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Abstract
As reimbursement from the Medicare Physician Fee Schedule (PFS) continues to decline, cuts to practice
expense relative value units disproportionately impact office-based interventionalists and private practices
that rely on high-cost equipment. For 195 codes, specialties such as radiation oncology, vascular surgery,
and interventional radiology are paid at rates less than their direct costs calculated by the Centers for
Medicare and Medicaid Services itself. While reimbursement in the office-based setting continues to decline,
high-cost hospital settings receive more payment for the same services. This disparity aligns with trends in
care moving to the hospital setting and practice consolidation, resulting in increased costs to the healthcare
system and decreased access to care. The current PFS is outdated, and the removal of high-cost supplies and
equipment from the PFS is a critical step to reform.
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Editorial
The “Physician Fee Schedule (PFS) Reform” has been top-of-mind for healthcare policymakers for the last
few years and for good reason. Private practice closures and hospital system consolidation, both of which
drive up total costs and limit patients’ access to care, are key reasons for this concern. In May 2024,
congressional hearings included a Ways and Means hearing on “The Collapse of Private Practice” and a
House Budget Committee entitled “Breaking Up Healthcare Monopolies” [1-2]. The Medicare Payment
Advisory Commission (MedPAC) stated in its June 2024 Report to Congress, “The Commission is concerned
that ongoing site-of-service payment differentials distort competition and encourage vertical consolidation”
[3]. In recent years, Medicare PFS reimbursement has been rapidly declining due to annual cuts to the
“conversion factor” as well as ongoing cuts to physician practice expense “relative value units.”

A conversion factor cut is scheduled to take place yet again on January 1, 2025, and likely will be a catalyst
for action later this year. It’s critical, however, that policymakers understand that the physicians on the
bleeding edge of private practice closures are the office-based interventionalists and that the main source of
their reimbursement cuts relates to “practice expense,” not the conversion factor. (Note: relative value units
(practice expense, work, and malpractice) times the conversion factor equals Medicare PFS reimbursement.)

Reimbursement cuts to “practice expense” (defined by the Centers for Medicare and Medicaid Services
(CMS) as supplies, equipment, nonphysician clinical labor, and overhead costs) have disproportionately hurt
those office-based interventional practitioners who predominantly utilize high-tech (high-cost) supplies and
equipment to perform critical patient care in the community setting. Focusing on practice expense as part of
overall PFS reform not only addresses a key part of the PFS that urgently needs attention, it also offers the
most direct avenue towards fundamentally refocusing the PFS on what it originally was established to be: a
method of reimbursing physicians for the work they do rather than for the supplies and equipment they use.
Importantly, Medicare reimbursement for high-cost supplies and equipment used for interventional services
in the hospital is made through a different fee schedule than the PFS, the Hospital Outpatient Prospective
Payment System, which is why reimbursement for hospital-based interventional services continues to
increase even as office-based reimbursement for interventional services continues to fall.

To better grasp the ineffectiveness of the PFS, the payment system developed and managed by CMS to
reimburse healthcare providers, one need only look at reimbursement trends for office-based
interventionalists. Budget neutrality, a critical concept in the PFS, dictates that changes to reimbursement
rates for any service cannot substantially impact the overall budget for Medicare payments. Consequently,
any increase in payments for one service must be offset by reductions in payments for others. For nearly two
decades, policymakers have attempted to shore up non-interventional services, which has led to a reduction
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in the valuation of office-based interventional services utilizing high-cost supplies and equipment as a
result of the PFS “budget neutrality” mechanism.

For instance, services like radiation oncology, vascular surgery, and interventional radiology have seen
reductions in their service values of over 21% since 2006 (Figure 1). These cuts have become so severe that
in the 2024 calendar year, of the base procedures that CMS reimburses in the office, 195 are paid at rates
actually less than the direct costs associated with those procedures, as calculated by CMS itself. In the 2025
PFS Proposed Rule released in July, this number would grow to 300, a greater than 50% increase. In other
words, for 300 services, CMS will not pay clinicians in private practice enough to cover the direct expenses of those
services before even considering other costs like physician work and indirect expenses.

FIGURE 1: Cumulative impact of changes in RVUs since 2006
The values presented for 2021-2025P (proposed) are adjusted to reflect the effects of the Consolidated
Appropriations Act, 2021, 2022, 2023, and 2024. The estimates presented reflect the cumulative impact of
changes in relative value units since 2006, as published by CMS in its regulatory impact tables included in the
annual PFS rules. The cumulative impact of changes reflects averages at the specialty level and does not account
for changes in volume, mix, intensity of services, or site of service over the same timeframe. The cumulative
impact at an individual practitioner or practice level may be different from what is presented. The figure was
prepared by HMA for the Office-Based Facility Association, of which ACRO is a member. Permission was obtained
from ACRO for use; however, inclusion of the figure in the publication does not reflect HMA endorsement of the
article content presented.

RVUs: Relative Value Units, CMS: Centers for Medicare and Medicaid Services, HMA: Healthcare Management
Associates, ACRO: American College of Radiation Oncology, PFS: Physician Fee Schedule

Image Source: ACRO Advocacy (2024) [4]

The services most affected by this inadequate reimbursement are critical for patients and prevent high-cost
hospital admissions, ER visits, and death, while also keeping Medicare spending and Medicare beneficiary
coinsurance at the lowest cost, office-based site-of-service (Figure 2). For these 300 services, the PFS
effectively makes them non-viable in the community-based setting and forces these interventions to
migrate back to higher-cost sites of service, such as the hospital-based setting. Such hospital-based
outpatient centers provide identical care compared to freestanding centers but are allowed to charge more to
offset hospital operational costs. For example, code 36902 for a vascular procedure is billed 343% higher in
the hospital setting compared to the outpatient setting for the same exact procedure [3]. Medicare pays out
more for the same care in the hospital setting, and patients have decreased access as community practices
cannot afford to offer these services.
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FIGURE 2: Medicare PFS reimbursement is less than costs for at least
300 office-based interventional services in the PFS
2025 PFS final rule total non-facility reimbursement and total direct costs. Radiation treatment delivery assumes
25 fractions for a typical prostate cancer patient.

PFS: Physician Fee Schedule, CPT: Current Procedural Terminology, ECG: electrocardiogram, AV: arteriovenous

Image Credit: Author

Moreover, examining payment trends over recent years for these 300 CPT codes across different sites of
service reveals a key catalyst in the increasing consolidation of care. In 2019, the average payment for these
codes was reimbursed 34% more when performed in an outpatient hospital setting compared to an office
setting. By 2024, this disparity would have ballooned to 93% on average. As the lowest-cost sites of service
have faced year-over-year payment reductions, high-cost locations continue to see payment increases
(Figure 3). In these interventional specialties, such as radiation oncology and vascular surgery, for example,
there has been increased practice consolidation over recent years, with a decrease in office-based Medicare
claims and an increase in charges arising from hospital settings [5-6].
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FIGURE 3: Average office and hospital outpatient reimbursement of 300
underpaid codes
Reimbursement is calculated as the average PFS non-facility fee compared to the average PFS facility fee plus
the average hospital outpatient department OPPS fee. Two hundred seventy-three of the 300 CPT codes for
which total reimbursement is less than direct costs were included. Twenty-seven codes were excluded as they
were added to the fee schedule after 2019.

PFS: Physician Fee Schedule, CPT: Current Procedural Terminology, OPPS: Outpatient Prospective Payment
System

Image Credit: Author

This misalignment reflects the reality that when Medicare established the PFS in 1992, policymakers did not
anticipate that technology would advance to the point that it would allow minimally invasive endovascular
care or radiation therapy to be performed in a community-based setting. These technological advances have
been beneficial for patients in terms of lower risk, lower invasiveness, and lower costs, while at the same
time increasing both convenience and comfort. However, in a budget-neutral PFS, the migration of more
high-tech, high-cost procedures to the office setting adds pressure to a system already struggling to keep
pace with rising costs and inflation. Over the last few decades, this significant flaw in Medicare’s fee
schedule has diluted the value of all services covered under the PFS, affecting not just office-based
interventionalists but also all specialty providers, including those offering predominantly cognitive-based
care, such as primary care.

The good news here for policymakers is that focusing on the problem facing community-based
interventionalists also reveals the key to reforming the PFS in a fundamentally profound way: policymakers
should remove certain high-cost supplies and equipment from the PFS. For well over a decade, the American
Medical Association has been asking that “CMS separately identify and pay for high-cost disposable supplies
priced more than $500 using appropriate HCPCS codes” (where HCPCS means “healthcare common
procedure coding system”) [7]. Certain high-cost equipment, such as equipment used for radiation therapy,
does not belong in the PFS. Indeed, it is for this very reason that CMS has not established national rates for a
certain subset of radiation therapy called “proton therapy.” Instead, CMS has continued carrier pricing for
community-based proton therapy, noting in the 2021 PFS that establishing national rates for proton therapy
“at a rate that is so much higher than anything else in our equipment database could distort relativity” [8].
Finally, there is precedent for removing high-cost supplies and equipment from the PFS: in the 2010 PFS,
CMS finalized its proposal “to remove physician-administered drugs from the definition of physicians’
services” due to the “significant and disproportionate impact that the inclusion of drugs has had on the SGR
(sustainable growth rate) system” [9-10].

In conclusion, today’s PFS is structurally broken, creating barriers to both physician practice viability and
patient access to care because it was not established to handle high-technology, high-cost supplies and
equipment. By simply removing certain high-cost supplies and equipment from the PFS, policymakers would
allow for more appropriate reimbursement for office-based interventional care, mitigate further closure of
private practice physicians and preserve access to care, protect the PFS from further dilution, and free up
funds for all clinicians as part of overall PFS reform.

Additional Information
Author Contributions

 
Published via Contemporary Updates:
Radiotherapy Innovation & Evidence (CURiE)

2024 Rasmussen et al. Cureus 16(8): e67931. DOI 10.7759/cureus.67931 4 of 5

https://assets.cureus.com/uploads/figure/file/1137223/lightbox_76ec76a0500d11ef8d55077012512a91-Figure-3.png
javascript:void(0)
javascript:void(0)
javascript:void(0)


All authors have reviewed the final version to be published and agreed to be accountable for all aspects of the
work.

Concept and design:  Amulya Yalamanchili, Bob Tahara, David Rasmussen, Gerald A. Niedzwiecki, Tarita
O. Thomas, Jason McKitrick

Acquisition, analysis, or interpretation of data:  Amulya Yalamanchili, David Rasmussen, Jason
McKitrick

Drafting of the manuscript:  Amulya Yalamanchili, David Rasmussen, Jason McKitrick

Critical review of the manuscript for important intellectual content:  Amulya Yalamanchili, Bob
Tahara, David Rasmussen, Gerald A. Niedzwiecki, Tarita O. Thomas, Jason McKitrick

Supervision:  Bob Tahara, Gerald A. Niedzwiecki, Tarita O. Thomas, Jason McKitrick

Disclosures
Conflicts of interest: In compliance with the ICMJE uniform disclosure form, all authors declare the
following: Payment/services info: All authors have declared that no financial support was received from
any organization for the submitted work. Financial relationships: Bob Tahara declare(s) personal fees from
Boston Scientific. Bob Tahara declare(s) personal fees from Philips. Bob Tahara declare(s) stock/stock
options from Provisio Medical. Other relationships: All authors have declared that there are no other
relationships or activities that could appear to have influenced the submitted work.

References
1. Health Subcommittee Hearing on The Collapse of Private Practice: Examining the Challenges Facing

Independent Medicine. (2024). Accessed: July 15 2024: https://waysandmeans.house.gov/event/health-
subcommittee-hearing-on-the-collapse-of-private-practice-examining-the-ch....

2. Breaking Up Health Care Monopolies: Examining the Budgetary Effects of Health Care Consolidation .
(2024). Accessed: July 15 2024: https://budget.house.gov/hearing/breaking-up-health-care-monopolies-
examining-the-budgetary-effects-of-health-care-co....

3. June 2024 Report to the Congress: Medicare and the Health Care Delivery System . (2024). Accessed: July 15,
2024: https://www.medpac.gov/document/june-2024-report-to-the-congress-medicare-and-the-health-
care-delivery-system/.

4. ACRO Advocacy. (2024). Accessed: August 2, 2024:
https://cdn.ymaws.com/acro.org/resource/resmgr/files/advocacy/files/cumulative_change_in_medicar.pdf.

5. Milligan M, Hansen M, Kim DW, Orav EJ, Figueroa JF, Lam MB: Practice consolidation among U.S. radiation
oncologists over time. Int J Radiat Oncol Biol Phys. 2021, 111:610-8. 10.1016/j.ijrobp.2021.06.009

6. Gao TP, Oresanya L, Green RL, Hamilton A, Kuo LE: Consolidation trends in vascular surgery. J Vasc Surg.
2024, 79:412-7. 10.1016/j.jvs.2023.11.010

7. AMA/Specialty Society RVS Update Process RUC Recommendations for CPT 2023 . (2022). Accessed: July 15
2024: https://www.ama-assn.org/system/files/feb-2022-ruc-recommendations_0.pdf.

8. Final Rule 85 FR 84625 . (2020). Accessed: July 15, 2024: https://www.govinfo.gov/content/pkg/FR-2020-12-
28/pdf/2020-26815.pdf.

9. Proposed and Final Rules 74 FR 33650 . (2009). Accessed: July 15, 2024:
https://www.govinfo.gov/content/pkg/FR-2009-07-13/pdf/E9-15835.pdf.

10. Proposed and Final Rules 74 FR 61965 . (2009). Accessed: July 15, 2024:
https://www.govinfo.gov/content/pkg/FR-2009-11-25/pdf/E9-26502.pdf.

 
Published via Contemporary Updates:
Radiotherapy Innovation & Evidence (CURiE)

2024 Rasmussen et al. Cureus 16(8): e67931. DOI 10.7759/cureus.67931 5 of 5

https://waysandmeans.house.gov/event/health-subcommittee-hearing-on-the-collapse-of-private-practice-examining-the-challenges-facing-independent-medicine/
https://waysandmeans.house.gov/event/health-subcommittee-hearing-on-the-collapse-of-private-practice-examining-the-challenges-facing-independent-medicine/
https://budget.house.gov/hearing/breaking-up-health-care-monopolies-examining-the-budgetary-effects-of-health-care-consolidation
https://budget.house.gov/hearing/breaking-up-health-care-monopolies-examining-the-budgetary-effects-of-health-care-consolidation
https://www.medpac.gov/document/june-2024-report-to-the-congress-medicare-and-the-health-care-delivery-system/
https://www.medpac.gov/document/june-2024-report-to-the-congress-medicare-and-the-health-care-delivery-system/
https://cdn.ymaws.com/acro.org/resource/resmgr/files/advocacy/files/cumulative_change_in_medicar.pdf
https://cdn.ymaws.com/acro.org/resource/resmgr/files/advocacy/files/cumulative_change_in_medicar.pdf
https://dx.doi.org/10.1016/j.ijrobp.2021.06.009
https://dx.doi.org/10.1016/j.ijrobp.2021.06.009
https://dx.doi.org/10.1016/j.jvs.2023.11.010
https://dx.doi.org/10.1016/j.jvs.2023.11.010
https://www.ama-assn.org/system/files/feb-2022-ruc-recommendations_0.pdf
https://www.ama-assn.org/system/files/feb-2022-ruc-recommendations_0.pdf
https://www.govinfo.gov/content/pkg/FR-2020-12-28/pdf/2020-26815.pdf
https://www.govinfo.gov/content/pkg/FR-2020-12-28/pdf/2020-26815.pdf
https://www.govinfo.gov/content/pkg/FR-2009-07-13/pdf/E9-15835.pdf
https://www.govinfo.gov/content/pkg/FR-2009-07-13/pdf/E9-15835.pdf
https://www.govinfo.gov/content/pkg/FR-2009-11-25/pdf/E9-26502.pdf
https://www.govinfo.gov/content/pkg/FR-2009-11-25/pdf/E9-26502.pdf

	The Physician Fee Schedule Was Not Built for High-Cost Supplies and Equipment
	Abstract
	Editorial
	FIGURE 1: Cumulative impact of changes in RVUs since 2006
	FIGURE 2: Medicare PFS reimbursement is less than costs for at least 300 office-based interventional services in the PFS
	FIGURE 3: Average office and hospital outpatient reimbursement of 300 underpaid codes

	Additional Information
	Author Contributions
	Disclosures

	References


