


Chapter 1


     

What Changed? 
    Unless you were trained more than thirty years ago, you might be asking, What’s the 
issue? From your perspective, practicing medicine has always been this way. You’re 
probably wondering why some in this profession complain about the current system and 
think, They just need to adapt! But that’s because you have never worked in the old 
system, where healthcare delivery was more of a mission and less of a business, and 
you’ve likely never practiced medicine without Relative Value Units (RVU) or Current 
Procedural Terminology (CPT) codes. Although the Accreditation Council for Graduate 
Medical Education (ACGME) requires training regarding billing and coding during 
residency, very little attention is paid to these seemingly mundane issues in reality. So a 
bit of history is needed to communicate what has changed and how we got to where we 
are today. 

    The American Medical Association (AMA) first developed Current Procedural 
Terminology codes in 1966.1 The first edition was developed to simplify and bring 
consistency to the description of procedures and services. They were intended to help 
providers describe what they did more easily so record clerks could understand. The 
codes had nothing to do with reimbursement. In 1970, the second edition of the codes 
expanded to five digits and began including lab tests. Not until 1983 were the codes tied 
to billing. In that year, the Health Claim Financial Administration (HCFA), now called the 
Centers for Medicare and Medicaid Services (CMS), merged CPT with its own Common 
Procedure Coding System (HCPCS) and mandated that CPT codes be used for all 
Medicare billing. An American Medical Association editorial panel of sixteen (largely) 
physicians oversees the codification. Thus, what started as a mechanism to help 
providers speak a common language has become a requirement for billing and a prime 
mechanism for tracing provider activity both locally and at a national level. 



    Relative Value Units are a measure of value used in the CMS reimbursement formula 
for physician services. RVUs are a part of the Resource-Based Relative Value Scale 
(RBRVS), designed to value physician services and serve as a guide for 
reimbursement.2 Until RVUs were developed, CMS paid for services at a “usual and 
customary” rate, which could be quite variable. In the mid-1980s, a large study was 
authorized by Congress and conducted by researchers at Harvard University and the 
AMA.3 The purpose of this study was “to estimate the relative amounts of work 
expended by a provider in rendering a specific service. The estimated work considers 
provider time, training, technical skill, mental effort, and psychological stress. In 1989, 
President Bush signed a bill implementing the RBRVS fee schedule. These new fees 
became effective in 1992. The AMA Specialty Society Relative Value Scale Update 
Committee, also known as the RUC, sets and revises the RVUs and makes its 
recommendations to CMS. The AMA receives millions of dollars annually for licensing 
and to maintain the RVU/CPT system. 

    While the majority of providers agree to receive compensation for their activities 
based on the RVU/CPT system, you should understand that any provider can opt out of 
the system. At that point, the provider is free to charge whatever fee they would like, but 
they cannot charge patients insured by CMS. A number of super-specialized (especially 
aesthetic) providers, or concierge providers, have gone this route. Since CMS is such a 
large payer for most practitioners, opting out of caring for this patient population does 
not make sense. Importantly, once you opt out, you can never opt back in. 

    While a codified system certainly sounds like a good idea, there have been 
unintended consequences. CMS calculates the fee schedule from the RVU and CPT 
codes using a dollar amount conversion factor. Unfortunately, the conversion factor has 
not increased with inflation.4” 
 
    As figure 1 demonstrates, the conversion factor has actually declined rather than kept 
up with inflation. Thus, providers are paid less every year for the same effort in current 
dollars. Given this fact, it is easy to understand that providers would need to increase 
the number of billing episodes to maintain provider compensation with declining 
reimbursement. Whereas we used to be able to spend almost as much time as we 
needed with a patient to understand and diagnose their issues fully, we are now 
constrained to ten- to twenty-minute appointments and no more. Further discussion of a 
new patient concern requires a separate visit and a separate billing episode. We now 



see more patients in less time while having greater documentation requirements and an 
increased scope of medical issues to deal with. Needless to say, for those of us who 
began practicing before the mid-1990s, the impact of this on the way we interact with 
our patients has been profound. Those of you trained more recently are not fully aware 
of what our profession gave up as CMS ratcheted down “reimbursement, so let me give 
you a picture of what it used to be like pre-1990s. 

    My first job after residency was at a large VA medical center in 1985. I have no 
recollection of doing any billing activity. If that did occur, it was abstracted from our 
progress notes and procedure reports by someone I never heard from. Little did I know 
then that it was a luxury to be able to focus on delivering patient care for as long as I 
needed and document my thoughts in the chart (with a pen!). I also had ample time to 
teach residents and fellows, spend two to three days per week doing research in an 



animal facility and with my patients, and publish and lecture around the world. I often 
performed procedures with a colleague by my side, knew my lab staff and research 
technicians, and even the fellows and their families. If I was working too hard (and I 
was), it was my own doing as I was striving to build my academic career. It was not 
because my medical director or hospital administrator pushed me to increase my clinical 
volume of procedures or visits. 

    When I moved to a large university academic center in 1989, I was still able to build 
and operate an animal facility, perform clinical research, train fellows and PhD students, 
participate in new hospital construction planning, and travel the world presenting my 
research findings. But as you might expect from the timing of the new CMS fee 
schedule, things were changing. The hospital became less and less willing to share 
resources if it involved research rather than clinical billing events. My “protected” time 
became scarce. If I wanted protected time, I had to find outside funding for my salary. 
Whereas presenting research on behalf of the university had been seen as a nice bonus 
for the university’s reputation, my travel days became increasingly limited and 
questioned. By the end of the 1990s, if I wanted to travel for a presentation, I felt 
compelled to make up all clinical time by working extra on-call shifts. The protected time 
for research activities eventually vanished. My ability to support research nurses and 
technicians also vanished. Unfortunately, my days became increasingly filled with 
clinical activity and billing experts who frequented the department and schooled us on 
the necessity of proper billing documentation. We had moved from a mission-driven 
culture to a business-driven culture. 

    It is interesting to note that many hospitals were founded as religious outreaches to 
the communities. Catholic orders of nuns established huge numbers of healthcare 
facilities. In fact, the Roman Catholic Church is the largest non-government provider of 
healthcare services in the world.5 This is especially true in developing nations. Many 
other hospitals were founded as local institutions (city or county) dedicated to serving 
the poor and needy. Whether religious or non-faith-based, most hospitals founded in the 
1800s and 1900s were devoted to providing compassionate care, not generating 
income. 

    
  



Rather than being practitioners of the mission to serve  
the poor and ill, we have become the mechanism to  

ensure sufficient income and financial viability. 

    Over time, there has been a steady movement toward generating operating income 
from service fees. Charity and public funding have been insufficient to support the 
modern facility. To gain economies of scale, there has been massive consolidation such 
that locally responsive facilities are now a minority. Regulatory requirements have 
exploded. Legal risk has exploded. Medical complexity has exploded. Competition has 
overshadowed cooperation. To be sure, many hospitals still have written statements of 
values that reflect their founding missional principles, but the culture has shifted to a 
business and regulatory focus. Rather than being practitioners of the mission to serve 
the poor and ill, we have become the mechanism to ensure sufficient income and 
financial viability. 

    Enough about the old days for now. I feel it is important for us to realize that times 
have changed. I will share more experiences and contrasts from the past, but I want you 
to know that what we experience in current practice has not always been this way. And 
to be certain, I believe it does not have to stay this way. My goal for this book is to share 
how I think each of us working in healthcare can make small changes that will reshape 
our culture back to the mission without a major overhaul in the system or financial ruin. 

    Wouldn’t it be great to be excited about coming to work each day and feel fulfilled that 
you have truly helped your patients after each visit? It used to be that way, and it can be 
again. 
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