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Payment reform

https://www.ama-assn.org/system/files/2022-nac-action-kit-payment-

reform.pdf



J Am Acad Orthop Surg 2021 Dec 1;29(23):e1232-e1238



CRS Medicare Primer 

https://sgp.fas.org/crs/misc/R40425.pdf



Medicare

CRS Medicare Primer 

https://sgp.fas.org/crs/misc/R40425.pdf

• Provides insurance ages 65+

• Expanded to include permanently disabled

• Covers hospitalizations, physician services, 

prescriptions drugs, skilled nursing, home health 

visits, hospice care

• Administered by the Centers for Medicare and 

Medicaid (CMS) within the Department of Health 

and Human Services (HHS)

• 1965 law also established Medicaid, the 

federal/state health insurance program for the poor



Medicare

CRS Medicare Primer 

https://sgp.fas.org/crs/misc/R40425.pdf

• Part A: Inpatient hospital services

– Funded by payroll tax of 2.9% of earnings between 

employers and employees

– Since 2013, additional 0.9% for workers with income greater 

than $200,000

• Part B: Physician services 

– Beneficiary premiums (25%) government revenue (75%)

• Part C: Medicare Advantage

– Private plan option covering Part A&B

• Part D: Prescription drugs

– Beneficiary premiums and government revenue



https://www.kff.org/medicare/issue-brief/what-to-know-about-medicare-spending-

and-financing/



https://www.kff.org/medicare/issue-brief/what-to-know-about-medicare-spending-

and-financing/



CRS Medicare Primer 

https://sgp.fas.org/crs/misc/R40425.pdf



Medicare Payment History

CRS Medicare Primer 

https://sgp.fas.org/crs/misc/R40425.pdf

• Payments was originally based on: 

– “Reasonable costs” for hospital services 

– “usual, customary and reasonable charges 

for physician services”

• 1972 the program introduced managed care by 

allowing private insurance companies to provide 

benefits in exchange for a monthly capitated 

payment



Hospital Payments

• Formula for hospital 

reimbursement:

– “cost + 2% basis” 

• Between 1966 and 

1976:

– Consumer Price 

Index: 89% 

– Hospital costs: 345%

Journal of the History of Medicine and Allied Sciences, 

Volume 62, Issue 1, January 2007, Pages 21–55



Hospital Payments

• Tax Equity and Fiscal Responsibility Act of 1982 

established a prospective payment system to slow 

the growth of expenditures

• Pay a single flat rate per type of discharge, as 

determined by the classification of each case into a 

diagnosis-related group (DRG)

• From 1980 to 1990, 20% savings from prior 

projections

Health Care Financ Rev. 1986 Spring; 7(3): 97–114.

N Engl J Med 1989; 320:439-444



DRG Payments

• DRGs “bundle” services (labor and non-labor 

resources) that are needed to treat a patient 

with a particular disease

• DRG payment rates cover most routine costs 

attributable to patient care

• Approximately 500 DRGs

• CMS assigns a unique weight to each DRG

• More costly conditions are assigned higher DRG 

weights.

https://oig.hhs.gov/oei/reports/oei-09-00-00200.pdf



4.4% Reduction

https://oig.hhs.gov/oei/reports/oei-09-00-00200.pdf

  

https://www.advisory.com/content/dam/advisory/en/public/Advisory/Topics/Me

dicare/Cheat-sheets/Medicare-payment-programs/D20/IPPS-Onepage.pdf

Hospital Payments



The Regulatory Formula Leads 

To Automatic Increases in 

Facility Fees



Physician Payments

• Estimated the relative amounts of “work” physicians 

contribute to the services they render

• The study was published in 1988, and was the basis for 

the Relative Value Unite (RVU) system

• 1989, The Omnibus Budget Reconciliation Act 

implemented the RVU fee schedule effective from 

January 1992 to help control Medicare part B costs

JAMA. 1988;260(16):2347-2353.
Curr Probl Diagn Radiol 2016 Mar-Apr;45(2):128-32.



RVU Components



https://www.ama-assn.org/system/files/rbrvs-ruc-process.pdf



The RVS Update Committee 

(RUC)

https://www.ama-assn.org/system/files/ruc-update-
booklet.pdf



https://www.ama-assn.org/system/files/ruc-update-
booklet.pdf



RUC Outcomes



https://www.ama-assn.org/system/files/rbrvs-ruc-process.pdf



Conversion Factor

• Congress has 

authority to set CF 

since 1989

• Overall CF has not 

kept up with 

inflation

• The initial Medicare 

CF was set at 

$31.001 in 1992

• 2023 CF is 

$33.8872 

•  https://www.ama-assn.org/system/files/2021-01/cf-history.pdf

https://bulletin.facs.org/2019/09/medicare-physician-payment-on-the-decline-its-

not-your-imagination/

https://www.ama-assn.org/system/files/history-of-medicare-conversion-factor-

under-the-sgr.pdf

https://www.ama-assn.org/system/files/2021-01/cf-history.pdf
https://bulletin.facs.org/2019/09/medicare-physician-payment-on-the-decline-its-not-your-imagination/
https://bulletin.facs.org/2019/09/medicare-physician-payment-on-the-decline-its-not-your-imagination/


2024 Updates

•CMS proposed a 2024 conversion factor of 
$32.7426, representing a reduction of 3.3% 
from 2023 levels 



Legislative Vs Regulatory



JAMA Netw Open. 2020;3(12):e2028470. doi:10.1001/jamanetworkopen.2020.28470



JAMA Netw Open. 2020;3(12):e2028470. doi:10.1001/jamanetworkopen.2020.28470



J Arthroplasty . 2020 Mar;35(3):605-612. 





Payment reform

https://www.ama-assn.org/system/files/2022-nac-action-kit-payment-

reform.pdf



J Arthroplasty 2020 May;35(5):1174-1178.







Payment Reform

https://www.ama-assn.org/system/files/2022-nac-action-kit-payment-

reform.pdf

• U.S. Representatives Raul Ruiz, M.D. (D-CA-

25), Larry Bucshon, M.D. (R-IN-08), Ami Bera, 

M.D. (D-CA-06), and Mariannette Miller-Meeks, 

M.D. (R-IA-01), introduced H.R. 2474, 

the “Strengthening Medicare for Patients and 

Providers Act”

• The bipartisan legislation would change the 

physician payment rate above the current law by 

providing an annual Medicare physician 

payment update tied to inflation, as measured 

by the Medicare Economic Index (MEI).





March 2023 Report to the Congress: Medicare Payment Policy



Future Challenges

• Transition from fee for service to value based 

models 



How to get involved?

• Email campaigns

• Society memberships

• Political Action Committee

• Member of Congress

• Society committees









Society Membership

4672

4000

3800

1400



Orthopedic Political Action 

Committee 



Orthopedic Political Action 

Committee 



Congressional Meeting
• House committee

– Energy and Commerce

• Health Subcommittee

• Medicare Part B, Medicaid

– Ways and Means

• Taxes

• Health Subcommittee

• Senate committee

– Finance

• Medicare, Medicaid

– Health, Education, Labor, and Pensions

• Public health



Society Committees

• AAOS Orthopedic Advocacy Week 

• AAOS Resident Assembly

• AAOS Congressional Ambassador

• AAHKS Advocacy Council



• AAHKS members in first four years of practice

• Two year program

• Provides exposure to regulatory and legislative 

bodies that impact the delivery of hip and knee 

arthroplasty





Conclusion

• Importance of physician 

advocacy for our patients and 

our profession

• We can all make a difference
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