. Knobler further notes, “politicians are
not subject to managed care, so why should the public be?”

The Ethics of Opting Out
Few medical students decide to study neurology because they
think it’s a lucrative specialty. The select few who pursue this
discipline often do so out of a combination of scientific fascina-
tion and altruism, which predisposes them to consider the
ethics of adding additional medical expenses to a patient popu-
lation that is often financially struggling due to being on a fixed
income or the impairments symptomatic of their conditions.
Asking such patients to either pay out of pocket for their care or
have their insurance carriers reimburse them may seem so cal-
lous that some question its morality. 

But while physicians are contemplating the ethics, Dr.
Nuwer says it seems that Medicare is not. Rather, he says the
agency will likely keep lowering its reimbursement rates for as
long as physicians continue to accept it, which makes opting
out of the system the only other option. “Medicare is talking
business, while doctors are speaking about ethics,” says Dr.
Nuwer. “They’re speaking in different languages on the same
issues.”

Dr. Knobler says that neurologists deserve to be adequately
paid for their services. “People value what they pay for, and fee-
for-service raises the bar of performance. There is no reason to
feel ashamed or too proud to be paid for a service that is pro-
vided. With respect to the Hippocratic oath, this is how we as
physicians make a living,” he says. “No one can say you’re
greedy for getting paid to do your job. There’s nothing in the
credo of medicine that says we have to work for nothing—or
work for what the government will reimburse.” 

In Dr. Huntoon’s view, acquiescing to the increasing cost-
containment demands of Medicare and managed care providers
is more unethical than firing them due to their restrictions on a
physician’s ability to practice good medicine. “I think going
‘third-party-free” is probably the most ethical form of medical
practice today because we’re working directly for the patients,
not for HMOs where the less care doctors provide, the more
money they make,” he says. “I would argue that it’s far more
ethical to be free from third parties than to serve a master, the
third-party-payer, who is putting unethical restrictions on how
you care for your patients.” PN
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