APPENDIX E. MEDICARE REIMBURSEMENT TO
PHYSICIANS

PHYSICIAN PAYMENT REFORM

The Omnibus Budget Reconciliation Act of 1989 (OBRA
1989)
provided for the implementation, beginning January 1, 1992,
of
a new payment system for physicians' services paid for by
Medicare. A new fee schedule payment system replaces the
previous reasonable charge payment system. The new system
was
enacted in response to two principal concerns. The first
was
the rapid escalation in program payments. Over the 1965-89
period, Medicare spending for physicians' services had
increased at an average annual rate of 11.7 percent,
outstripping both the increase in medical care inflation
and
the rate of growth in the number of Medicare enrollees. The
second concern was that the use of the reasonable charge
payment had led, in many cases, to payments which were not
directly related to the resources used.

Under the new system, payments are made under a fee
schedule which is based on a resource-based relative value
scale (RBRVS). The new system is being phased in over the
1992-

96 period. OBRA 1989 also created a volume performance
standard

to moderate the rate of growth in physician expenditures.
Further, it increased protections for beneficiaries by
placing

more stringent limits on amounts that physicians can bill
in

excess of Medicare's approved payment amount. Taken
together,

these three elements are referred to as the three-part
physician payment reform package. The legislation also
authorized increased funding for research on patient



outcomes
for selected medical treatments and surgical procedures to
assess their appropriateness, necessity, and effectiveness.
The
Omnibus Budget Reconciliation Act of 1990 (OBRA 1990)
contained
several modifications and clarifications to the OBRA 1989
provisions. Further changes were included in the Omnibus
Budget
Reconciliation Act of 1993 (OBRA 1993).

The Department of Health and Human Services (DHHS)
issued
final implementing regulations on November 25, 1991.
Additional
regulations were issued on November 25, 1992 and December
2,
1993.

MEDICARE FEE SCHEDULE

The Secretary of DHHS is required to establish a fee
schedule before January 1 of each year that sets payment
amounts for all physicians' services furnished in all fee
schedule areas for the year. The fee schedule amount for a
service is equal to the product of:

The relative value for the service;
The geographic adjustment factor (GAF) for the
service for the fee schedule area; and
The national dollar conversion factor for the
year.

Relative value unit. The relative value unit (RVU) for
each
service has three components.

The physician work component reflects physician

time
and intensity, including activities before and
after
patient contact.
The practice expense or overhead component
includes

all categories of practice expenses (exclusive of



malpractice liability insurance costs). Included
are
office rents, employee wages, physician
compensation,
and physician fringe benefits.
The malpractice expense component reflects costs
of
obtaining malpractice insurance.
The proportion that each component represents of the total
RVU
varies by service.
Geographic adjustment factor. The second major factor
used
in calculation of the fee schedule is the geographic
adjustment
factor (GAF) for the fee schedule area. There are currently
217
fee schedule areas nationwide.
The GAF is designed to account for geographic
variations in
the costs of practicing medicine and obtaining malpractice
insurance as well as a portion of the difference in
physicians'
incomes that is not attributable to these factors.
The GAF is the sum of three indices. Separate
geographic
practice cost indices (GPCIs) have been developed for each
of
the three components of the RVU, namely a work GPCI, a
practice
expense or overhead GPCI, and a malpractice GPCI. In
effect, a
separate geographic adjustment is made for each component.
However, as required by law, only one-quarter of the
geographic
variation in physician work resource costs is taken into
account in the formula. (Table E-25 at the end of this
chapter
shows the GAF values for each of the 217 fee schedule areas
nationwide.)
The three GPCI-adjusted RVU values are summed to



produce an
indexed RVU for each locality.

Conversion factor. The conversion factor is a dollar
multiplier which converts the geographically adjusted
relative
value for a service to an actual payment amount for the
service. The law requires the establishment of an initial
dollar conversion factor. The conversion factor is updated
annually beginning in 1992.

The law required the calculation of an initial dollar
conversion factor which was budget neutral relative to 1991
predicted expenditure levels. This means that if the
initial
conversion factor had applied in 1991, Medicare spending
would
equal what was projected to be spent under the reasonable
charge payment system in that year. The law also contained
provisions relating to payment calculations during the
1992-96
phase-in period; these are the transition provisions. The
Department's final implementing regulations included an
adjustment to reconcile the calculations required under
both
the budget neutrality and transition provisions. (This

adjustment to the ~~“adjusted historical payment basis is

discussed under -~ Transition rules'' below.)

The initial dollar conversion factor was set at $30.42.
The
1992 update was set at 1.9 percent. (See discussion of
update

calculation below.) Therefore the 1992 conversion factor
was
$31.001.

In 1993 two conversion factors applied--one for
surgical
services and one for nonsurgical services. The 1993
conversion
factor for surgical services was $31.96, and the conversion
factor for nonsurgical services was $31.25.

Beginning in 1994, a third conversion factor applies
for



primary care services. The 1994 conversion factor for
surgical
services is $35.15; the conversion factor for primary care
services is $33.72; the conversion factor for other
nonsurgical
services is $32.91.

Payment formula. In simplified terms the payment for
each
service is calculated as follows:

PAYMENT= CFx [ (RVUwork x GPCIwork) +

(RVUpractice expense x GPCIpractice
expense) +

(RVUmalpractice x GPCImalpractice)]

Where:

CF=conversion factor

RVUwork=physician work relative value units for the
service;

GPCIwork=geographic practice cost index value for
physician work in the locality (the value reflects only
one-
quarter of the variation in physician work as required by
law);

RVUpractice expense=practice expense or overhead
relative value units for the service;

GPCIpractice expense=geographic practice cost index
value for practice expense or overhead applicable in the
locality;

RVUmalpractice=malpractice relative value units for
the service;

GPCImalpractice=geographic practice cost index value
for malpractice applicable in the locality.

Transition rules. The law establishes specific payment
rules for the 1992-1996 phase-in period. To determine
payments
in 1992, comparisons were made between the fee schedule
amount
and the "~ “adjusted historical payment basis'' (AHPB) in the



payment locality. Generally, the AHPB was equal to the
average
Medicare allowance for the service in the locality in 1991,
updated to 1992. Implementing regulations applied a 5.5
percent
downward adjustment to this amount in order to maintain
budget
neutrality over the 5-year transition period.

If the reduced AHPB in a locality was less than 15
percent
over or under the fee schedule amount, payments were made
on
the basis of the fee schedule beginning in 1992. A
transition
was provided in the case of differences larger than 15
percent.
In 1992, the reduced AHPB amounts were increased or
decreased
by 15 percent of the fee schedule amount, whichever was
appropriate. Thus, for a service more than 15 percent below
the
fee schedule the payment equaled the reduced AHPB plus 15
percent fee schedule amount. For a service more than 15
percent
above the fee schedule, the payment equaled the reduced
AHPB
minus 15 percent fee schedule amount.

For 1993-95, payment is based on a blend of the
previous
year's amount (updated to the current year) and the fee
schedule amount; over the period, a gradually increasing
portion is based on the fee schedule. In 1993, 75 percent
was
based on the previous year's amount adjusted by the update
factor specified for the year and 25 percent was based on
the
fee schedule amount for the year. The percentage
attributable
to the previous year's fee is reduced to 67 percent in 1994
and
50 percent in 1995. All services are paid on the basis of



the
fee schedule beginning in 1996.

MEDICARE VOLUME PERFORMANCE STANDARDS; CONVERSION
FACTOR UPDATE

A key element of the fee schedule is the conversion
factor.
One consideration in establishing the annual update in the
conversion factor is whether efforts to stem the annual
rate of
growth in physician payments have succeeded. This is
measured
by the Medicare volume performance standard (MVPS).
Medicare volume performance standards. The law requires
the
calculation of annual MVPSs, which are standards for the
rate
of expenditure growth. The purpose of these standards is to
provide an incentive for physicians to get involved in
efforts
to stem expenditure increases. The relationship of actual
expenditures to the MVPS is one factor used in determining
the
annual update in the conversion factor.
Implementation of the MVPS provision began in fiscal
year
1990. OBRA 1989 effectively set a performance standard rate
of
increase for fiscal year 1990 for all physicians' services
and
specified a process for determining the standard in future
years. OBRA 1990 specified that the fiscal year 1991 MVPS
rates
of increase were to be set at the estimated baseline
percentage
increase in expenditures, minus 2 percentage points. The
amount
of this reduction is referred to as the ~“performance
standard

factor.'' OBRA 1993 increased the performance standard



factor

from 2.0 to 3.5 percentage points for 1994, and to 4
percent

points for each succeeding year. OBRA 1990 also provided,
beginning for fiscal year 1991, for the calculation of a
standard for all physicians' services, and for two
subcategories of physicians' services: surgical services
and

other services. Beginning in fiscal year 1994, OBRA 1993
required separate MVPS rates of increase for surgical,
primary

care, and other nonsurgical services.

Generally, the Congress is expected to specify the
performance standard rates of increase. The Secretary of
DHHS
is required to make a recommendation to the Congress by
April
15 each year. In making the recommendation, the Secretary
is to
consider inflation, changes in the number of part B
enrollees,
changes in technology, appropriateness of care, and access
to
care. The Physician Payment Review Commission (PhysPRC), a
Congressional advisory body, is required to review the
Secretary's recommendation and submit its own
recommendation by
May 15.

The Congress is then expected to establish the standard
rates of increase. If the Congress does not specify the
MVPS,
however, the rates of increase are determined based on a
default formula. The default standard is the product of the
following four factors reduced by a performance standard
factor:

Secretary's estimate of the weighted average
percentage increase in physicians' fees for
services
for the portions of the calendar years included in
the
fiscal year involved;



Secretary's estimate of the percentage change
from
the previous year in the number of part B
enrollees;
Secretary's estimate of the average annual
percentage
growth in volume and intensity of physicians'

services
for the preceding 5 fiscal years; and
Secretary's estimate of the percentage change in
physician expenditures in the fiscal year (not
taken
into account above) which will result from changes
in

law or regulations.

In fiscal year 1991, the performance standard factor
was 1
percentage point; this increased to 1.5 percentage points
in
fiscal year 1992, to 2 percentage points in fiscal year
1993,
to 3.5 percentage points in fiscal year 1994, and to 4.0
percentage points in subsequent years.

The MVPS for fiscal year 1994 is based on the default
formula. It is set at 8.6 percent for surgical services,
10.5
percent for primary care services, 9.2 percent for other
nonsurgical services, and 9.3 percent for all physicians'
services (see table E-1).

TABLE E-1.--MEDICARE VOLUME PERFORMANCE STANDARDS
[In percent]

Primary
Fiscal year
Care All



199 ettt ee e eeeneeeenenenenean 3.3 8.6
(\2\) 7.3
1992t ittt ee e ettt 6.5 11.2
(\2\) 10.0
1993t ittt et eete et eee et 8.4 10.8
(\2\) 10.0
1994 e it e e e e et 8.6 9.2
10.5 9.3

\1\Separate performance standards for surgical and
nonsurgical services

not required for fiscal year 1990.
\2\Separate performance standards for primary care services
not required

for fiscal years 1990-93.

TABLE E-2.--CBO PROJECTIONS OF MEDICARE

VOLUME PERFORMANCE STANDARDS\1\
[Fiscal years,

in percent]

1993 1994 1995 1996 1997 1998 1999
MVP standard overall\2\.....ieieeeeereeoccnscescancnnnns
10.0 9.3 10.0 4.8 5.0 4.0 4.1
Growth in overall expendituUresS......cceeeeeecccsscccccscs
5.5 8.9 11.2 10.7 11.1 9.6 9.1
DifferencCe. i e e e eeeeeeeeeeeeeeccsssssssssassssssssscsscaes
4.5 0.4 -1.3 -6.0 -6.1 -5.6 -5.1
Maximum allowable reduCtion.....ceeeeeeeccsssccccccsnsss
-2.0 -2.5 -5.0 -5.0 -5.0 -5.0 -5.0

MET adjuStment..ceeeeeeeeeeeeeessssssscccsocccssssssssss
-1.3 9.3 4.5 0.4 -1.3 -5.0 -5.0
Legislative adjustments\3\.....iiiiietieeereeeecnaneanns

0.0 -2.3 -2.2 0.0 0.0 0.0 0.0



Projected MEI (calendar YEaAr).::eeeeeeeeeeesssssssccccscss

2.7 2.3 2.9 2.8 2.7 2.6 2.5
Adjusted overall MEI (calendar y€aAr)...eeeeeeeccccccesss
1.4 9.3 5.2 3.2 1.4 -2.4 -2.5

\1\Because of uncertainty over the redistributive effects
of the physician fee schedule on the categories of
services, CBO projects only an overall default standard
for 1995-99.
\2\The 1993 and 1994 Standards were announced by the
Secretary of HHS. Standard values for 1995-99 are CBO
projections.
\3\The increase in physician's fees in 1994 and 1995 were
reduced by OBRA 1993 legislation. Surgical services
were reduced by 3.6% in 1994 and 2.7% in 1995. Medical
services (other than primary care) were reduced by 2.6%
in 1994, 2.7% in 1995. The numbers shown in this table
reflect a weighted reduction across all physician
services that were used by CBO to calculate an overall
update.
Source: Congressional Budget Office.

Table E-2 shows CBO projections of the MVPS and
components
of the MVPS through fiscal year 1999.

Conversion factor update. Annual updates in payments
under
the fee schedule are made by updating the dollar conversion
factor. The Congress is generally expected to specify the
percentage increase in the conversion factor. In April of
each
year (beginning in 1991), the Secretary of DHHS is required
to
recommend to the Congress an update (or updates) in the
conversion factor for the following year.

In making the update recommendation, the Secretary is
required to consider a number of factors including the
percentage change in actual expenditures in the preceding
fiscal year compared to the MVPS for that year, changes in
volume and intensity of services, beneficiary access to



care,
and the increase in the Medicare Economic Index (MEI). The
MET
is a percentage figure which is revised annually; it has
been
used in the program to limit annual increases in recognized
fees. The MEI is generally intended to reflect annual
increases
in the costs of operating a medical practice; however, for
several years the MEI percentage was set by the Congress.
(See
table E-3 for a history of MEI updates.)

The PhysPRC is required to review the Secretary's
update
recommendation and submit its own recommendation to
Congress by
May 15 of each year.

For 1993, separate updates were required for surgical
and
nonsurgical services. Beginning with the 1994 update, OBRA
1993
required separate updates for surgical services, primary
care
services, and other nonsurgical services. OBRA 1993 also
modified the MVPS by including anesthesia services in the
MVPS
for surgical services.

The Congress either specifies the update to the
conversion
factor or a default formula, specified in law, applies. The
default fee update is equal to the Secretary's estimate of
the
MEI increased or decreased by the percentage difference
between
the increase in actual expenditures and the MVPS for the
second
preceding fiscal year. (Thus, the 1994 updates reflect
actual
fiscal year 1992 experience.) However, the law specifies a
lower limit on the default update. Before the enactment of
OBRA



1993, the maximum downward adjustment in the update was 2
percentage points in 1992 and 1993, 2.5 percentage points
in

calendar years 1994 and 1995, and 3 percentage points for
any

succeeding calendar year. However, OBRA 1993 changed for
maximum downward adjustment for 1995 and any succeeding
year to

5.0 percentage points. There is no restriction on upward
adjustments to the MEI.

OBRA 1993 required the MEI for calendar year 1994 to be
reduced by 3.6 percentage points for surgical services and
2.6
percentage points for nonsurgical services other than
primary
care services. OBRA 1993 also required the MEI to be
reduced by
2.7 percentage points in 1995 for both surgical and
nonprimary
care nonsurgical services. Primary care services were
exempt
from the statutory reductions in the MEI in 1994 and 1995.

The default formula was used to calculate the update
for
calendar year 1994. The 1994 MEI is 2.3 percent. The
conversion
factor was increased to 10 percent for surgical services,
7.9
percent for primary care services, and 5.3 percent for
other
nonsurgical services. The fee updates were set above the
MET
because the growth rates in spending for both surgical and
nonsurgical services were less than the fiscal year 1992
volume
performance standards. (See table E-3 for previous fee
schedule
updates.

TABLE E-3.--MEDICARE UPDATE FACTORS FROM 1973-1994



Annual

increase

Medicare economic index

(percent)

May 1,
2.148

NA
1975 to June
17.90
1976 to June
8.23
1977 to June
6.35
1978 to June
5.08
1979 to June
7.50
1980 to June
8.15
1981 to June
7.96
1982 to June
8.88
1983 to June
5.85
1984 to Apr.
\1\0

1986 to Dec.

\2\4.15
1987 to Mar.
\3\3.20

30,

30,

30,

30,

30,

30,

30,

30,

30,

30,

31,

31,

ooooooooooooooooooooo

ooooooooooooooooooooo



Anesthesiology,

Primary Other

radiology, &
care services

overvalued

services
procedures\8\
Apr. 1, 1988 to Dec. 31, 1988 \4\3.60 \4\1.00
1.00
Jan. 1, 1989 to Mar. 31, 1990 \5\3.00 \5\1.00
1.00
Apr. 1, 1990 to Dec. 31, 1990 \6\4.20 \7\2.00
0
Jan. 1, 1991 to Dec. 31, 1991 2.00 0
0

Primary
Other
Physician fee schedule update care Surgical
nonsurgical

services services
services
Jan. 1, 1992 to Dec. 31, 1992. 1.90 1.90
1.90
Jan. 1, 1993 to Dec. 31, 1993. 0.80 3.10
0.80
Jan. 1, 1994 to Dec. 31, 1994. 7.90 10.00
5.30

\1\MEI was held constant during fee freeze.



\2\Percentage increase was mandated by Public Law 99-272
and applied

only to participating physicians.
\3\Percentage increase was mandated by Public Law 99-509
and applied to

both participating and nonparticipating physicians.
Prevailing charges

of nonparticipating physicians were 96 percent of the
prevailing

charges for participating physicians.
\4\Percentage increase was mandated by Public Law 100-203.
Prevailing

charges for services provided by nonparticipating
physicians are 95.5

percent of the prevailing charges for participating
physicians.
\5\Percentage increase was mandated by Public Law 100-203.
Prevailing

charges for services provided by nonparticipating
physicians are 95

percent of the prevailing charges for participating
physicians.
\6\Prevailing charges for services provided by
nonparticipating

physicians are 95 percent of the prevailing charges for
participating

physicians.
\7\Percentage increase was mandated by P.L. 100-239.
Prevailing charges

for services provided by nonparticipating physicians are
95 percent of

the prevailing charges for participating physicians.
\8\Services considered overpriced are specified in table 2
in the

"~“Joint Explanatory Statement of the Committee of
Conference''

submitted with the conference report to accompany P.L.
100-239.
NA--Not applicable.

Source: Health Care Financing Administration, Office of the



Actuary,
Office of Medicare and Medicaid Cost Estimates.

LIMITS ON BENEFICIARY LIABILITY

Medicare pays 80 percent of the fee schedule amount
after
the beneficiary has met the $100 deductible for the year.
The
beneficiary is responsible for the remaining 20 percent,
known
as coinsurance. If a physician does not accept assignment
on a
claim, the beneficiary may be liable for additional charges
known as balance billing charges. However, the law places
certain limits on these balance billing charges.

Assignment/participation. The new payment system
retains
the Medicare concepts of assignment and participation. As
under
the previous reasonable charge payment system, a physician
is
able to choose whether or not to accept assignment on a
claim
paid under the fee schedule. In the case of an assigned
claim,
the physician bills the program directly and is paid an
amount
equal to 80 percent of the fee schedule amount (less any
unmet
deductible). The physician may not charge the beneficiary
more
than the applicable deductible and coinsurance amounts. In
the
case of nonassigned claims, the physician still bills the
program directly; however, Medicare payment is made to the
beneficiary. In addition to the deductible and coinsurance
amounts, the beneficiary is liable for the difference
between
the fee schedule amount and the physician's actual charge,
subject to certain limits. This is known as the balance



billed
amount.

A physician may become a participating physician. A
participating physician is one who voluntarily enters into
an
agreement with the Secretary of DHHS to accept assignment
on
all claims for the forthcoming year. Medicare patients of
these
physicians never face balance billing charges.

The law includes a number of incentives for physicians
to
become participating physicians, chief of which is higher
recognized fee schedule amounts. The fee schedule amount
for a
nonparticipating physician is only 95 percent of the
recognized
amount for a participating physician.

The law specifies that physicians are required to
accept
assignment on all claims for persons who are dually
eligible
for Medicare and Medicaid. This includes ~"qualified
Medicare

beneficiaries'' (QMBs); these are persons with incomes
below

poverty for whom Medicaid is required to pay Medicare
premiums

and cost-sharing charges.

Balance billing limits. For several years, the law has
placed limits on balance billing charges. From 1987-90, the
program placed a physician-specific limit on actual charges
of
physicians which was known as the maximum allowable actual
charge or (MAAC). Beginning in 1991, new limits were phased
in.

The new limiting charges are set at a maximum
percentage
above the recognized payment amount (the prevailing charge
in
1991 or the Medicare fee schedule amount in subsequent



years)

for nonparticipating physicians. Recognized payment amounts
for

nonparticipating physicians are 95 percent of such amounts
for

participating physicians. The limiting charges are
therefore a

percentage of this reduced amount.

In 1991, a physician's limiting charge was the same
percentage (not to exceed 25 percent) above the 1991
recognized
payment amount as their 1990 MAAC was above the 1990
recognized
payment amount. This was referred to as the 125-percent
limit.

In 1991 only, the limit for evaluation and management
services
was 140 percent.

In 1992, a physician's limiting charge was the same
percentage (not to exceed 20 percent) above the 1992
payment
amount as their 1991 limiting charge was above the 1991
recognized payment amount. This was referred to as the 120-
percent limit. For 1993 and subsequent years, the limiting
charge for nonparticipating physicians is 115 percent of
the
fee schedule amount.

Because certain items and services are excluded from
the
physician fee schedule, beneficiaries do not have limiting
charge protection for them. OBRA 1993 expanded the scope of
the
limiting charge protection, however. Beginning in 1994, the
limiting charge provision applies to drugs and biologicals
that
are furnished incident to physicians' services. In
addition,
the limiting charge provisions now apply to
nonparticipating
suppliers.



MEDICAL CARE OUTCOMES AND EFFECTIVENESS
RESEARCH

In the fourth part of the physician payment reform
package,
Congress created a new agency, the Agency for Health Care
Policy and Research, which replaced the then existing
National
Center for Health Services Research in the Public Health
Service. The mission of the new agency is to enhance the
quality, appropriateness and effectiveness of health care
services and access to such services. These goals are to be
accomplished by establishing a broad base of scientific
research and promoting improvements in the clinical
practice of
medicine and the organization, financing and delivery of
health
care services.

Specifically, the agency is directed to conduct and
support
research, demonstration projects, evaluations, training,
guideline development and the dissemination of information
on
health care services and delivery systems, including
activities
on: (1) the effectiveness, efficiency, and quality of
health
care services; (2) the outcomes of health care services and
procedures; (3) clinical practice, including primary care
and
practice-oriented research; (4) health care technologies,
facilities and equipment; (5) health care costs,
productivity
and market forces; (6) health promotion and disease
prevention;
(7) health statistics and epidemiology; and (8) medical
liability.

IMPACT OF MEDICARE FEE SCHEDULE

The Medicare Fee Schedule was designed to remove many



of
the inequities of the previous payment system by shifting
payment away from tests and procedures toward evaluation
and
management services. Because the fee schedule was intended
to
be implemented in a budget-neutral fashion, total outlays
under
the new system were expected to match the outlays that
would
have occurred under the previous payment system. In
general,
under the new payment system, primary care physicians were
expected to receive higher payments per service, and
specialty
physicians were expected to receive lower payments per
service.

The overall payment level under the Medicare Fee
Schedule
is established through the conversion factor. In effect,
the
conversion factor translates the relative value units for
individual procedures into actual dollar payments. Increaes
or
decreases in the overall level of payments are accomplished
by
adjusting the level of the conversion factor. In moving
from
the former payment system to the fee schedule, DHHS was
required to set the initial conversion factor in a budget-
neutral manner. Inaccuracies in setting the conversion
factor
could result in either underpayment to physicians or in
excess
outlays by the Medicare program. This calculation of the
conversion factor required DHHS to make a number of
important
assumptions regarding both the number and type of services
that
would be provided. Of particular importance was the
projected



increase in the volume and intensity of services in
response to

changes in payment rates. The Department contended that
past

experience suggested that implementation of the new payment
system would be accompanied by increases in volume and
intensity of services. To account for these increases, DHHS
made a =~ baseline adjustment'' in the conversion factor.

Using data from 1991, 1992, and 1993, PhysPRC has
examined
the initial impact of the Medicare Fee Schedule on
physicians.

Table E-4 shows the change in Medicare payment to
physicians

between 1991 and 1993, by specialty. Changes in payment
measured from 1991 to 1993 reflect four aspects of payment
reform: two years of transition to the Medicare Fee
Schedule,

the uniform upate for 1992, the differential update for
surgical and nonsurgical services for 1993, and refinements
to

the relative values for 1993.

From 1991 to 1993, physicians' payments per service
declined by 4 percent. Surgical specialties had about an 8
percent reduction in payment per service compared with the
2
percent increase for medical specialties. Specialties that
predominantly provide evaluation and management services
fared
better. Payments to general and family practitioners
increased
by 17 percent over the two-year period, while those to
internists rose by 2 percent. Pathologists and thoracic
surgeons had the largest reduction of 16 percent, followed
by
gastroenterologists, radiologists, and cardiologists with
reductions ranging from 10 percent to 12 percent.

The total Medicare payment a physician receives depends
not
only on the payment per service but also on changes in the
number and intensity of services billed. Although



physicians
had about a 4 percent reduction in payment overall, a 6
percent
increase in the number and intensity of services per
physician
led to about a 4 percent increase in total Medicare payment
per
physician over the 2-year period.

While payment rates to a majority of specialties fell,
on
average, most of these specialties provided more services.
These increases, however, did not completely offset the
reductions for most surgical specialties which had net
reductions in Medicare payment. With restrictions on
balance
billing and higher participation rates, most surgical
specialties had total reductions in Medicare revenue
ranging
from 6 percent to 12 percent over the 2-year period. Only
urologists saw no change from 1991 to 1993. With increases
in
both payment per service and the number of services
provided,
family and general practitioners saw total Medicare payment
increase by 23 percent from 1991 to 1993, while total
Medicare
revenue increased by 19 percent.

Using data from 1991 and 1993, PhysPRC also examined
the
initial impact of the Medicare Fee Schedule on physicians
by
state. Table E-5 shows the estimated change in Medicare
payment
rates by state and service category between 1991 and 1993.
Overall, payment rates for all services declined by 3
percent
from 1991 to 1993, while those for primary care services
increased by 11 percent. Medicare payment rates for all
services declined in all but 13 states. In contrast,
payment
rates for primary care services increased in all but 4



states.

Changes in payment rates for all services ranged from a 5
percent increase in Colorado to a 9 percent decrease in
Alaska

and Nevada. Payment rates for primary care services
increased

substantially in many states, with 19 states experiencing
increases of 20 percent or more. Payment rate changes for
primary care services ranged from a 32 percent increase in
Mississsippi to a 9 percent decrease in Alaska.

TABLE E-4.--CHANGE IN MEDICARE
PAYMENT, BY SPECIALTY, 1991-93
[Percentage
change]

Volume and

Medicare intensity Medicare Medicare
Specialty
payment per of services payment per revenue per

service per physician physician\1\
physician
MediCal..eeeeeeeeoeooeeeaaseoeoooossssssssssssssssasssssssss
2 8 8 4

CArdiOlOgy . ceeeeeeesscsssseseeeessssssssssssssssssssssssssss
-10 19 8 4

Family/general pPractiCE...cceeeeeeeescceesssccosssonsss
17 6 23 19

GastroenterO0logy.ceeeeeeeeeseecsessessessocscsosscsosscssscssses
-12 21 8 6

Internal medicine..eeeeeeeeeeeeesns c e e s eeececcccaaassns
2 -4 -2 -6

Other medical...eeeeeeeeeeeeeeeeaeeeecccoccsssssssssscses

0 19 16 12



SUYGIiCaAleeeeeeeeeeeeeoosssssssacssosscasssssssssssssssccccsss

-8 4 -4 -8

General SUTXgeTrY.eeeeeeeseesessocssessocssocsssssssssssssses
-6 4 -2 -6

OPhthalmOlOogy e e eeeeeeeeeeeeeeeeeeececoosoosoossssscsccsess
-8 2 -8 -10

OrthopediC SUIgerY..eeeeeeeeeeeeeecccccccccssssssssssses
-8 4 -4 -10

ThOYraACiC SUTgGErY.eeeeeeeeeeeeeasssssscscsssssssssssssscss
-16 10 -8 -12

L0 31 o T 1
-4 8 4 0

Other suUrgical....eeeeeeeeeeeeeessssscsccccssssssssssscss
-2 4 2 -2
Radiology/PathOlogy.ceeeeeeeeeesceeessaeecsssoesssseassness
-12 16 2 0

RAAIOLOgY e e e eessseseecooessssssssssssssssssssssssssssass
-12 15 0 0

PathOlOgy e oo e eeeeeeeeeeeeeeeeeeseeassceesssceassscossscns
-16 32 10 6
Al]l PhySiClaAnS.eeeeeeesssssscsescocssssssssssssssssssssssssscss
-4 6 4 0

\1\Includes balance billing.

Note.--For these analyses, ER physicians were redesignated
as general practitioners, which lead to substantial
changes in estimates of payments per service for family
and general practitioners and for internists. In
addition, vascular surgeons were combined with general
surgeons, while cardiac surgeons were combined with
thoracic surgeons.

Source: Physician Payment Review Commission analysis of
1991 and 1993 Medicare claims, 5 percent sample of
beneficiaries.

TABLE E-5.--ESTIMATED PERCENT CHANGE IN MEDICARE PAYMENT
RATES, BY



STATE AND CATEGORY OF SERVICE,

1991-93

Primary
State All care

Other

services
services services
Alabama..ceeeeeeeeesososcsososcosscscans -1
14 -5
AlasKaA.eeeeeeeesososososossossossssssnssess -9
-9 -9
AriZONa..ceeseeeeeeecsccasssssnsscssssas -6
-3 -7
ArKaANSaS.eeeeeesesosososossosssssssssssss -3
21 -8
California...eeeeeeeeeeceecscecascccnsncs -6
0 -7
COloradO.eeeeeeesoeeossosesescscsascnananse 5
21 2
ConnecticUt..eeeeeeeeeeeeeesoceasoncannns -5
0 -6
DElaWwareE..eeeeeeeecsoscscssossscsscsscscsacs 0
16 -4
District of Columbia....cccieeeeeeeeenns -3
6 -5
Florida..eeeeeeeeeeeeososeeososeaasosncaasncs -7
1 -9
GEOYgiA..eeeeeeesseeeescoccoosssssssnns -2
19 -6
Hawail..eeeeeoeeoooeeooeaasoseaasosnaasnes -6
-3 -8
IdahO. .t i ittt it eeeeeeeccscccanscannans 2
21 -2
I11in0iS.eeeeeeeeeeesoseeasosccasoscaananes -2

15 -6



19 -6
Towa.eeeeeees
28 -1
Kansas.......
21 -5
Kentucky.....
23 -3
Louisiana....
23 -8
Maine........
18 -5
Maryland.....
7 -8

Massachusetts
2 -4

Michigan.....
21 -3
Minnesota....
24 -3
Mississippi..
32 -1
Missouri.....
17 -4
Montana......
17 -4
Nebraska.....
21 -5
Nevada.......
-6 -10
New Hampshire
27 -1
New Jersey...
17 -3
New Mexico...
15 -7

New York

oooooooooooooooooooooooooo

oooooooooooooooooooooooooo

oooooooooooooooooooooooooo



8 -4

North Carolina@...ceeceeeescsceescsccancces 0
18 -4
North Dakota....cieeeeeieeeeeecaccacnns -1
19 -5
0] o X L -3
11 -6
OklahOma....eeeeeeeeeeceocsscsscsncscnas -1
17 -4
[0 o> o ) o 1
13 -2
PennsSylvanid...cceeeeeceececcccccssssssss -3
12 -6
Puerto Rico and Virgin IslandS......... -5
1 -7
Rhode Island...cceeeeeeecescscscscncnanse 0
17 -4
South Carolina..cceeeeeeceeecscccsccanss 2
28 -3
South Dakota...eeeeeeeeeesososcsoconans -1
19 -4
TENNESSEE . et et eoecescscscsossossosssssssss 0
21 -4
T EXAS e e eeeosessessosssosscssassosssoscscsacs -2
20 -6
L0 o= o 4
28 -1
Vermont..eeeeeeeeeeeosecseccsccscscscscsscs 2
22 -4
Virginid.eeeeeeeeeeeceeeecsscsssssnccas 1
20 -3
Washington.....oeeeeeeeeeeeeeecccannnns 0
15 -3
West Virginia..eeeeeeeeeesesesosccccassns -2
9 -5
WisSCONSiN.eeeeeeeeeeeeesoseeasoasancasas 0

14 -3



WYOMINGeeeeeeoeeoooosssssssssosccccssss 4
21 0

Al]l StateS..ccceeeeeeeeeeeeccccccccccess -3
11 -5

Note.--CPT codes for visit services were converted from
1991 to 1993

coding before calculating fee changes. Therapeutic
radiology services

and dialysis services were omitted due to difficulties
calculating

fees per unit of service.

Source: PPRC analysis of Medicare 1993 BMAD procedure file
and 1993 5

percent beneficiary Standard Analytic File data. 1993
data are

calculated from claims incurred in the first six months
of 1993 only.

SELECTED FEE SCHEDULE ISSUES

Establishment of relative values. Relative value units
(RVUs) for physician work were based primarily on work done
by
a Harvard University research team. DHHS used panels of
carrier
medical directors to review comments received on the values
contained in the proposed regulations to fill gaps in the
Harvard relative value scale (RVS), and to resolve
identified
anomalies.

In recognition of that fact that further refinements
might
be necessary, DHHS designated the relative work values
implemented on January 1, 1992 as "~ “initial'' values. Final
RVUs for existing procedure codes under the fee schedule
and



interim RVUs for new and revised codes were issued in
November
1992 and again in December 1993.

Due to changes in RVUs for codes reviewed as part of
the
refinement process, the addition of new codes to the fee
schedule, and the revisions in payment policies, DHHS
determined that net increases would have added a projected
$45
million in expenditures in calendar year 1994. Because
certain
revisions to the fee schedule are to be made in a budget-
neutral manner, a uniform adjustment factor of -1.3 percent
was
added to all RVUs for 1994. This budget-neutral adjustment
factor is the sum of two different adjustment factors that
were
necessary. The $45 million that would have been added to
Medicare payments required an adjustment to all RVUs of
-0.1
percent to ensure budget neutrality. Two additional OBRA
1993
changes, elimination of electrocardiogram (EKG) reductions
and
new physician reductions, required an adjustment to all
RVUs of
-1.2 percent to ensure budget neutrality for these issues.

OBRA 1993 required that an adjustment be made to
practice
expense RVUs for services for which practice expense RVUs
exceed 128 percent of the corresponding work RVUs (and
whose
services are performed less than 75 percent of the time in
an
office setting). For services meeting these criteria, the
1994
practice expense RVUs were reduced by 25 percent of the
amount
by which the practice expense RVUs exceed the 1994 work
RVUs.
In 1995 and 1996, the excess, as determined for 1994, will



be

reduced an additional 25 percent each year. Practice
expense

RVUs will not be reduced to an amount less than 128 percent
of

the 1994 work RVU for a service. Certain services that are
provided in office settings at least 75 percent of the time
are

exempt from cuts in practice expense RVUs.

Visit codes. Approximately one-third of Medicare
expenditures for physicians' services are made for medical
visits and consultations; these are referred to as
evaluation
and management services. Physicians bill for these services
based on current procedure and terminology (CPT) codes
developed by the American Medical Association (AMA).

Historically, there were wide variations in the way
physicians used visit codes. To a degree, these differences
could be accommodated under the old reasonable charge
payment
system. However, uniform definitions were needed under the
new
fee schedule. This is because a single relative value is
assigned to each code nationwide.

The CPT editorial panel adopted new definitions and new
code numbers for all visit categories, effective January 1,
1992. The physician work relative value units are based on
these new definitions. The new definitions rely primarily
on
the clinical content of the visit to differentiate among
levels
of care. Most codes also indicate the typical amount of
time
spent by a physician in performing the service; this is an
ancillary factor in code selection.

PhysPRC's analysis of claims data for all of 1992 and
the
first half of 1993 reveals some important successes
concerning
the new coding system. Physicians appear to be using the
new



codes in a more discriminating fashion. For all classes of
visits (for example, office visit with a new patient) fewer
physicians used only one level of service in coding, and
more

physicians used all the levels of service. The most
substantial

improvements came in hospital visits. Tracking the average
level of service within classes of visits over the first
six

quarters demonstrated stable patterns of coding over time.

Global surgery policy. Medicare carriers have typically
bundled payment for services associated with a surgery into
one
code, which is referred to as a global surgical service.
Historically, there have been differences among carriers in
the
scope and duration of services included in the global
surgery
payment.

A uniform global surgery policy has been in effect
since
January 1992. The services included in the package are all
preoperative services provided on the day before the
surgery,
all intraoperative services that are a normal and necessary
part of the surgical procedure, and all related services
provided during a 90-day postoperative period (with the
exception of services provided in connection with return
trips
to the operating room). The initial consultation with the
surgeon is outside the global surgical package.

Specific rules also apply for minor surgeries and
endoscopies. No payment will generally be made for a visit
on
the same day as the procedure unless a separately
identifiable
service is furnished. A zero or 10 day postoperative period
applies for minor surgeries. (Those with a 10 day period
are
listed in an addendum to the final regulations.) There is
no



postoperative period for endoscopies performed through an
existing body orifice. Other endoscopies are subject to
either

the major or minor surgical service policy, whichever is
appropriate.

Anesthesia services. For several years, payments to
anesthesiologists were made on the basis of a fee schedule
which predated the RBRVS fee schedule. This anesthesia fee
schedule used a separate set of relative values, known as
the
relative value guide, for anesthesia services which were
developed by the American Society of Anesthesiology.
Generally,
the number of relative value units was the sum of base
units
and time units.

Generally, the allowable base units from the relative
value
guide were used when anesthesia services were integrated
into
the overall fee schedule. Unlike the policy for other
services,

DHHS temporarily retained the use of actual time in the
final

regulations; this was done pending further study of the
issue.

The retention of actual time requires that anesthesia
services

have a separate conversion factor. The anesthesia
conversion

factor in 1994, which reflects updates and budget
neutrality

adjusters, is $14.20.

Anesthesia services may be performed directly by the
anesthesiologist, by a certified registered nurse
anesthetist
(CRNA) under the medical direction of an anesthesiologist
or by
a nonmedically directed CRNA. If a physician personally
performs the anesthesia service, payment is based on the
anesthesia-specific conversion factor and unreduced base



units

and time units with each time unit equivalent to 15
minutes. If

a physician medically directs an anesthesia service on or
after

January 1, 1994, the allowance is 60 percent of the
allowance

for the same service personally performed by the
anesthesiologist. This percentage is reduced each year so
that

beginning January 1, 1998, it is 50 percent.

The allowance for an anesthesia service furnished by a
medically directed CRNA on or after January 1, 1994 is
calculated at 60 percent of the allowance for the same
service
personally performed by the anesthesiologist. This
percentage
is reduced each year so that beginning January 1, 1998, it
is
50 percent. Anesthesia services furnished by a nonmedically
directed CRNA are calculated based on allowable base and
time
units, the same as for anesthesia services personally
furnished
by an anesthesiologist, and a statutorily mandated national
conversion factor, that is geographically adjusted. The
nonmedically directed conversion factor is limited by the
physician anesthesia conversion factor for the same payment
area.

Beginning in 1994, the allowance for the teaching
anesthesiologist's involvement in a single anesthesia case
with
an anesthesia intern or resident is determined in the same
manner as the allowance for the anesthesa service
personally
furnished by the nonteaching anesthesiologist.

Radiology services. Prior to 1992, radiology services
performed by radiologists (or physicians for whom radiology
services accounted for at least 50 percent of their
Medicare
billings) were paid under a radiology fee schedule. The



relative values were based on values developed by the
American

College of Radiology. In 1992, as required by law, the
radiologist fee schedule was integrated into the overall
physician fee schedule. Prior relationships among radiology
services were preserved, while appropriate modifications
were

made to develop consistent relationships between the
physician

work involved in radiology services and all other physician
services. The work, practice expense, and malpractice RVUS
were

integrated separately.

Special payment rules apply to certain categories of
radiology services. For portable x-ray services, national
relative value units have been established which reflect
equipment set-up costs per procedure. Associated
transportation
costs will continue to be priced locally.

The use of complete procedure codes has been
discontinued
for interventional radiological services; this is
consistent
with CPT changes. Payment of the full fee schedule amount
is
made for the radiological portion (supervision and
interpretation code) of an interpretive radiologic service
and
for the primary nonradiologic service (the surgical code).
For
any other procedure codes, a reduction applies.

Payments for electrocardiograms (EKGs). For the 1994
fee
schedule, separate payment for EKG interpretations
performed in
conjunction with visits and consultations is restored.
(Separate payment had been barred since January 1, 1992.)
The
RVUs for visits and consultations will be reduced by the
number
of RVUs that were added to account for EKG interpretations.



To
ensure budget neutrality, a 0.3 percent reduction will be
made
to all RVUs including EKGs, visits, and consultations. (The
0.3
percent reduction corrects an error made in HCFA's original
calculation in adding EKG RVUs to visit and consultation
RVUs.)
To ensure the provision is budget neutral throughout the
remainder of the transition to the physician fee schedule,
HCFA
will reduce the 1994 transition payment amount by 0.7
percent.
New physicians. Prior to January 1, 1994, new
physicians
were paid at a reduced rate for the first four years of
practice. This policy did not apply to primary care
services or
services furnished in health manpower shortage areas. This
policy was first incorporated in OBRA 1987; it was
subsequently
expanded and modified by OBRA 1989 and OBRA 1990. The
payment
adjustment was rescinded by OBRA 1993, so Medicare payments
for
services furnished by new pysicians and practitioners are
now
the same as payments made for the same services furnished
by
established physicians. To maintain budget neutrality, a
0.9
percent reduction was applied to all fee schedule RVUs and
transition amounts for physician services (but not
anesthesia
services), anesthesia conversion factors, and the
prevailing
charge or fee schedule amount for practitioner services.
Physician pathology services. A limited number of the
services listed in the pathology section of the CPT are
identified as physician pathology services. The remainder
are



generally clinical diagnostic laboratory services which are
paid under a separate fee schedule.

The law requires an adjustment to reflect the technical
component of furnishing physician pathology services
through a
laboratory that is independent of a hospital and separate
from
a physician's office. DHHS set the technical component at
15
percent of the professional component amount. DHHS also
identified a new category of services--clinical laboratory
interpretation services. Fifteen clinical laboratory codes
have
been identified for which a separate payment may be made if
the
interpretation is requested by the patient's attending
physician, results in a written narrative report, and
requires
exercise of medical judgment by the pathologist.

Defining geographic payment localities. Under the
reasonable charge system, Medicare used 240 payment
localities
nationwide. These payment localities have been retained
under
the fee schedule except in five States (Nebraska, North
Carolina, Ohio, Oklahoma, and Minnesota) where physicians
demonstrated overwhelming support for using statewide
localities. There are currently 217 payment localities
under
the fee schedule.

OBRA 1989 required PhysPRC to conduct a study to
determine
the feasibility of using an alternative configuration, such
as
States or metropolitan statistical areas, for payment
purposes
under the fee schedule. PhysPRC recommended use of
statewide
fee schedule areas except in States with high intrastate
price
variation; in these States, up to five areas would be



defined.

DHHS is examining this and other recommendations. A change
in

the current locality structure would require a statutory
change.

PAYMENT FOR CLINICAL LABORATORY SERVICES

Since 1984, payment for clinical laboratory services
has
been made on the basis of a fee schedule established on a
regional, statewide or carrier service area basis. As a
matter
of practice, the Secretary has established fee schedules on
a
carrier service area basis. The law set the initial fee
schedule payment amount for services performed in
physicians'
offices or independent laboratories at the 60th percentile
of
the prevailing charge level established for the fee screen
year
beginning July 1, 1984. Similarly, the initial fee schedule
payment amount for services provided by hospital-based
laboratories serving hospital outpatients was set at the
62nd
percentile of the prevailing charge level. Subsequent
amendments limited the percentage differential to
“"qualified
hospitals.''
hospital
(as that term is used for payment under Medicare's hospital
prospective payment system) which provides some clinical
diagnostic tests 24 hour a day in order to serve a hospital
emergency room which is available to provide services 24
hours
a day, 7 days a week.

The fee schedule payment amounts have been increased
periodically since 1984 to account for inflation, though
scheduled increases have in some instances been delayed and
in

A qualified hospital is a sole community



one case did not occur. Allowable annual increases in 1991,
1992, and 1993 are limited to 2 percent. Allowable annual
increases in 1994 and 1995 would be 0 percent.

Effective April 1, 1988, the law reduced the fee
schedule
amounts by 8.3 percent for certain automated tests and
tests
(except for cytopathology tests) that were subject to
lowest
charge level limits prior to implementation of the fee
schedule. The reduced payment amounts serve as the basis
for
all future updates for these services.

Beginning in 1988, the law established national
ceilings on
payment amounts. Initially the ceiling was set at 115
percent
of the median for all fee schedules established for that
test.
This percentage has been lowered several times. Beginning
January 1, 1991, the level is set at 88 percent of the
median
of all fee schedules for that test. The national ceiling on
payment amounts would be lowered to 84 percent beginning
January 1, 1994, 80 percent beginning January 1, 1995 and
76
percent beginning January 1, 1995.

Payment for clinical laboratory services (except for
those
provided by a rural health clinic) may only be made on the
basis of assignment. The law specifically applies the
assignment requirement to clinical laboratory services
provided
in physicians offices. Payment for clincial laboratory
services
equals 100 percent of the fee schedule amount; no
beneficiary
cost-sharing is imposed.

Laboratories are required to meet the requirements of
the
Clinical Laboratory Improvement Act (CLIA). This



legislation,

which focuses on the quality and reliability of medical
tests,

was substantially revised in 1988 (CLIA 1988). CLIA 1988
strengthened Federal regulation of laboratories and
expanded

Federal oversight to virtually all laboratories in the
country,

including physicians office laboratories. Implementing
regulations were issued February 28, 1992; technical and
clarifying corrections were issued January 19, 1993.

HISTORICAL DATA
ASSIGNMENT RATE EXPERIENCE

The total number of assigned claims as a percentage of
total claims received by medicare carriers for physicians
and
other medical services is known as the total assignment
rate.

Initially, the net assignment rate was computed in the same
manner except that it omitted hospital-based physicians and
group-practice prepayment plans which were considered
assigned

by definition (this distinction is no longer made). The net
assignment rate declined until the mid-1970's when the rate
leveled off at about 50 percent. Since 1985, the rate has
increased significantly rising to 89.2 percent in 1993.
This

reflects both the impact of the participating physician
program

as well as the requirement that laboratory services must be
paid on an assigned basis. Chart E-1 and table E-6 show the
net

assignment rates for fiscal years 1969-93.

<CHART E-1>

TABLE E-6.--NET ASSIGNMENT RATES,\1\ BY YEAR, 1969-93



[In percent]

Covered

Fiscal year
Claims charges
S
61.0 NA
1970 . eeeeeeeeeeeeeeeeoosssssssssssssssasssssssss
61.2 NA
107 1. i i i e ittt i ieeeeeeeeeecsssscssssssnccassssscnss
60.1 NA
1072 . ittt it ittt eeeeeeeeeossssssssssssscsasssssssss
56.4 NA
S
53.4 49.0
1074 . e it iiiieieeeeeeeeeocssscsasosscscocssssanns
52.2 47.8
I
51.9 47.7
0
51.0 47.8
0
50.5 47.9
0
50.6 49.3
I
51.1 50.4
0
51.4 51.3
198l i iiiiiieeeeeeeeeeeecsssssssssssssccasssssssss
52.2 52.9
I
52.8 53.8
2
53.5 55.3
.



67.7 67.4
R - 1
68.0 69.5
1987 ceeeieeeeecsccecsoscosccssssscscsssosscsscsccscscss
71.7 73.7
I
76.3 79.4
R L
79.3 82.6
I
80.9 84.8
R L N
82.5 87.6
I
85.5 90.8
R L S
89.2 94.0

\1\Both measures of assignment exclude claims from
hospital-based

physicians and group-practice prepayment plans that are
considered

assigned by definition.

Source: Health Care Financing Administration, Bureau of
Program
Operations.

The statistics included in table E-6 are program-wide
data.
Assignment rates vary geographically. For example, the
assignment rate (taken as a percent of dollars) for
physician
services in fiscal year 1993 ranged from a low of 50.2
percent
in South Dakota to a high of 99.8 percent in Rhode Island.
The
national average assignment rate for physicians services
during



this period was 93.2 percent (see table E-7).

TABLE E-7.--PHYSICIAN ASSIGNMENT RATES AS PERCENT OF
ALLOWED CHARGES, BY STATE, FOR SELECTED YEARS\1\
[In
percent]

Fiscal year--
Census division/State

1985 1987\2\ 1989 1990 1991 1992 1993

National...eeeeeeeeeeoeoeeoosoeessoesassoscsssoscsasscsasccss
65.5 70.8 80.6 83.0 86.1 89.4 93.2
New England:
MAIiNE.eeeeeeeesoeeososesassosesassosasasscsssscsssscssss
81.5 84.3 91.4 92.4 94.4 96.7 98.0
New HampsShire...eeeeeeeeeeeeeeeessseeaaccococccnss
56.5 58.3 67.8 69.9 80.8 89.4 93.9
VermONt ..o eeeeeeeeeeecessocesosocsesososcsssocoscsssocscssse
64.3 71.7 93.4 94.7 95.9 97.8 98.6
MassachusettsS\3\ .. et iieeeeeeeeeeeeeeeeeanoooccnss
93.7 98.2 99.3 99.5 99.5 99.6 99.7
Rhode Island....cceeeeeeeeccescsscsscsscsscsscscscaes
94.0 95.1 97.1 98.7 99.7 99.7 99.8
CONNECEICUL .t e eeeeoeeesoseecsoscccsosccsssassssscsssns
57.6 62.8 80.4 84.7 87.7 91.7 94.7
Middle Atlantic:
New YOrK:.:eeeeeeeoeooososososssasssssesascsasascscs
70.3 73.9 8l.1 81.9 84.4 87.7 90.7
NeW JErSEeY e eeeeeeeeeeeocscscossccssoscssoscssscccsnscsscaes
62.3 63.8 70.4 73.0 76.3 80.5 85.4
PENNSYLlVANIiA:eeeeeeeeeccocssssssssssccccasssssssas
88.1 91.0 94.9 95.7 98.5 99.1 99.4
East North Central:
ORi10:eeeeeeeeeeeesoeeasoeeasosessscsassssasssssssssns



49.6 59.2 74. 77.2 81 85 92
I11in0iSeeeeeeeseeeesosceasoscsassosssassscsssscsasccss
51.7 59.9 72. 75.9 78. 83 89.
Michigan..eeeeeeeeeeeeeeeeeeeeossssssssssssncccsss
88.2 89.7 93. 94.5 94 95. 97
WiSCONSIiN. e eeeeeeeeeeeesoseassosassscassscaassnssss
51.7 54.6 65. 68.2 71. 78. 86.
West North Central:
MinNNEeSOtaA. . eeeeeeeeosseeesosasassoscsssccsssccassccass
30.6 39.9 46. 47.6 52. 57 67.
TOWaA . et eeeeeccsosososcccccoossssssscsssssssssccccccscsss
46.9 53.2 67 69.8 73. 78. 85.
MisSSOUTri\d ...t iiieeeeeeeesooososonceasscasssannccas
50.1 61.2 72. 74.9 78. 83. 91
North Dakota..eeeeeeeeeeeeeeeccsscsscsscsscsssscsacs
30.5 36.3 50. 55.0 67 72. 74.
South DakoOta...eeeeeeeeeeeososososossossssssssssncss
18.7 26.7 38. 39.2 40. 43. 50.
NebrasKka..eeeeeeeeeeoeeooeosossossosssossscssscsssscsas
47.3 43.4 59 64.9 70. 76. 83.
KANSasS \5 . et eeeeeeeeeeeeeeeeeeeesscsooocosassanans
72.7 78.7 87. 88.8 91. 94. 96.
South Atlantic:
DElaAWaArE . eoeeeeesosesssssssssssssasssssacscscscsccsscs
81.8 81.9 88. 90.5 92. 95. 96.
Maryland\6\ ...t ieeeeeeeeeeeeseceeaesenceasananss
81.6 84.6 91.6 91.4 92. 94. 96.
District of Columbial7\ ...ttt eeeeeeeeoncennns
78.1 80.5 86. 87.5 89. 92. 94.
Virginial8\ ... i ittt iiiieteeeeeeceeseeccensannans
66.4 73.4 85. 87.3 89. 92. 95.
West Virginia...eeeeeeeeeeessosesosecsecscsssssssccas
66.7 76.9 90. 93.2 95. 97. 98.
North Carolina...eeeeeeeeeseeeessosecssoscsascscsascccs
60.3 66.2 79. 80.8 83. 88. 93.
South Carolina...ceeeeeeeeesoscecsosceasosccassacsnns
64.9 75.4 85. 87.1 88. 91 94.
GEOXJLlA.: e eeoeeoeocsccosocoscsccssosssosssscsssscsscscsscaes
63.9 69.1 80. 83.5 86. 90. 94.

INAIANA . ¢ ¢ ¢ e o0 coeeoecocsocseccsosscsscssscsccsessscss



62.2 68.6 80.3 84.1 87.6 91.0 95.0
East South Central:

KentuUCKy.eoeeeeeeeeeeeoessossossossoscsossosscsascssses
50.3 63.5 80.8 84.8 88.8 91.9 95.5
T ENNESSEE . et e et esecesosccssosccsssosssosossscsssscscass
55.6 65.5 80.9 84.0 89.5 93.1 96.3
Alabama.cceeeeeeeeeeseseoscsascscscscscssscssscscss
74.6 91.7 90.1 92.3 94.9 96.6 98.0
MiSSIiSSIiPPIleesceeceececeasssssscccsssssssssssscsssss
63.5 73.5 85.4 88.1 90.6 93.1 95.6
West South Central:
ArKaANSaAS ... eeeeeeeeesesecsesascssssscsscsassscscsscscass
72.6 81l.1 90.3 92.0 93.7 95.4 96.6
LOUIiSiANa.: e e eeeeseeessseesscsessscsssoscsasscsasccss
51.0 67.8 84.8 88.0 91.0 93.8 95.2
OKlahOmMaA. e voeeeeeeeeeoseosesesesesesescsascccscscsscs
39.0 48.6 66.0 68.2 72.8 77.8 85.0
TEXAS e oo eosessesoscassesssssssssssssssscsssssacsscasns
63.0 67.2 78.0 79.9 83.0 87.4 91.6
Mountain:
MONtANA . e e eeeooecessoccsssoccsssosossssosssssossssssscssss
42.6 42.9 50.7 53.0 54.8 61.3 72.7
IdahO. e e ettt e eeeeeeeecsosossosssescscscsescscsancscscs
25.2 26.4 33.7 36.1 40.2 40.1 54.1
WYOMING e ¢ e o oooeeeecccsssssssssssssssssssssssssssass
33.8 30.4 40.2 43.9 48.9 57.5 69.0
COloradO. e veeeeeeeeeeoseoseseseseseasescsascscssscsscs
56.0 56.8 67.6 70.4 74.1 79.7 86.8
NEeW MEeXiCO::eeeeoeeeoooeesososessoscsssosssasscsasccss
58.3 57.6 71.7 76.1 80.1 84.9 91.5
AYriZONA.:eeeeeesoseessosasssosasssosassscsssscssssccass
52.8 57.1 72.0 76.2 80.3 84.4 89.6
Utah:eeoieieeeeeeeeeosososossossssssscseseascscsascsccs
63.1 69.4 79.9 80.4 83.1 88.4 92.8
NevVada@..eeeeeeeoseoseeasosesosasosssosssosssssssssssssscsas
81.6 86.8 94.4 96.0 97.4 98.4 99.0
Pacific:
Washington....oeoeeeeeeeeeeeeeeeeossssssssccsnccccss
45.5 46.6 50.8 54.8 60.8 69.2 74.3
L0 1 = ) o



CAlifOrNiaG.e e e eeeeeeeeeeecsecooccsoesescsscsoccsosscsses

71.3 74.0 87.7 84.4 87.4 90.2 93.8
AlasKa@.eeeeeeeeessosesasescsascscscscscssscssscscss
54.4 64.3 78.5 79.6 83.2 89.1 93.9
HAWaAll.eeeeeeoooeooooooooosososssssssssssssscccccscssss
61.2 72.0 80.7 82.9 85.8 93.1 96.1

\1\Rates reflect covered charges for physician claims
processed during the period.
\2\The actual participation period was January 1987 through
March 1988, and the participation agreements were in
effect for that time.
\3\Massachusetts enacted a Medicare mandatory assignment
provision, effective April 1986. The fact that the
assignment rates shown here are not 100 percent may be
explained by the inclusion in the data base of billings
by practitioners other than allopathic and osteopathic
physicians, which are included in the Medicare
statutory definition of "~ “physician''.
\4\For fiscal year 1993, includes data for all counties in
Missouri plus two counties on the State border
located in Kansas.
\5\For fiscal year 1993, includes data for all counties in
Kansas excluding two counties on the State border.
\6\For fiscal year 1993, includes data for all counties in
Maryland excluding two counties on the State border.
\7\For fiscal year 1993, includes data for DC plus two
counties in Maryland located on the State border plus a
few counties and cities located in Virginia, near the
State border.
\8\For fiscal year 1993, includes data for all counties in
Virginia excluding a few counties and cities near the
State border.

Source: Health Care Financing Administration, Bureau of
Program Operations.

PARTICIPATING PHYSICIAN PROGRAM DATA

Physician participation rates have increased



significantly

since the inception of the program (see tables E-8 and
E-9).

For the calendar year 1993 participation period, the
physician

participation rate (including limited licensed
practitioners)

had risen to 59.8 percent accounting for 85.5 percent of
allowed charges for physician services during the period.

TABLE E-8.--MEDICARE PHYSICIAN PARTICIPATION RATES:
PERCENT OF
PHYSICIANS AND LIMITED LICENSED PRACTITIONERS WITH
AGREEMENTS AND THEIR
SHARE OF ALLOWED CHARGES, 1984-1993

Participating

Percent of
physicians'

physicians
covered

Participation period signing

charges as a

agreements
percent of
totall1l\
October 1984-September 1985............. 30.4
36.0
October 1985-April 1986......ccccceeeees 28.4
36.3
April 1986-December 1986\2\............. 28.3
38.7
January 1987-March 1988......cccccceeenn 30.6
48.1
April 1988-December 1988.....ccceeeeeess 37.3

57.9



January 1989-March 1990......0ccceeeeenn 40.2
62.0

April 1990-December 1990.....cccceeeeess 45.5
67.2
January 1991-December 1991........000... 47.6
72.3
January 1992-December 1992.............. 52.2
78.8
January 1993-December 1993........000.. 59.8
85.5

\1\Rates reflect covered charges for physician services
processed during

period.
\2\The actual participation period was May through December
of 1986, and

participation agreements were in effect for that time.
However, charge

data are generally collected by quarter; thus, the data
for the last

three quarters of 1986 are used as a proxy for the
participation

period.

Source: Health Care Financing Administration, Bureau of
Program
Operations.

Table E-10 shows the percentage of participating
physicians
and limited licensed practitioners as a percentage of total
physicians and limited licensed practitioners for each
State.
The national average of participating physicians and
limited
licensed practitioners continues to increase. By the
calendar
year 1993 participation period, this percentage had risen
to
59.8.



TABLE E-9.--PARTICIPATION RATES AS PERCENTAGE OF
PHYSICIANS, BY SPECIALTY, FOR SELECTED PARTICIPATION
PERIODS

Oct. 1985- Jan. 1987- Jan.
1989- Apr. 1990- Jan. 1991- Jan. 1992- Jan. 1993-
Specialty Apr. 1986 Mar. 1988 Mar.
1990 Dec. 1990 Dec. 1991 Dec. 1992 Dec. 1993

Physicians (M.D.s and

D.O.s):
General practice........ 27.3 25.6
35.8 39.7 44.0 48.0 55.1
General surgery......... 33.9 37.2
52.2 55.8 60.5 66.3 73.8
Otology, laryngology,
rhinology.ceeeeeeeceess 24.6 27.0
41.2 45.2 49.6 57.0 66.2
Anesthesiology...ceeeeee 21.1 20.3
28.3 30.8 36.5 49.3 64.6
Cardiovascular disease.. 35.6 43.2
55.5 60.6 65.4 72.0 78.7
Dermatology..ceeeeeeeeees 34.0 38.1
48.7 53.4 57.0 61.6 69.8
Family practice......... 25.5 27.1
39.7 47.2 50.8 57.7 66.1
Internal medicine....... 32.5 33.6
45.2 48.8 52.6 57.8 66.2
Neurology..ceeeeeeeeeeenn 34.8 39.2
49.2 53.1 56.1 63.8 71.8
Obstetrics-gynecology... 29.1 31.5
44.2 48.8 52.6 58.0 65.7
Ophthalmology.......c... 27.3 35.1
50.5 55.6 60.0 66.1 73.2
Orthopedic surgery...... 29.0 32.6
49.2 53.7 58.4 65.5 74.9
Pathology...cceeeeeeeeenn 39.6 41.2



50.6 53.4 59.2 65.8 73.3
Psychiatry...eceeeeeeee.. 30.0 28.6
37.8 41.6 44.1 48.8 53.5
Radiology..ceeeeeeeccens 41.3 39.8
49.6 55.6 62.0 68.2 74.7
Urology.eeeeeeeecccocaseas 27.8 30.9
45.6 49.6 53.6 61.7 71.8
Nephrology..eeeeeeeeeeen 50.8 49.7
60.0 66.5 71.7 76.3 82.4
Clinic or other group
practice--not GPPP..... 33.8 50.6
67.8 68.7 73.9 77.0 75.5
Other medical
specialties....cceeeecnes 32.4
30l  iiiiiiieee e eeeeeeee  eeessssssss  eeseeccscss  seees
Other surgical
specialties....ceeeee.. 18.2
O
Other
PhYSiCianS.ceeeeee  ceeeeeeeees sosesssscs sssssscsas
29.2  iiiiieeenn 35.9 50.5
Total
PhySiCianS.ceeee teeeeeecees sosesccsses sssssssses
45.5 49.6 55.3 63.5
Limited license
practitioners (LLP):
Chiropractor....eeeeeee.. 25.4 19.7
24.8 26.2 28.6 31.4 35.6
Podiatry-surgical
chiropody..ceeeeeeeecn. 38.2 33.4
52.6 54.0 59.6 64.2 70.9
Optometrist...ceeeeeee.. 44.0 44.1
48.9 54.0 56.9 59.0 62.7
Other limited license
practitioners

(audiologist,
psychologist, physical
therapist).ceeeeeeeeens 36.8 30.9



35.3 38.4 36.4 35.8 43.9
Certified registered

MidWife. . e eeeeeeeeeeeee  teeeeeeeee sosessccece osossssssan
15.2 23.8 40.7 51.0
Certified registered
nurse
anesthetist.....c. ciitiiiteee  teeeeecees sesesccces
12.5 26.3 31.3 43.8

Total limited license

PractitionersS.ceeeeee  ceeeeecoes cececcccce sesssssses
40.0 40.0 41.0 47.4
Suppliers:
Independent laboratory.. 28.4 37.2
20.1 45.4 49.7 52.4 55.4
Durable medical
equipment suppliers.... 22.7 16.6
30.1 21.7 23.1 24.2 30.8
Ambulance service
SUPPliersS..cceeeeececees 28.6 27.9
43.8 32.1 32.3 34.4 36.4
Miscellaneous suppliers
(orthotists,
prosthetists, portable
X ray suppliers)....... 22.5 15.5
17.5 17.5 17.7 18.2 25.7
Total
SUPPLieS:eeeeeee ceeeesssss coessssssss seececssssss
21.8 22.6 23.7 29.5

Source: Health Care Financing Administration, Bureau of
Program Operations.

TABLE E-10.--PHYSICIAN AND LIMITED LICENSED PRACTITIONER
PARTICIPATION RATES AS PERCENTAGE OF PHYSICIANS AND

LIMITED LICENSED PRACTITIONERS, BY STATE,
FOR SELECTED PARTICIPATION PERIODS



Oct. 1985- Jan. 1987- Jan.
1989- Apr. 1990- Jan. 1991- Jan. 1992- Jan. 1993-
State Apr. 1986 Mar. 1988 Mar.
1990 Dec. 1990 Dec. 1991 Dec. 1992 Dec. 1993

Alabama...cceeeeeeccssccocsss 58.2 68.8
75.9 74.6 82.7 83.4 85.1
Alaska.eieeeeeeeeeeacscnnnns 10.4 27.1
38.8 48.0 53.8 55.1 60.4
AriZONa.eeeceeccsescsocsososcsscs 15.4 28.1
41.2 53.5 61.3 64.5 76.2
ArkansSaS...ceeeececscscscsns 45.2 42.0
53.1 53.9 59.9 57.8 62.1
California...eeeeeeeeecceans 30.0 38.9
54.0 57.7 60.8 62.6 65.9
ColoradO.eeeeesescecnoannans 28.1 19.5
28.1 33.9 35.3 48.0 55.7
ConnecticUt..eeeeeeeeeccanns 22.2 17.4
29.3 32.8 40.8 48.1 55.4
Delaware...cceeeeeececccacacs 23.9 31.2
37.5 42.5 43.9 51.9 57.4
District of Columbia........ 30.5 28.0
34.4 37.9 39.8 45.9 50.6
Florida...eeeeeeeeesssoocnas 25.7 24.9
32.8 34.4 36.5 41.5 55.6
GEOrgia..cceeeeeeeecccccccss 33.1 25.8
49.7 49.5 53.6 57.2 74.9
Hawail.eeeeeoooeooooaooooanas 20.6 47.8
53.7 56.8 57.3 64.1 75.9
IdahO. e eeeieeeeeeeeenonaanns 11.0 10.4
16.0 17.3 19.5 22.9 37.1
I11in0iSeeeeeeecceeasoccnsnes 23.1 26.7
40.0 42.3 46.9 50.8 57.6
IndiAna..eceeeeeeoseeesoscaanns 18.2 26.9
40.0 42.6 45.1 49.3 55.8
TOWA . e eeesosessssscsasssasass 29.7 25.1
45.3 48.1 51.9 58.8 61.8
KanSaAS.eeeeesesseecosscossanas 45.4 51.4



61.6 57.1 62.6
Kentucky...ooeeeeeeeeeeeenne
50.5 56.4 59.5
Louisiana..ceeeeeececeocanns
32.6 34.6 42.9
Main€..eeeeeeeesoeeasocansnns
51.2 48.7 50.3
Maryland.....eeeeeeeeeeeeeas
42 .8 45.9 45.3
MassachusettS...ceeeeeeeeeann
46.9 50.5 50.8
Michigan......ceeeeeeeeccces
41.7 44 .7 53.7
Minnesota...eeeeeeeesoceanns
25.4 27.5 29.3
MiSSiSSipPileeeceseececscccas
33.4 38.0 42 .7
MiSSOUri..eeeeeeeeeesocannns
39.6 45.7 49.0
MoOntana...eeceeeeeeseeccesccces
21.5 23.4 24.8
Nebraska...eoeoeeeeeeeeeeans
42.5 49.2 56.5
Nevada..eeeeeeooeosesscsncsss
57.0 69.8 72.9
New Hampshire.......ceeee...
28.0 30.9 32.7
NeW JerSeY.eeeeeesceccccossss
26.0 27.6 29.6
New MeXiCO.uieeeeoeeeoonaaanns
36.3 45.6 49.7
New YOrK.:eeeeeeeoeeoeoaoananse
29.8 30.4 34.6
North Carolina.....eeeeeeees
54.2 52.9 58.1
North Dakota....ceeeeeeeeann
31.7 42.2 43.9
(0] o X o 3
46.8 50.8 52.5
Oklahoma....ceeeeeeesococess

31.6 36.

70.
24.
64.
18.
44.
35.
51.
30.
58.
48.
50.
44.
51.
18.
34.
19.
47.
35.
51.
24.
23.
20.
61.
21.
75.
26.
38.
18.
36.
17.
53.
20.
36.
39.
68.
10.
45.
21.
57.
13.
44.
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73.2
34.2
73.6
18.1
44.0
34.2
52.0
30.1
72.5
43.8
50.2
32.7
58.1
22.4
44 .4
23.6
53.6
24.5
67.5
17.0
54.7
25.7
70.6
33.5
84.9
25.9
43.0
22.7
42.6
30.8
66.8
24.1
40.7
31.4
72.8
20.5
55.0
28.9
76.6
20.8
53.9



OrEgON.eeeeeeeeseeccscecccesns 18.5 26.1
36.9 41.7 46 .7 51.7 59.2
Pennsylvania...ceceeeeeeceecees 50.8 32.1
39.0 42.1 45.9 53.0 59.7
Rhode Island...ccceeeeeecans 46.7 50.8
58.8 67.0 67.8 70.3 80.9
South Carolina....ceeeeeeces 17.9 25.3
42.1 55.5 57.9 63.0 67.3
South Dakota...ceeeeeeeeenas 8.0 12.7
20.0 19.6 20.6 23.7 31.6
TEeNNESSEEC.teetscssossoscssacs 21.1 43.4
57.6 58.4 63.7 67.6 70.5
TEXAS e eeeessascscssscscscsscs 19.7 19.4
28.9 36.4 38.9 52.9 61.3
Utah..eieeeeeeeeeneeconnanns 29.3 42 .2
54.7 65.1 65.6 69.5 80.3
Vermont..oeeeeeeeeceeoscecoans 41.5 34.1
40.5 43.8 45.4 54.2 56.5
Virginia@....eeeeeeeeeececces 29.6 33.6
40.9 46.0 48.1 49.7 52.2
Washington......ceeeeeeeeens 23.6 26.9
31.4 34.7 46.1 53.1 64.7
West Virginia...ceeeeeeeeeees 22.9 37.5
59.1 63.2 66.3 68.4 75.9
WiscOonsin..eeeeeeeeeeeennces 31.0 35.1
40.0 46.5 46.8 55.5 66.8
WYOMIiNgeeeeeeoeeooosssssssns 18.3 20.3
19.3 34.6 39.1 50.2 53.3
National...oeeeeeeeeeoeeanns 28.4 30.6
40.7 44.1 47.6 52.2 59.8

Source: Health Care Financing Administration, Bureau of
Program Operations.

Table E-11 shows the allowed charges of participating
physicans as a percent of total allowed charges, by State,
for
several participation periods. This percentage increased
substantially, rising from 36 percent in the October 1984
to



September 1985 period to 85.5 percent in the calendar 1993
participation period.

TABLE E-11.--ALLOWED CHARGES OF PARTICIPATING PHYSICIANS
AS A PERCENT OF TOTAL ALLOWED CHARGES, BY STATE,
FOR SELECTED
PARTICIPATION PERIODS\1\

percent]

Oct. 1984- Jan. 1987- Jan.
1989- Apr. 1990- Jan. 1991- Jan. 1992- Jan. 1993-

Census division/State Sept. 1985 Mar. Mar.
1990 Dec. 1990 Dec. 1991 Dec. 1992 Dec. 1993
1988\2\
National....eeeeeeeeeoeaanns 36.0 48.1
62.0 67.2 72.3 78.8 85.5
New England:
Maine...eeeeeeeocecnnnns 50.9 64.8
79.4 80.5 84.2 89.9 92.4
New Hampshire........... 40.1 36.0
42.8 46.2 68.3 80.7 88.1
Vermont..oeeeeeeeoeeosnas 37.3 46.8
8l.4 85.9 90.2 93.4 94.8
MassachusettS..cceeeeeen 70.7 89.1
95.4 95.0 96.7 96.3 95.9
Rhode Island....ccceeees 68.7 85.8
88.8 95.2 97.6 98.5 98.9
ConnecticUt..eeeeeeeesns 30.7 45.3
65.9 67.9 76.2 82.4 87.9
Middle Atlantic:
New YOrK..eeeeeoeoooonas 31.5 40.8
51.7 58.0 63.7 72.2 77.7
New JersSey.e.eeeeeeceeees 21.5 32.8
42.3 49.6 55.2 61.8 72.6
Pennsylvania...cceeeeees. 71.4 75.1
81l.6 87.9 92.3 95.4 98.0

East North Central:



61.9 70.9 79.1
Indiana..cceeeeeceeances
60.6 65.2 70.2
I11in0iS.eceeeeeeoeccaces
58.1 61.8 66.1
Michigan..eeeeeeeeeeeons
85.6 86.0 86.5
WisCONSiN.eeeeeeeeeooens
42 .7 48.9 45.6
West North Central:
Minnesota..eeeeeeeeeacas
20.2 25.4 28.6
TOWA. e eeeeessssccccccscse
54.2 57.8 61.9
Missouril3\......cceeen.n
41.8 40.1 40.4
North Dakota...ceeeeeess
32.3 45.5 53.2
South Dakota....eeeeeenn
19.5 21.2 21.1
Nebraska..ceeeeeeeeeeasns
51.7 54.8 60.3
Kansas\4\...ceeeeeeeeons
82.5 82.3 86.8
South Atlantic:
Delawar€...ceeeecececees
70.8 76.6 81.7
Maryland\5\.....ccceueen
80.4 83.3 85.6
District of Columbia\é6\.
73.9 76.8 80.8
Virginial7\....ccceuee..
69.5 71.2 78.4
West Virginia.....eeeee.
77.5 80.6 85.2
North Carolina..........
55.2 63.9 68.3
South Carolina..........
68.5 67.6 71.6

Georgia

24.
86.
18.
80.
29.
72.
55.
92.
31.
61.

35.
28.
71.
26.
45.

61.

24.
30.
69.
48.
91.

57.
87.
57.
86.
60.
85.
31.
84.
34.
90.
34.
82.
29.
79.
29.
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41.5
94.6
43.3
89.1
42.0
82.2
71.9
95.1
31.7
76.9

14.6
49.5
41.0
80.8
37.5
67.7
16.0
65.8
10.4
36.0
31.8
79.8

NA
94.6

58.5
93.5
67.4
87.1
66.6
90.1
53.0
90.9
59.3
93.4
44.9
87.1
55.2
86.6
43.0



50.7 65.9 74.9

Florida...e.eeeeeeeeeanns
61.6 68.8 74.9
East South Central:

Kentucky...coeeeeeeeeann
64.3 72.6 76.9

TEeNNESSEE.veeeeesoccases
57.4 68.5 76.8

Alabama...cceeeeeoccecss
81.3 84.9 88.5

MisSSiSSippPiceeeeeececees
65.3 68.3 73.9
West South Central:

ArkansasS...ceceescecsass
81.0 84.5 86.5

LouiSiana..eeeeesececees
71.0 76.7 81.2

Oklahoma...eeeeeeeeecees
39.1 50.0 57.7

TeXAS e e eeeessocosocoscsses
52.5 56.9 63.6
Mountain:

MONtaANaA..eoeeeeeoceesaces
29.9 29.7 34.1

IdahO.:eeeeteeeeeoeocnanse
13.2 17.5 21.1

WYOMINg.eeeeeeeeoeocesas
19.7 25.8 31.9

ColoradO..eeeeeesccocnns
47.7 50.5 55.9

New MeXiCO.:eeeeeooeaanns
39.5 51.1 57.8

ArizZONa..ceeeceeececscces
49.8 60.2 67.8

Utah.eeeeeeeeeeneeeennas
68.9 65.1 75.1

Nevada..eeeooeooosooseas
69.9 82.1 87.5
Pacific:

Washington....eeeeeeeens

26.9 31.8 37.9

82.
30.
81.

22.
84.
25.
86.
42.
91.
14.
82.

47.
90.
l6.
86.
16.
62.
26.
72.

25.
42.

23.
15.
44.
23.
63.
34.
64.
32.
75.
43.
81.
41.
92.

17.
45.

0 O

W U1 00O N J VK ULHOULEFE 30T Jd O AN oOONODN O VO R W J 0o~ W W

N D



OregoON..ceeeeeceecceccenss 17.3 25.5
34.8 43.3 50.7 59.8 73.6
California...eeeeeeeenns 42 .2 50.2
67.2 71.2 75.6 80.0 86.6
Alask@.eeeeeeeeesoocnans 17.2 34.3
50.0 49.3 58.0 70.9 81.3
Hawaiil..eeeeoeeeooeaanns 39.7 53.5
58.6 70.1 74.3 84.7 90.6

\1\Rates reflect covered charges for physician claims
processed during the period.
\2\The actual participation period is January 1987 through
March 1988, and the participation agreements were in
effect for that time.
\3\For fiscal year 1993, includes data for all counties in
Missouri plus two counties on the State border
located in Kansas.
\4\For fiscal year 1993, includes data for all counties in
Kansas excluding two counties on the State border.
\5\For fiscal year 1993, includes data for all counties in
Maryland excluding two counties on the State border.
\6\For fiscal year 1993, includes data for DC plus two
counties in Maryland located on the State border plus a
few counties and cities located in Virginia, near the
State border.
\7\For fiscal year 1993, includes data for all counties in
Virginia excluding a few counties and cities near the
State border.

Source: Health Care Financing Administration, Bureau of
Program Operations.

PARTICIPATION, ASSIGNMENT, AND CHARGE
REDUCTIONS

Historically the difference between the physician's
billed
charge and Medicare's approved or reasonable charge was
referred to as the reasonable charge reduction. Beginning
in



1992, with implementation of the fee schedule, the term
reasonable charge reduction no longer applies. Instead, the
term charge reduction refers to the difference between the
physicians' billed charge and the fee schedule amount.
Charge

reductions were made on 85.5 percent of unassigned claims
in

fiscal year 1993. The average amount of the reduction was
16.9

percent of billed charges, or $17.26 per approved claim.
Beneficiaries were liable for these reduction amounts,
although

it is not known how often physicians actually collected
from

beneficiaries. The total reduced on all unassigned claims
was

$797.5 million in fiscal year 1993.

Through 1984, approximately the same proportions of
assigned and unassigned claims were reduced (see table
E-12),
and were reduced by similar proportions and amounts. From
1984
to 1993, the proportions of assigned and unassigned claims
reduced remained about the same, but the percentage and
amounts
of the reductions diverged. The percent and dollar
reductions
on assigned claims continued to increase while the percent
and
dollar reductions of unassigned claims decreased. This
pattern
was due to the imposition of limits on the actual charges
of
nonparticipating physicians. That is, the MAAC limits, and
the
new balance billing limits beginning in 1991, limited the
rate
of increase in prices for unassigned services relative to
the
overall increase in reasonable charges. The substantial
growth



in the overall percentage of services billed on an assigned
basis also may have contributed to this pattern.

As a result, total beneficiary liability for charge
reductions on unassigned claims fell. Total liability
peaked in
1985 at $2,812.7 million, and declined to $797.5 million by
1993.

TABLE E-12.--REASONABLE CHARGE REDUCTIONS FOR MEDICARE
PART B (EXCLUDES CLAIMS FROM HOSPITAL-BASED PHYSICIANS AND
GROUP-PRACTICE PREPAYMENT PLANS)

FOR ASSIGNED AND NOT
ASSIGNED CLAIMS, FISCAL YEARS 1975, 1980, AND 1985-1993

1975
1980 1985 1986 1987 1988 1989
1990 1991 1992 1993
Percentage of claims reduced:
ASSIgNEed..ceeeeeececcccssssssscnccccns 68.3
80.0 81.7 82.5 83.0 85.5 86.3
87.6 86.7 87.0 \1\88.2
Not assigned.....ceeeeeeeccccccnnnnces 75.6
83.7 84.6 84.9 82.5 85.7 89.2
89.2 90.7 85.4 \1\85.5
Percentage reduction in charges for
covered services:
ASSIigNEed..ceeeeeececcccssssssscncccsas 16.4
22.5 27.0 28.4 27.9 29.3 30.9
32.6 35.2 39.2 42.1
Not assigned....ccceeeeeeeeecsscsscccss 16.6
22.3 25.6 26.6 25.5 24.7 25.2
25.3 24.0 19.7 16.9
Amount reduced per approved claim:
ASSIgNEed..ceeeeeececcccssssssscacccsns $11.13

$21.81 $33.19 $36.43 $36.98 $39.97 $43.72
$48.22 $54.20 $63.60 $79.49



Not assigned.....cceeeeeeeccccccnnnnces $13.45
$21.96 $33.12 $33.15 $31.44 $29.47 $29.67
$28.97 $24.84 $18.95 $17.26
Amount reduced on claims not assigned (in

MilliONS)eeeeeeeeeeeeeeecssssossnccasscsas $450.1
$1,454.0 $2,571.9 $2,812.5 $2,677.8 $2,312.6 $2,213.7
$2,198.0 $1,948.5 $1,317.0 $797.5

\1\Figure may be slightly overstated due to the possibility
of a claim being counted more than once because more than
one type of reduction is applied.

Source: Health Care Financing Administration, Bureau of
Program Operations.

The impact of charge reductions on unassigned claims
was
spread unevenly across the population. Calendar 1993 data
show
a 16.4 percent national average reduction on unassigned
claims
(see table E-13). Beneficiary liability for these charge
reductions ranged from a high of $95.8 million in New York
to a
low of $0.1 million in Rhode Island.

TABLE E-13.--CHARGE REDUCTIONS FOR UNASSIGNED CLAIMS, BY
STATE, \1\

JANUARY-DECEMBER, 1993

[Dollar amounts in millions]

Covered charges\2\ Percent
—————————————————————— reduction
Amount
Census division/State in
reduced,
Total Unassign unassigned

unassigned



charges

charges\2\
National....eeeeeeeeaoans $76,655.0 $4,155.2 l6.4
$683.4
New England:

Maine....eeeeeeoceens 333.0 6.3 15.3
1.0

New Hampshire........ 260.8 13.3 14.7
2.0

Vermont...eeeeeeeoees 120.7 1.9 15.9
0.3

Massachusetts\3\..... 2,356.7 10.2 14.2
1.4

Rhode Island......... 369.2 1.5 9.1
0.1

ConnecticuUt...eeeeees 1,267.8 51.9 14.6
7.6
Middle Atlantic:

New YOrK...eeeeeooann 6,201.3 495.1 19.3
95.8

New Jersey..ceeeceeceess 2,911.8 312.1 16.6
51.9

Pennsylvania.....c... 5,821.7 36.3 15.0
5.4
East North Central

(0o 1 o 1 3,345.0 44 .4 19.4
8.6

Indiana...cceeeeeecees 1,436.7 92.6 17.0
15.7

I11in0iSeeeeeeeeeeeas 2,953.0 251.2 17.0
42.6

Michigan....e.eeeeeee. 3,261.4 62.1 18.2
11.3

Wisconsin....eeeeeenos 1,143.0 126.6 14.7
18.6
West North Central:

Minnesota...ceeeeeess 704.6 205.1 16.1
33.1



11.6
Missouril4\...

North Dakota..
South Dakota..
Nebraska......

Kansas\5\.....
2.6
South Atlantic:
Delawar€......

Maryland\6\...

District of
Columbial\7\..

Virginia\8\...
6.8

West Virginia.
1.3

North Carolina
16.3

South Carolina

Florida.......
50.5

ooooooo

East South Central:

Kentucky......
5.4
Tennessee.....

Alabama.......

Mississippi...
3.8

ooooooo

West South Central:

347.

528.

243.

1,281.

1,015.

1,253.

549.

2,061.

840.

1,794.

7,204.

115.3

41.0

61.8

50.1

18.0

35.9

49.9

46.6

97.5

43.9

79.7

272.2

34.2

$48.8

22.7

23.0

16.

15.

16.

14.

14.

16.

17.

14.

17.

16.

21.

20.

18.

15.

15.

17.

16.



ArkansSaS..cceceeeeeeses 774.9 20.1 17.2

3.5

Louisiana...ceeceeeees 1,319.5 44.4 17.4
7.7

Oklahoma.....eeeeeenn 723.2 81.9 16.9
13.9

TEXAS:eeoeeasosaaasans 4,181.9 270.8 17.1
46.4
Mountain:

Montana...eeeeececees 159.6 35.7 17.7
6.3

IdahO..eeeeeeeeennans 140.6 53.6 16.1
8.7

WYOMIiNg.eeeeeoooseeess 50.2 11.2 15.1
1.7

ColoradO..eeeeeeeeascns 626.0 57.8 17.1
9.9

New MexXiCO.:.eeeeeoans 252.3 17.2 17.1
3.0

AriZONaA..ecececeecees 1,018.4 87.7 16.3
14.2

Utah.e.ieeeeieeeennnns 256.9 15.9 17.0
2.7

Nevada..eceeeeeooeooas 452.4 4.8 18.5
0.9
Pacific:

Washington........... 769.6 144.1 4.5
6.4

OregoN..ceeeeeeeeecens 553.1 82.6 16.5
13.6

California..eeeeceeess 7,677.3 377.9 18.2
68.8

Alaska..eeeeeeeoeanns 46.7 2.4 17.6
0.4

Hawaii.eoeeoooeeoooas 219.4 7.6 20.0
1.5

\1\Rates reflect covered charges for physician claims
processed during
the period. National data exclude data for Puerto Rico,



the Virgin

Islands, the Railroad Retirement Board, and Parenteral
and Enteral

Claims. As a result of report changes effective April 1,
1992, charge

reductions include: reasonable charge medical necessity
and global fee/

rebundling.
\2\Amounts in millions.
\3\Massachusetts enacted a Medicare mandatory assignment
provision,

effective April 1986. The fact that the assignment rates
shown here

are not 100 percent may be explained by the inclusion in
the database

of billings by practitioners other than allopathic and
osteopathic

physicians, which are included in the Medicare statutory
definition of

" “physician''.
\4\For fiscal year 1993, includes data for all counties in
Missouri plus

two counties on the State border located in Kansas.
\5\For fiscal year 1993, includes data for all counties in
Kansas

excluding two counties on the State border.
\6\For fiscal year 1993, includes data for all counties in
Maryland

excluding two counties on the State border.
\7\For fiscal year 1993, includes data for DC plus two
counties in

Maryland located on the State border plus a few counties
and cities

located in Virginia, near the State border.
\8\For fiscal year 1993, includes data for all counties in
Virginia

excluding a few counties and cities near the State
border.

Source: Health Care Financing Administration, Bureau of
Program



Operations.

The changing pattern of charge reductions reflects, in
part, overall changes in participation and assignment
rates. As
shown in table E-14, participating physicians accounted for
a
growing share of total physician charges. During the first
participation period (fiscal year 1985), participating
physicians (30.4 percent of all physicians) accounted for
36.0
percent of all physician charges. In 1993, the proportion
of
physicians participating grew to 59.8 percent, and
accounted
for 85.5 percent of all physician charges. Total covered
charges represented by unassigned claims declined from 34.5
percent to 6.0 percent over the same period. The proportion
of
charges billed by participation and assignment status
varies by
State; these data are shown in table E-15.

TABLE E-14.--DISTRIBUTION OF ALLOWED CHARGES FOR SERVICES
BILLED, BY
PARTICIPATION STATUS OF PHYSICIAN AND ASSIGNMENT STATUS OF
CLATIM, 1984-
1993\1\
[In percent]

Participants

Time period Total
Assigned Unassigned

Oct. 1984-Sept. 1985....... 100.0 36.0



29.5 34.5

Oct. 1985-Mar. 1986........ 100.0 36.3
29.4 34.3
Apr. 1986-Dec. 1986\2\..... 100.0 39.1
28.0 32.9
Jan. 1987-Mar. 1988\3\..... 100.0 48.1
25.2 26.7
Apr. 1988-Dec. 1988........ 100.0 57.9
21.0 21.1
Jan. 1989-Mar. 1990........ 100.0 62.0
19.0 18.5
Apr. 1990-Dec. 1990........ 100.0 67.2
l6.7 16.1
Jan. 1991-Dec. 1991........ 100.0 72.3
14.6 13.1
Jan. 1992-Dec. 1992........ 100.0 78.8
11.6 9.7
Jan. 1993-Dec. 1993........ 100.0 85.5
8.5 6.0

\1\Rates reflect covered charges for physician claims
processed during

the period. Data for up to seven carriers missing from
various

quarters.
\2\The actual participation period was May through December
1986, and

the participation agreements were in effect for that
time.
\3\The actual participation period is January 1987 through
March 1988,

and the participation agreements are in effect for that
time.

Source: Health Care Financing Administration, Bureau of

Program
Operations.

TABLE E-15.--DISTRIBUTION OF ALLOWED CHARGES FOR SERVICES



BILLED, BY

PARTICIPATION STATUS OF PHYSICIAN AND ASSIGNMENT STATUS

OF CLAIM, BY

STATE, JANUARY-DECEMBER 1993\1\
[In percent]

Participating

physician

Assigned

Nonparticipating
physician
Census division/State Total
Unassigned
National....eeeeeeen 100
8.5 6.0
New England:
Maine...eeeeeeens 100.
5.8 1.8
New Hampshire.... 100.
6.5 5.3
Vermont......c... 100.
4.0 1.2
Massachusetts.... 100.
3.7 0.3
Rhode Island..... 100.
0.9 0.2
Connecticut...... 100.
7.4 4.7
Middle Atlantic:
New York....eoo.. 100.
13.7 8.7
New Jerseye...... 100.
14.0 13.4
Pennsylvania..... 100.
1.5 0.5

East North Central:

OhiO..eeeeeeeeann 100.

92.4

88.1

94.8

95.9

98.9

87.9

77.7

72.6

98.0

94.6



INdiana.eeceeeeeee
I11iN0O1Seeeeeecen

Michigan.........

3.0 1.9

WisSCONSIiN..eeoesoe

11.8 11.3

West North Central:
Minnesota........

6.4 12.8

Missouril2\......

25.3 7.1

North Dakota.....

9.9 24.3

South Dakota.....

16.5 47.5

Nebraska...eeee..

5.8 14.5

Kansas\3\........

2.0 3.4
South Atlantic:

Delawar€..eeeeeoo

Maryland\4\......

9.9 3.1
District of

Columbial\5\.....

4.4 5.6

Virginial6\......

5.4 3.7

West Virginia....

5.2 1.4

North Carolina...

7.1 5.9

South Carolina...

8.3 5.1

Georgid.eeeeeeess

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

82.2

95.1

76.9

49.5

80.8

67.7

65.8

36.0

79.8

94.6

93.5

87.1

90.1

90.9

93.4

87.1

86.6

81l.6



13.3 5.1

Florida...eeeeeo.

6.8 4.3

East South Central:
Kentucky.........

Mississippi.es...

7.5 4.0

West South Central:
ArkansSaS..ceceeee.

11.0 7.5
Mountain:

Montana...cceceeee

12.1 11.6

3.1 0.9
Pacific:

Washington.......

25.2 24.0

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

100.

89.0

90.7

91.8

94.9

88.6

93.4

89.4

74.0

81.5

58.9

41.2

61.0

76.4

78.2

83.7

83.1

96.0

50.7



OregoN...eeeeeess 100.0 73.6
11.1 15.3

California....... 100.0 86.6
8.1 5.4

Alaska@..eceeeeeaeass 100.0 81.3
13.1 5.6

Hawaii..oeeeeoens 100.0 90.6
6.0 3.3

\1\Rates reflect covered charges for physician claims
processed during

the period.
\2\For fiscal year 1993, includes data for all counties in
Missouri plus

two counties on the State border located in Kansas.
\3\For fiscal year 1993, includes data for all counties in
Kansas

excluding two counties on the State border.
\4\For fiscal year 1993, includes data for all counties in
Maryland

excluding two counties on the State border.
\5\For fiscal year 1993, includes data for DC plus two
counties in

Maryland located on the State border plus a few counties
and cities

located in Virginia, near the State border.
\6\For fiscal year 1993, includes data for all counties in
Virginia

excluding a few counties and cities near the State
border.

Source: Health Care Financing Administration, Bureau of
Program
Operations.

DISTRIBUTION OF PHYSICIAN SERVICES

Tables E-16 to E-24 show the distribution of
physicians'



services for calendar year 1992. These tables provide data
from

the first year of the implementation of the Medicare Fee
Schedule. As noted earlier, the fee schedule appears to be
having its intended effect. The projected pattern of
redistribution from the procedurally oriented specialties
to

the primary care specialties has begun taking place.

The 1992 data are tabulations from the 1992 National
Claims
History Procedure Summary, which is a summary of all claims
filed with the Medicare carriers.

The totals shown will differ from total SMI outlay
figures
for 1992 shown in the budget for several reasons:

The amounts shown in these tables are allowed amounts,
rather than reimbursements--that is, they include both
Medicare's and the enrollee's share of approved changes.

The amounts shown are for services rendered during
calendar
year 1992; budget figures are for payments made during the
fiscal year regardless of when the services were rendered.

The amounts shown are only for services reimbursed by
carriers under the fee schedule; hence, they do not include
Part B payments to hospital outpatient departments or to
risk-
based prepaid medical plans.

Further, the amounts shown underestimate what they are
supposed to represent by a small amount because some claims
for
services rendered in 1992 had not been processed by
carriers at
the time the 1992 files were submitted to HCFA, and because
some claims recorded had to be eliminated due to recording
errors.

Table E-16 illustrates that in 1992, 77.2 percent of
allowed amounts under the fee schedule were for physicians'
services, and another 3.0 percent were for the services of
limited license practitioners--psychologists, podiatrists,
optometrists, audiologists, chiropractors, dentists, and
physical therapists. About 4.7 percent went to independent



laboratories in 1992, while 15.1 percent went to suppliers
of
medical equipment, prosthetics, and ambulance services.

TABLE E-16.--ALLOWED AMOUNTS FOR CLAIMS, BY TYPE OF
PROVIDER, 1992

Allowed
Type of provider amounts Percent
of Percent
(millions) total
inpatient
PhySiCianS.ceeeeeeeeeeecsssscsccceses $33,941.0
77.2 39.3
Limited license practitioners\1\.... 1,307.0
3.0 1.7
LaboratoriesS.cceeeeeeeeesceosccnccnns 2,072.0
4.7 .2
Medical suppliers\2\..........c...... 6,625.0
15.1 .8
All providers\3\......ccccceenn 43,944.0
100.0 30.6

\1\Includes psychology, podiatry, optometry, audiology,
chiropractice,

dentistry, and physical therapy.
\2\Includes suppliers of medical equipment, prosthetics,
and ambulance

services.
\3\Total does not include charges for hospital outpatient
department

facility fees or for risk-based prepaid medical plans
since these are

not reimbursed under the CPR system.



Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, National Claims History Procedure Summary.

Almost 31 percent of all allowed amounts were for
hospital
inpatient services, and almost 40 percent of allowed
amounts
for physicians' services were inpatient. The share of
physicians' services that are inpatient has dropped in
recent
years, from nearly 64 percent in 1981.

Table E-17 shows the distribution of spending for
physicians' services by specialty. (It excludes limited
license
practitioners, labs, and suppliers.) In 1992, generalists
accounted for 27.8 percent of spending, nonsurgical
specialists
for 24.1 percent, and surgical specialists for 31.7
percent.

Radiologists, anesthesiologists, and pathologists together
accounted for 13.6 percent of allowed amounts. Radiation
oncologists, osteopathic manipulative therapists,
intensivists,

and emergency medicine physicians each accounted for less
than

1 percent of total allowed amounts for physicians'
services.

The major physician specialties treating the Medicare
population, in descending order of importance as measured
by
total allowed amounts, were general internists (14.9
percent of
allowed amounts), ophthalmologists (10.9 percent),
radiologists
(8.6 percent), cardiologists (8.4 percent) and family
practitioners (6.0 percent).

The share of services provided on an inpatient basis
varied
by specialty, generally increasing with specialization.
About



33 percent of the services of generalists were inpatient in
1992. The inpatient share for nonsurgical specialists was

46.6

percent and 39.3 percent for surgical specialists.

TABLE E-17.--ALLOWED AMOUNTS FOR PHYSICIANS'

MEDICAL

SPECIALTY,

1992

SERVICES, BY

Specialty
Percent

inpatient

Allowed
amounts

(millions)

Percent of

total

Generalists:

General practice.....

18.6

Family practice......

25.6

Internal medicine....

38.6

PediatriCS..ceeeeeeeen

25.6

ClinNiCSeeeeeecooenees

34.9

$1,114.0

2,048.0

5,054.0

28.0

1,186.0

oooooooo

9,430.0

Nonsurgical specialists:
Allergy/Immunology...

10.6

Cardiology.eeeeeeeesess

58.2

Dermatology...cceeeees

1.4

95.0

2,860.0

682.0

14.9

27.8



Gastroenterology...eeeeeeeees
45.2
NeuUrology.eeeeeeeseoscescosss
48.7
Psychiatry.eeeeeeeeeeeeeeenns
41.2
Physical medicine and
rehabilitation...eeeeeeeee..
60.6
Pulmonary diseas€....eeeeeeses
68.3
Nuclear medicin€..eeeeeeeesees
27.1
Geriatric medicin€...........
34.3
Nephrology.e.eeeeeeeeeeeeaaseas
52.8
Infectious disease....ceee...
74.6
Endocrinology..cceeeeeeeceesss
37.4
Rheumatology..cceeeescesceses
16.2
Peripheral vascular disease..
61.8
Hematology/oncology....eeee..
24.3
Medical oncology..cceeeeeesss
22.1

Surgical specialists:
General SUrgery....eeeceeeeees
64.9
0tolaryngology.ceeeeeeeeesees
17.1
NeuroSUrgery..eeeeeeeooeecees

950.

486.

664.

217.

639.

62.

52.

539.

127.

94.

132.

22.

440.

24.



84.3

Gynecology/Obstetrics........ 261.0 .8
41.7
Ophthalmology...cceeeeeeeeeenn 3,689.0 10.9
3.6
Orthopedic surgery........... 1,611.0 4.7
61.1
Plastic and reconstructive
SUYJEYYeeeesessescsocssocscosss 164.0 .5
32.4
Colorectal surgery...ceeeeee. 69.0 .2
34.0
ThoraciC SUrgery...eeeeeeeeses 718.0 2.1
89.3
UrOolOogy.eeeeeeeeeeeeeccenanncns 1,362.0 4.0
35.9
Hand sUrgery...cceeeeeeceesees 21.0 .1
21.4
Vascular SUrgery...ceeeeeeess 141.0 .4
74.3
CardiaC SUrgery.eeeeeseeeeees 164.0 .5
96.4
Surgical oncology..eeeeeesess 13.0 ceiieeeneans
60.5
All surgical specialists... 10,774.0 31.7
39.3
RadiOlOgy.eeeeeeesssccecccccncnnsss 2,912.0 8.6
29.9
Radiation oncology..eeeeeeeeeeess 268.0 .8
5.3
Anesthesiology..ceeeeeeecccecccccns 1,198.0 3.5
71.0
PatholOogy..ceeeeeeeeeeeeeeeeennns 519.0 1.5
46.0
Osteopathic manipulative therapy. 30.0 .1
15.6

Critical care (Intensivists)..... 28.0 .1



76.5

Emergency mediCiN€...eeeeeeeeeess 215.0 .6
6.8
Other Physician specialties...... 389.0 1.1
49.3

Total--all physicians...... 33,941.0 100.0
39.3

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, National Claims History Procedure Summary.

Table E-18 shows the distribution of spending for
physicians' services by type of service. About 36.8 percent
of
spending was for medical care (nonsurgical) in 1992. About
35.5
percent of spending was for surgical procedures in total,
adding together the amounts for surgeons, assistant
surgeons,
and anesthesiologists. About 10.6 percent was for
diagnostic
laboratory tests, which would include not only blood
chemistry
analysis and urinalysis, but also tests such as EKGs. About
10.3 percent of spending was for radiology, and 4.8 percent
was
for consultations.

TABLE E-18.--ALLOWED AMOUNTS FOR PHYSICIANS' SERVICES, BY
TYPE OF
SERVICE, 1992

Allowed
Type of service amounts Percent of
Percent
(millions) total



inpatient

Medical CAr€..cieeeeeoceasocannns $12,503.0 36.8
36.1
SUYXgEeYY e eeeeeseescsscssossossosss 10,490.0 30.9
49.9
Assistance at SUrgery..ceeeeeeeeee. 246.0 .7
89.2
Anesthesia..cceeeeeeeeeeccccnncns 1,319.0 3.9
68.7
Diagnostic laboratory tests...... 3,597.0 10.6
18.7
Diagnostic radiology...ceeeeeesss 2,775.0 8.2
26.8
Therapeutic radiology.....ceeeeee 698.0 2.1
5.0
Consultations\I\....iieeeeeeeenns 1,641.0 4.8
62.0
Other\2\.....iiiiiiiieeeennnnnnns 672.0 2.0
1.5

All SErViCeS.eciececcsccsans 33,941.0 100.0
39.3

\1\Includes first and second opinions for surgery.
\2\Includes treatment for renal patients, pneumococcal
vaccine, and

medical supplies, among other things.

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, National Claims History Procedure Summary.

Table E-19 lists the top 20 individual services, ranked
by
total allowed amounts on claims submitted by selected
physicians for 1992. The most important exclusion is
amounts



for the services of anesthesiologists, since there would
typically be a charge for anesthesiology for the surgical
procedures. The amounts for surgical procedures include
claims

by both the primary surgeon and any assistant surgeons, but
not

the amounts for anesthesiologists.

The top 20 services (out of more than 7,000) accounted
for
36.9 percent of all spending for all physicians' services
in
1992. Cataract extraction with implantation of an
intraocular
lens was the highest-ranked surgical procedure, accounting
by
itself for 5.7 percent of total allowed amounts for
physicians'
services. Other surgical procedures in the top 20 included
total knee replacement and heart catherization and coronary
angiography. Most of the remaining services in the top 20
were
evaluation and management services (that is, visits and
consultations).

Table E-20 presents total allowed amounts for selected
groups of generic services, and shows the percent of total
allowed amounts for all physicians' services accounted for
by
each group. As in table E-19, certain physicians'
services--
most notably for anesthesiologists--are not included in the
allowed amounts for each service group. No attempt was made
to
define and rank all possible service groups, so that there
may
be other important service groups that do not appear in the
table. For example, diagnostic radiology accounts for 8.2
percent of allowed amounts for physicians' services (from
table
E-18), but radiological services do not appear in table
E-20.



TABLE E-19.--THE TOP 20 SERVICES BILLED BY PHYSICIANS

UNDER
MEDICARE, 1992

Percent
Service code and description
\1\ of total

Top 20 services:

99213--0Office/outpatient visit, EST......
6.2

66984--Remove cataract, insert lens......
5.7

99232--Subsequent hospital care..........
3.7

99214--0Office/outpatient visit, EST......
3.2

99231--Subsequent hospital care..........
3.0

99212--0Office/outpatient visit, EST......
2.0

99233--Subsequent hospital care

COMPrehenSive.coeeeeeeeeeeeccccsssssssss
1.5

93307--Echo exam of heart..........cc....
1.2

99223--Initial hospital care....cceeeeess
1.1

99215--0Office/outpatient visit, EST......
1.1

99254--Initial inpatient consult.........
1.1

66821--After cataract laser surgery......
1.0

90844--Psychotherapy 45-50 Min......c....

313 .9

Allowed
amounts

(millions)

$2,103

1,947

1,271

1,087

1,027

675

514

419

382

368

357

343



99222--TInitial hospital car€.....cceeeeee

272 .8

92014--Eye exam & treatment........ccc...
264 .8

27447--Total knee replacement............
262 .8

99238--Hospital discharge day....ccecee..
250 .7

93547--Heart catheter & angiogram........
245 .7

99244--0Office consultation.......cceeeeee.
224 .7

99255--Initial inpatient consult.........
212 .6

Total..eeeeeeeeeeoeeosessosesescsesasasasnans 12,536
36.9

\1\Amounts for surgical procedures include fees for primary
and
assistant surgeons, but not for anesthesiologists.

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, National Claims History Procedure Summary.

The 21 service groups shown in table E-20 accounted for
44.1 percent of all allowed amounts for all physicians'
services in 1992. The single most costly group was office
visits (accounting for 14.4 percent of total allowed
amounts
for physicians' services), followed by hospital visits
(11.1
percent). Cataract surgery of all types accounted for 5.8
percent of total allowed amounts for physicians' services.
It
should also be noted that the amount for hemodialysis
includes
only physician services and does not include the much
larger
amounts for the facility charges for hemodialysis that were



not
billed under the fee-for-service reimbursement system.

TABLE E-20.--ALLOWED AMOUNTS FOR SELECTED GROUPS OF
PHYSICIANS'
SERVICES, 1992

Service group Allowed
amounts

(millions)

Hospital visits (99221-99238)..cceeecccccccns $3,764
11.1

Office visits (99201-99215)....cccceeeeccccccs 4,896
14.4

Cataract surgery (66830-66985)...cccccceccen. 1,985
5.8

EKGs (93000-93018, 93015-26)ccceccccccccccnss 364
1.1

Transurethral surgery (52601)....ccccceeecees

159 .5

Coronary artery bypass (33510-33516)......... 495
1.5

Hip arthroplasty (27130-27132)¢cececccccccccs

144 .4

Cardiac catheterization (93501-93553)..¢ccc... 598
1.8

Colonoscopy (45378-45385, 44388-44393, 45355) 485
1.4

Hemodialysis/CAPD (90935-90947)...cceeceecccns

165 .5

Thromboendarterectomy (35301-35381)......0....

100 .3



Knee arthroplasty (27446, 27447, 2988l)......

293 .9
Pacemaker implant/removal (33200-33210,

33232 ) ctteeeececcctcssscscccccccccccssssssanns

89 .3
Vein bypass (35501-35587)cccceccccccccccccncss

71 .2
Emergency room visits (99281-99285).......... 610
1.8
SNF visits (99301-99313)ccceeccccccccccccnnns 455
1.3
Nursing home visits (99321-99333).ccceccccces

36 .1
Home visits (99341-99353) .. ceeeccccccccccccns

56 .2
Prostatectomy (55801-55845)....ccccccccccccss

82 .2
EEGs (95816-95827, 95950, 95955).....cccccen...

33 .1
Pacemaker tests (93731-93736).cccceeecccccccncs

71 .2

0 3 o 14,951

44.1

\1\Amounts for surgical procedures include fees for primary
and
assistant surgeons, but not for anesthesiologists.

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, National Claims History Procedure Summary.

In recent years, there have been many changes in the
delivery of health care services. Some of the more
significant
changes affecting Medicare services have been in the
delivery
of surgical services. First, there has been significant



growth
in the amount of surgical care provided by some
specialties.
Second, there has been a dramatic shift in the place of
surgical care; that is, surgical care is now frequently
provided in outpatient settings, whereas previously, most
surgical care was provided in inpatient settings.

As shown in table E-21, the most significant shift in
site
of surgical care between 1980 and 1992 was out of inpatient
settings and into other settings. Outpatient hospital
settings
benefited most from this shift, growing from only 3.3
percent
of all surgical charges in 1980 to 25.5 percent in 1992.
The
proportions of surgery taking place in a physician's office
and
in other nonhospital settings also grew somewhat. In 1992
the
proportion of all surgical care provided in inpatient
settings
had dropped to 47.9 percent.

TABLE E-21.--CHARGES SUBMITTED TO MEDICARE FOR ALL
PHYSICIAN
SURGICAL SERVICES, BY PLACE OF SERVICE, 1980,
1990-92

Surgical
charges\1\
As percent
Place of service Amount in Percent
of of total
millions surgical

settings
charges



charges

1980

TOotal.eeeeeeeeeeeeeceaceoccoocess $3,828
100.0 31.8
Office..ieiiiiiiiiieeeeeeeeeecccnnnns 445
11.6 12.2
Outpatient hospital.....ceeeeeeeeeens 129
3.3 29.5
Inpatient hospital....ceeeeeeeecceens 3,231
84.4 44.1
Other\2\ ...ttt eeeeereencannnnns 23
6 3.7
1990

Total..eeeeeeeeeeeeoeeeocconccans 11,048
100.0 33.3
[ X o 2,004
18.1 16.2
Outpatient hospitalll\............... 2,867
26.0 54.3
Inpatient hospital...ceeeeeeececceens 5,563
50.4 40.6
Ambulatory surgical center........... 488
4.4 51.2
Other\2\ ... .ttt eeeeeenneananns 127
1.1 14.5
1991

Total...eeeeeeeeeeeeaccacnnnnns 11,773
100.0 32.9

[ T o 2,230



18.9 16.1

Outpatient hospitalll\........ccccu. 2,993
25.4 52.5
Inpatient hospital...ceeeeeeeeeeeaens 5,834
49.6 41.1
Ambulatory surgical center........... 514
4.4 54.2
Other\2\ ...ttt ieeereencanncnns 201
1.7 18.9
1992

Total..eeeeeeeeeeecacacaonnoscesns 10,958
100.0 31.3
OffiCEeieieeeeeeeeeeeoeossossoscncnnnans 2,103
19.2 14.8
Outpatient hospitalll\............... 2,791
25.5 50.3
Inpatient hospital...ceeeeeeeeecceens 5,249
47.9 39.2
Ambulatory surgical center........... 622
5.7 90.3
Other\2\ ... .ttt ierieeeeeeceananns 193
1.8 16.6

\1\May include some services rendered in an ambulatory
surgical center.

\2\Includes homes, nursing homes, and other places of
service.

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, Part B Extract Summary System.

Table E-22 shows the percent of total surgical charges
by
specialty in 1980 and 1992. In 1980, three specialties
(ophthalmology, general surgery, and orthopedic surgery)



accounted for nearly half of all Medicare surgical care.
These

same three specialties accounted for close to the same
proportion of total surgical care in 1992, but the shares
among

these specialties changed. While ophthalmologists accounted
for

only 13.6 percent in 1980, by 1991 their share had
increased to

22.7 percent due primarily to the substantial growth
incataract

surgery during the 1980s. For two specialties,
gastroenterology and

otology, laryngology and rhinology (or ENT), surgical care
represented

much larger proportions of their total Medicare practice in
1992 than

in 1980. On the other hand, surgical charges for urologists
represented

much smaller proportions of their total Medicare practice
in 1992 than

in 1980.

TABLE E-22.--SUBMITTED SURGICAL CHARGES UNDER MEDICARE AS A
SHARE OF
TOTAL SURGICAL CHARGES AND AS A PERCENT OF TOTAL PRACTICE
CHARGES, BY
MEDICAL SPECIALTY, 1980 AND 1992

Percent

Surgical charges

distribution of as
a percent of

surgical charges
total practice

Specialty = == e

charges

1980 1992



All physicianS.....cceeee. 100.0 100.0
31.8 31.3
Ophthalmology..cceeeeeeeeeeennns 13.6 22.7
62.1 67.5
General SUrgery...ceeeescescoses 22.1 11.9
71.6 70.0
OrthopedicC SUrgery...eeeeeeeeess 13.0 10.6
73.6 71.9
Ur0lOgyeeeeeeescescocscoscocscnsss 10.7 6.5
75.6 52.6
ThOoraciC SUIrgery...eeeeecseeeesss 8.0 5.4
82.2 81.9
Clinic and other group practice. 4.7 2.4
25.8 22.5
Internal mediCin€....eeeeeeeeess 4.2 3.3
6.9 7.1
Cardiovascular diseas€.......... 2.7 7.3
22.4 28.0
Podiatry.eeeeeeeeeeesssascaconnns 3.0 4.0
53.5 61.4
Gastroenterology...ceeeeeceenens 1.7 5.6
45.9 65.2
Dermatology.e.ceeeeeeeeccccnscccns 2.4 4.3
60.9 69.3
Neurological SUXrgery...eeeeeeess 2.9 2.0
70.2 78.2
Othology, laryngology, rhinology 1.9 .0
49.7 66.0
PlastiC SUrgery..eeeeeeeeccssnns 1.3 1.3
88.1 85.8
Other.....ciiiiiiiiieieieeennens 8.4
12.6  ...ceenn 9.9

Source: Health Care Financing Administration, Bureau of
Data Management



and Strategy, Part B Extract Summary System.

As shown in table E-23, many different medical
specialties
participated in the shift to outpatient surgery. In 1980,
only
two specialties (dermatology and podiatry) performed the
majority of their surgical services in outpatient settings;
in
these cases, the care was generally provided in the
physician's
office. In 1992, seven specialties provided a majority of
their
surgical care in outpatient settings: ophthalmology,
podiatry,
gastroenterology, dermatology, ENT, internal medicine, and
plastic surgery. Podiatrists and dermatologists continued
primarily to work in their offices; internist split their
non-
inpatient work between office and outpatient settings,
while
the other specialties provided their surgical services in
outpatient hospital and ambulatory surgical facilities.
Most
surgical specialties, such as general, orthopedic,
cardiovascular, neurological and thoracic surgeons,
remained
closely tied to inpatient hospital settings.

TABLE E-23.--SUBMITTED SURGICAL CHARGES
UNDER MEDICARE, BY MEDICAL SPECIALTY AND PLACE OF SERVICE,
1980 AND 1992

[In percent]



Specialty All
Inpatient Outpatient All
Inpatient Outpatient
settings Office
hospital hospital Other\1\ settings Office
hospital hospital\2\ ASC\3\ Other\1\

All physicianS....ccceeeeeeeccss 100.0 11.6
84.4 3.3 0.5 100.0 19.2 47.9
25.5 5.7 1.8
General SUrgery...ceeeeeeeeeeccccness 100.0 4.4
92.6 2.9 .1 100.0 6.0 73.7
18.8 1.0 0.5
Cardiovascular diseas€.....cceeeeeees 100.0 1.7
97.9 .4 (\4\) 100.0 2.6 86.4
10.3 0.1 0.6
Dermatology.ceeeeeeeecccccsccocnscccns 100.0 94.6
4.0 .9 .6 100.0 97.5 0.5
1.3 0.4 0.3
Gastroenterology...eeeeeeeceecccenses 100.0 12.0
75.6 12.3 .1 100.0 9.5 38.9
46.9 4.3 0.5
Internal medicine....ceeeeeeeccccceens 100.0 17.5
76.6 5.7 .2 100.0 25.4 44.5
28.2 1.5 0.5
Neurological SUXgery...eeeeeeeesscecns 100.0 1.1
98.5 .5 (\4\) 100.0 1.6 94.8
3.2 0.1 0.3
Obstetrics/Gynecology..ceeeeeeeeeseess
100.0 ceeeee  teeeccecee  sessssssee  seeceeeenes 100.0
14.3 72.5 12.1 .8 0.3
Otology, Laryngology, Rhinology...... 100.0 12.6
83.7 3.7 (\4\) 100.0 14.0 4.0

55.2 25.4 1.4



Ophthalmology.eeeeeeeeeeeeceacccennes 100.0 7.9

87.1 5.0 .1 100.0 18.8 4.7
53.3 20.7 2.5

OrthopediC SUXrgerY..eeeeeeeeeessccans 100.0 6.3
90.2 3.4 .1 100.0 7.7 78.0
12.9 1.0 0.4

PlastiC SUYgerY..eeeeeeeeescccannccss 100.0 13.0
67.2 19.7 .1 100.0 22.0 33.8
37.3 5.8 1.0

ThOraciC SUIXgerY.eeeeeeseccccccssssss 100.0 .8
98.7 .5 (\4\) 100.0 1.3 95.8
2.6 0.1 0.2
UrOlOgy.eeeeceeeeeceeessceasscocsssccssss 100.0 8.0
90.6 1.4 .1 100.0 23.5 57.5
17.6 1.0 0.3
POdi@tryeeeeeeeeeeeeeeecseaeacssnnnnns 100.0 71.3
13.5 .9 14.3 100.0 70.4 1.6
5.3 1.3 21.4

Clinic and other group practice...... 100.0 10.1
85.3 4.5 .1 100.0 14.1 57.8
25.7 1.9 0.5
Other.....iiiiiiiiiiiiiieeeeneccnnnns

100.0 tieeee  teeecccece  sessssssee  seeceeesnss 100.0
21.0 54.7 22.2 1.5 0.6

\1\Includes homes, nursing homes, and other places of
service.

\2\May include some services rendered in an ASC.
\3\Ambulatory surgical center.

\4\Less than .05.

Source: Health Care Financing Administration, Bureau of
Data Management and Strategy, Part B Extract Summary
System.

TABLE E-24.--PERCENT DISTRIBUTION OF ALLOWED SURGICAL
CHARGES UNDER
MEDI- CARE, BY MEDICAL SPECIALTY AND PLACE OF SERVICE,



Inpatient hospital:

General SUXgerY..eeeeeeesseeesscoasscosssscsssscssssccss
18.4

OrthopediC SUIgerY..eeeeeeeseeeeaeeecccccccsssssssssscss
17.2

ThOYraCiC SUTgEIY.eeeeeeeeeeeeeasssssssssssssssssssssssss

Clinic and other group practiCe....eeeeeeeceeeccccccccscs
GastroenterOlogy . e eeeeeeeeeeescscssssccsscscoassscssssccss
Internal MEAiCiNE. . e e eeeeeeeeeeossssssscccsocccssssssss
OphthalmoOlogy.eeeeeeeeeeeeeeeessossoscsoscsocscscscssscssesss
Neurological SUXgerY..eeeeeeeessssssscccscocccsssssssss

Other medical and surgical specialtieS..ccceeecccsccces

Office:
OphthalmOlogy .o eeeeeeeeeeeeeeeeceeesscecssscossscossscns
22.2
DermatoOlogyeeeeeeeeeecseesesscssocssocscsocssocscssscssssssesss
21.9



General SUXgerY..eeeeeeeeeeeeeceeascsosoesssosossscscscscncaes
OrthopediC SUIrgery...ceeeeeeeeecssscscscccccscssssssscscss
GasStroenterOlogy . e e e e eeeeeeeeeeeeeeceessccassccncscncas
Family practiCe...eeeeeeeeeeeeessssscsccccoccsssssssscscss
Clinic and other group practiCe....eeeeeeeececscccccnccss

Other medical and surgical specialtieS...cceeeeccccccss

Outpatient hospital:

OphthalmoOlogy e eeeeeeeeeeeeeeeeeeeeaesceaascocssscnnascns
47.6

GastroenterOlogy . ceeeeeeeeeeeescseeescscasscscosssccsssaccss
10.4

General SUXgerY..eeeeeeeeeeeesseeasscosssscosssscosscccaes
8.8

OrthopediC SUIrgery...eeeeeeeeeeesssssscssccsssssssssssscss

InternNal MEAIiCIiNE . v e o v eeeceeceececsecsosscsscsocsesssess



PlastiC SUXQger Y. eeeeeeeeeosssssesscossocccssssssssssssses
1.9

Other medical and surgical specialtieS...cceeeccccccces
14.3

Source: Health Care Financing Administration, Bureau of
Data Management
and Strategy, Part B Extract Summary System.

In 1992, ophthalmologists provided most (47.6 percent)
of
the surgery done in outpatient hospital settings (see table
E-
24). The predominance of ophthalmologists in this setting
is
due to cataract surgery. Ophthalmologists also accounted
for
the largest proportion of office surgical charges, 22.2
percent. However, dermatologists and podiatrists also
represented significant percentages of office surgical
charges,
21.9 and 14.7 percent respectively. In inpatient settings,
the
traditional surgical specialties--general surgery,
orthopedic
surgery, cardiovascular surgery, thoracic surgery and
urology
accounted for 67.4 percent of all surgical charges.

TABLE E-25.--GEOGRAPHIC PRACTICE COST INDICES, BY MEDICARE
CARRIER
LOCALITY

Carrier Locality Practice



number number

Locality name

Malpractice
510... 5
0.824

510.... 4
911 .824
510.... 2
867 .824
510.... 1
869 .824
510.... 6
851 .824
510... 3
869 .824
1020.. 1
1.042

1030.. 5
1.255

1030.. 1
1.255

1030.. 7
1.255

1030.. 99
1.255

1030.. 2
1.255

1030.. 8
1.255

520.... 13
856 .302
2050... 26
1.370

542.... 14
1.370

542.... 11
1.370

542.... 13
1.370

2050... 18

Birmingham, AL.......
Mobile, AL..ceeeeeenos
North Central Alabama
Northwest Alabama....
Rest of Alabama......

Southeast Alabama....

Flagstaff (City), AZ.
Phoenix, AZ...ceeeee.
Prescott (City), AZ..
Rest of Arizona......
Tucson (City), AZ....
Yuma (City), AZ......
ArkansasS..eeeeeeeeees
Anaheim-Santa Ana, CA
Bakersfield, CA......
Fresno/Madera, CA....
Kings/Tulare, CA.....

Los Angeles, CA (1lst

0.981

.964

.970

.985

.975

.972

1.106

.983

1.003

.983

.987

.987

.983

.960

1.046

1.028

1.006

.999

1.255

911

1.016

911

.943

.989

911

1.220

1.050

1.009

1.001



1.370
2050...

1.370
2050...

1.370
2050...

1.370
2050...

1.370
2050...

1.370
2050...

1.370
2050...

1.370
542....
1.370
542....

1.370
542....

1.370
542....

1.370
542....

1.370
542....
1.370
542....
1.370

19

20

21

22

23

24

25

10

12

27

of 8).ciiiiiian

Los Angeles, CA (2d
of 8).ciiiiiiiiaan

Los Angeles, CA (3d
of 8).ceiiiiiiiaaa

Los Angeles, CA (4th
of 8).eeiiieeieeennn

Los Angeles, CA (5th
of 8).ceiieieeennan

Los Angeles, CA (6th
of 8).ciiiiiian

Los Angeles, CA (7th
of 8).ceiiiiiiiiaa

Los Angeles, CA (8th
of 8).cciiiiiiiiaan

Marin/Napa/Solano, CA

Merced/Surrounding
Counties, CA....c...

Monterey/Santa Cruz,
North Coastal
Counties, CA........

Northeast Rural
Californid...eeceeeeo.

Oakland-Berkeley, CA.

Riverside, CA....c....

1.060

1.060

1.060

1.060

1.060

1.060

1.060

1.060

1.012

1.018

1.023

1.003

1.001

1.028

1.026

.196

.196

.196

.196

.196

.196

.196

.196

.198

.009

.108

.072

.990

.258

.080



542....

1.370
542....

1.370
2050...

1.370
542....
1.370
542....
1.370
2050...
1.370
542....
1.370
542....

1.370
2050...
1.370
550....
988
10230..
1.036
10230..

1.025
10230..

1.188
10230..
1.231
570....
1.018
580....
1.168
590....
1.376
590....

15

28

17

.683

.664

.947

Sacramento/Surroundin
g Counties, CA......

San Bernardino/East
Central, CA...ccvce.

San Diego/Imperial,

San Francisco, CA....
San Mateo, CA........
Santa Barbara, CA....
Santa Clara, CA......

Stockton/Surrounding
Counties, CA.....c...

Ventura, CA...cceeesee
ColoradO.e.eceeeeeeeces
Eastern Connecticut..

Northwest and North
Central Connecticut.

South Central
Connecticut.........

Southwest Connecticut
Delaware....eeeeeeess
D.C.+MD/VA suburbs...
Fort Lauderdale, FL..

Miami, FL.uoeeeeeoanns

1.026

1.025

1.026

1.038

1.038

1.012

1.048

1.019

1.034

.999

.999

1.002

1.018

1.053

1.026

1.059

.993

1.034

.088

.077

.090

.303

.303

.073

.286

.027

.132

.053

.071

.103

.139

.981

.025



1.641
590....

1.108
590....
1.108
1040...
1.022
1040...
841
1040...

895
1040...

869
1120...
1.025
5130...
917
5130...
936
621....
1.137
621....
1.773
621....
1.137
621....
1.137
621....
1.579
621....
1.137
621....
1.137
621....
1.137
621....
1.137
621....

.752

.752

.752

.752

.889

.889

12

11

10

16

11

12

North/North central
Florida cities......

Rest of Florida......
Atlanta, GA......c...
Rest of Georgia......

Small Georgia cities

South Idaho..........
Champaign-Urbana, IL.

Chicago, IL.:eeeeesss

Decatur, IL.......c...
East St. Louis, IL...
Kankakee, IL...cece..
Normal, IL...ceeeeses
Northwest, IL........
Peoria, IL..eeeeeacaes

Quincy, IL..ceeeeeens

.975

.966

.975

.956

.962

.961

1.003

.965

.932

.871

1.094

.920

1.114

.925

.927

.958

.925

.968

.896

1.031

.896



1.137
621....
1.137
621....
1.137
621....
1.137
621....
1.137
621....
1.137
621....
1.137
630....
963
630....
896
630....
905
640....

966
640....
916
640....
918
640....
890
640....

881
640....

933
640....
900
740....
1.134
650....
1.134

.547

.516

.516

.666

.666

.666

.666

.666

.666

.666

13

14

15

Rock Island, IL...... .995
Rockford, IL......... 1.010
Southeast Illinois... .974
Southern Illinois.... .974
Springfield, IL...... .996
Suburban Chicago, IL. 1.020
Metropolitan Indiana. .998
Rest of Indiana...... .979
Urban Indiana........ .980

Des Moines (Polk/

Warren), IA....cece. .997
North central Iowa... 971
Northeast Iowa....... .972
Northwest Iowa....... .969

South central Iowa
(excludes Des
MOINES)eeeeeeeeecens .962

Southeast Iowa

(includes Iowa City) .976
Southwest Iowa....... .968
Kansas City, KS...... .978
Rest of Kansas....... .953

.958

1.018

.896

.896

.966

1.097

.964

.893



740.... 4
1.134

660.... 1
917 .667
660.... 3
875 .667
660.... 2
898 .667
528.... 7
889 .808
528.... 3
966 .808
528.... 6
928 .808
528.... 4
907 .808
528.... 5
880 .808
528.... 1
1.185

528.... 50
880 .824
528.... 2
940 .808
21200.. 2
903 .716
21200.. 1
912 .716
21200.. 3
980 .716
690.... 1
1.040 .927
690.... 3
1.010 .820
690.... 2

1.013 .843

Suburban Kansas City,

KS. i eeeeeenns .978
Lexington and

Louisville, KY...... .984
Rest of Kentucky..... .974
Small cities (city

limits) KYeeeeooonne .976
Alexandria, LA....... .985
Baton Rouge, LA...... .991
Lafayette, LA........ .982
Lake Charles, LA..... .975
Monroe, LA...ceeeeees .979
New Orleans, LA...... .994
Rest of Louisiana.... .972
Shreveport, LA....... 1.003
Central Maine........ .942
Northern Maine....... .947
Southern Maine....... .956
Baltimore/Surrounding
Counties, MD....o... 1.027
Southt+Eastern Shore,
MD:teoeeeooooooonnns 1.011
Western Maryland..... 1.006

.964

1.003



700....

1.072
700....
1.131
710....
1.736
710....
1.196
720....

971
10240..
971
10250..
838
10250..

902
740....

1.179
740....

1.179
11260..
1.179
740....

1.179
11260..

1.179
740....
1.179
11260..

1.352
751....
926
655....

.855

.855

00
.748

00
.748

.650

.650

.718
00

Massachusetts suburbs/
rural (cities)......

Massachusetts Urban..
Detroit, MI....cceee..
Michigan, not Detroit

Minnesota (Blue
Shield)..eeeeeeeeens

Minnesota (Travelers)
Rest of Mississippi..

Urban Mississippi
(city limits).eeeees..

Kansas City (Jackson
County), MO.........

North Kansas City
(Clay/Platte), MO...

Rest of Missouri.....

Rural Northwest
counties, Missouri..

Small Eastern Cities,

St. Joseph, MO.......

St. Louis/Large
Eastern Cities, MO..

MONtana..ceeeceeeceoesees

Nebraska..ececeeeeeeeen

.997

1.002

1.059

1.010

.999

.999

.960

.966

.978

.978

.950

.953

.954

.950

.988

.967

.960

1.091

971

.964

.964

.847

.866

.838

.867

.964



883
1290...

1.144
1290...

1.144
1290...

1.144
1290...
1.144
780....
1.011
860....
1.153
860....
1.153
860....
1.153
1360...
925
801....

942
803....
1.647
801....

952
803....

1.929
803....

1.325
14330..
1.861
801....

1.017

.435

99

40
.602

.767

.963

.963

.963

Elko and Ely
(Cities), NV..eeeoswn

Las Vegas, et al
(cities), NV........

Reno, et al (cities),

Rest of Nevada.......
New Hampshire........
Middle New Jersey....
Northern New Jersey..
Southern New Jersey..
New MeXiCO..eeeeeennn

Buffalo/Surrounding
Counties, NY........

Manhattan, NY........

North central cities,
New YOorK..eeeeeeeoann

New York City suburbs/
Long Island, NY.....

Poughkpsie/N. New
York City suburbs...

Queens, NY..eeeeeaaao

Rochester/Surrounding
Counties, NY...eoeo.o

.984

1.036

1.008

1.020

.962

1.034

1.040

1.016

.981

1.006

1.059

.997

1.060

1.004

1.059

1.021

.026

.082

.141

.079

.070

131

.030

.255

.229

.018

.255



801....

935

5535...

902

820....

895

16360..

951

1370...

911

1380...

1.008

1380...

1.033

1380...

997

1380...

990

1380...

988

865....

1.440

865....

1.552

865.0.0

929

865....

945

973....

763

8700...

998

880....

874

.963

.378

.688

.920

.516

00

00

00

.951

.951

.951

.951

.951

.986

.986

.466

.734

.448

99

12

20

Rest of New York.....

North Carolina.......

Eugene, et al
(cities), OReeeeeenn

Portland, et al
(cities), OR.ceeennn

Rest of Oregon.......

Salem, et al
(cities), OR.c.eeeess

Southwest Oregon
cities (city limits)

Large Pennsylvania

Philly/Pitt Medium
Schools/Hospitals...

Rest of Pennsylvania.

Small Pennsylvania

.968

.974

.974

1.008

1.014

.975

1.001

1.014



820..
857
5440.
896
900..
888
900..
900
900..
968
900..
955
900..
955
900..
888
900..
944
900..
971
900..
971
900..
894
900..
936
900..
968
900..
903
900..
982
900..
856
900..
929
900..
881
900..
873
900..

.688

.407

.504

.504

.504

.504

.504

.504

.504

.504

.504

.504

.504

.504

.504

.656

.504

.504

.504

.504

35

29

26

31

20

10

24

11

12

14

28

15

16

18

33

17

21

19

23

South Dakota....cce...
TEeNNESSECC . eeeeeeceess
Abilene, TX.:eeeeeens

Amarillo, TX..eeeeeo.

Beaumont, TX..eeeeeao
Brazoria, TX.eeeeeeos
Brownsville, TX......
Corpus Christi, TX...
Dallas, TX.:eeeeeeoann
Denton, TX..ceeoeeeees
El PasOo, TXeeeeeeonon
Fort Worth, TX.......
Galveston, TX..eeeeon
Grayson, TX..eeeeeoon
Houston, TX..eeeeeesee
Laredo, TX..eeeeoeeees
Longview, TX..eeeeenw
Lubbock, TX...eeeeuwn
Mc Allen, TX.eeeeoesosn

Midland, TX..eeeeeees



998 .504

900....
883 .504
900....
971 .504
900....
955 .504
900....
902 .504
900....
929 .504
900....
895 .504
900....
886 .504
900....
883 .504
900....
931 .504
900....
973 .504
900....
871 .504
900....
852 .504
900....
896 .504
910....
952 .739
780....
941 .533
10490..
953 .462
10490..
888 .522
10490..
892 .531
10490..

13

25

30

27

32

22

34

50

Northeast rural Texas

Odessa, TX.eeeeoooaos
Orange, TX..eeeeeeees
San Angelo, TX....e..
San Antonio, TX......

Southeast rural Texas
Temple, TX..eeeeeoeos
Texarkana, TX..eeeeo.
Tyler, TX..oeeeeeoeos
Victoria, TX..eeeeeo.
WACO, TXueeeeeeooonons
Western rural Texas..

Wichita Falls, TX....

Vermont.....cceeeeeeee

Richmond+Charlottesvi
lle, VA.. ittt eeennn

Rest of Virginia.....

Small town/Industrial
Virginid.eeeeeeeeess

Tidewater+North
Virginia Counties...

.968

1.008

.998

.954

.973

.973

.969

.953

.984

.976

.981

.961

.969

.993

.942

.975

.967

971

.989



994
973....
1.000
932....

1.064
932....

1.064
932....

1.064
932....

1.064
16510..
962
16510..
881
16510..
881
16510..
876
16510..
900
951....
888
951....

913
951....

905
951....

919
951....

.703
50

16
.688

18
.688

19
.688

20
.688

17
.688

13
.762

40

.762
54

.762
19

.762
15

Virgin Islands....... 1.000
East

central+Northeast

Washington (excludes
Spokane).....ccee... .991
Seattle (King

County), WA......... 1.019
Spokane+Richland

(cities), WA........ .996
West+Southeast

Washington (excludes
Seattle).....cceunn 1.008
Charleston, WV....... .987
Eastern Valley, WV... .962
Ohio River Valley, WV .962
Southern Valley, WV.. .960
Wheeling, WV......... .975
Central Wisconsin.... .960
Green Bay, WI
(Northeast)..eeeee.. .979
Janesville, WI (South-
Central)...cceeeeenn .970
La Crosse, WI (West-
Central)....ccoeeeenn .976

Madison, WI (Dane
County)eeeeeeeeeeenn 977

1.000

.979

1.049

.995

.992



979 .762

951.... 46 Milwaukee suburbs, WI
(SE)eeeeeeeececccannns 1.010

1.008 .762

951.... 4 Milwaukee, WI........ 1.008

1.009 .762

951.... 12 Northwest Wisconsin.. .966

898 .762

951.... 60 Oshkosh, WI (East-
Central)..ceeeeeeenns .974

911 .762

951.... 14 Southwest Wisconsin.. .960

888 .762

951.... 36 Wausau, WI (North-
Central).....cceeeenn .971

898 .762

825.... 2] WyOmMing..eeeeeeeeoesss .988

938 .641

Note: Work GPCI is the \1/4\ work GPCI required by Pub. L.
101-239.

Source: Federal Register, Vol. 58, No. 230, December 2,
1993; 63848-
63851.






