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rate, the target system reduces fee increases or causes fees to fall. Under the fee schedule, Medicare pays for
more than 7, 000 services that Medicares Physician Fee can be classified in several broad categories - patient
evaluation and Schedule Based on management, which includes oHice visits, hospital visits, and Relative Values
consultations; procedures, which includes inpatient and minor surgeries; imaging, which includes X rays and
more sophisticated diagnostic radiology, such as computed axial tomography ( CAT ) scans; and tests, which
includes urinalysis and blood chemistries. Within these broad categories are varying levels of service
complexity. The fee schedule expresses this complexity through relative value units ( RVU ), which account for
the amount of physician time, expertise, and 9, 1 20 resources required to deliver a service compared to other
services. The relative complexity - as measured by the costliness - of each service is compared to a benchmark
service, defined as a midlevel oHice visit. For 21 example, if a midlevel oHice visit had an RVU value of 1. 000, a
service with 1. 475 RVUs is estimated to be 47. 5 percent more costly to provide than the midlevel oHice visit;
while a service with 0. 925 RVUs is estimated to be 7. 5 percent less costly than the midlevel oHice visit. In this
way, RVU weights quantify the complexity of services provided. 19 Some services paid under the physician fee
schedule do not have RVUs associated with them; these services are priced by Medicares claims administration
contractors. 20 Medicare adjusts a services RVU-based payment for area diHerences in physicians cost of
operating a private medical...
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