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R E C O M M E N D A T I O N

The Congress should increase Medicare payment rates for certified nurse-midwives to 85
percent of the physician fee schedule. The conversion factor for physician services should
be adjusted to make this change budget neutral.

*YES: 14 • NO: 0 • NOT VOTING: 0 • ABSENT: 3

*COMMISSIONERS’ VOTING
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The Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act of 2000 required 
t h e Medicare Payment Advisory Commission (MedPAC) to study the appropriateness of Medicare
payments for services provided by certified nurse-midwives (CNMs), nurse practitioners (NPs),

clinical nurse specialists (CNSs), and physician assistants (PAs). The Congress also directed the Commission
to examine the appropriateness of payments for orthopedic physician assistants (OPAs), taking into 
consideration requirements for their accreditation, training, and education. 

CNMs, NPs, CNSs, and PAs are health care practitioners who furnish many of the same health care services
traditionally provided by physicians, such as diagnosing illnesses, performing physical exams, ordering
and interpreting laboratory tests, establishing and carrying out treatment plans, suturing wounds, and
providing preventive health services (Sekscenski et al 1994). In many states, advanced practice nurses
(CNMs, NPs, and CNSs) are permitted to practice independently or in collaboration with a physician and
receive direct reimbursement for their services.1 PAs are salaried employees who by law must work under
the supervision of a physician. OPAs assist orthopedic physicians in their practice, including assisting at
s u rg e r y, but unlike the other nonphysician practitioners (NPPs) discussed in this report, they may not bill 
for Medicare services. (An appendix provides more detailed information about all these practitioners.) 

In contrast to physicians—who are paid 100 percent of the physician fee schedule rate with no diff e r e n t i a t i o n
by specialty—the payment rate for nonphysician practitioners who bill independently for their services 
d i ffers by the type of practitioner. NPs, CNSs, and PAs are paid at 85 percent of the physician fee schedule
and CNMs are paid at 65 percent of the physician fee schedule.2 These payment differentials have no specific
analytic foundation. When services provided by these nonphysician practitioners are billed as “incident to”
the professional services of a physician, physicians are paid the full fee schedule amount as though they 
p e r s o n a l l y performed the service. OPAs are not currently eligible for separate payment, and MedPAC has
been asked to assess whether they should be treated similarly to other nonphysician practitioners. 

M e d i c a r e ’s payment policies for nonphysician practitioners raise several issues. Should NPPs be paid 
less than physicians for the same service when they bill independently and, if so, what differential would
be appropriate? Should CNMs be paid at a lower rate than other NPPs for providing the same service?
Should physicians be paid the full fee schedule amount when billing Medicare for services provided by
NPPs even if they do not see patients during the visit?  

In addressing these questions, the Commission first asked whether physicians and NPPs produce the 
same product. In principle, Medicare should set its payment for a service equal to the cost that an eff i c i e n t
provider would incur in furnishing that service. If both physicians and NPPs provide the same service, then
the payment appropriate for the lowest cost provider—that is, the one who uses the least resources to 
provide the service—would be appropriate for all providers of the service.  

1 Certified registered nurse anesthetists are also considered advanced practice nurses but are not a part of this study.
2 The lower payment rate for CNMs results from their exclusion from the legislation that changed Medicare’s payment policies for the other

nonphysician practitioners. The Balanced Budget Act of 1997 removed restrictions on the geographic areas and settings in which NPs,
CNSs, and PAs could be reimbursed and raised limits on payment levels for these practitioners. The legislation did not affect payment
policies for CNMs. 
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In some cases, we can determine directly that physicians and NPPs provide different services. For example,
although both provide the full range of evaluation and management services, NPPs tend to provide more
of the lower complexity services.3 In addition, many specialty and surgical services are beyond the scope
of practice of individual NPPs, and thus are generally only provided by physicians. To the extent that 
d i fferences in resource costs are reflected in the relative values of the physician fee schedule, no additional
adjustment by type of provider is warranted.

In other cases, the imprecision of billing codes leaves open the question of whether the same service is
being provided. Physicians may see sicker patients, and also may be better prepared to diagnose and treat
patients with severe illness of an acute, chronic, or recurrent nature. Because we cannot directly observe
d i fferences in output within billing codes, we examine outcomes. The research on outcomes is limited,
h o w e v e r, because many studies have focused only on patient satisfaction and because studies on clinical
outcomes generally have not been able to control fully for differences in the complexity of patients. 

In addition, because of limitations in data on outcomes, we also look at input data, such as level of training.
It is difficult to know how differences in training relate to patient care, however. When we observe
physicians and NPPs billing for the same services, we cannot tell whether the physicians saw a sicker or
more complex patient (who may have been beyond the scope of practice of an individual NPP) or whether
the service could have been furnished by a nonphysician practitioner.  

In view of uncertainty about product differences, the Commission is reluctant to recommend changes 
to the current differential in payments between physicians and NPs, CNSs, and PAs until further study is
completed.  

At the same time, the Commission found no justification for paying CNMs less than other NPPs. A c c o r d i n g l y,
we recommend that payment rates for CNMs be increased to 85 percent of the physician fee schedule.
Because CNMs account for such a small share of Part B services, raising their payment to 85 percent of
the physician fee schedule in a budget-neutral manner would have a negligible impact on Part B payments
for physicians and other nonphysician practitioners.4

We also conclude that services provided by NPPs but billed as incident to a physician’s services should
continue to be paid at 100 percent of the physician fee schedule. Under this form of payment, care is 
provided by a team, with the nonphysician practitioner providing the direct patient care services and the
physician taking overall responsibility for the care of the patient. The Commission believes that this team
approach to care provides value that warrants payment at the full rate. 

F i n a l l y, though OPAs may provide valuable assistance to orthopedic surgeons, the Commission concluded
that OPAs should not be recognized for separate reimbursement because their training and licensing are
unlike those of other NPPs currently recognized for reimbursement.5

3 For the purpose of this discussion, lower complexity evaluation and management services require straightforward or low-complexity 
decision making.  

4 This change should be made budget neutral through an adjustment to the conversion factor, which is used to translate relative value units
in the physician fee schedule into dollar amounts.

5 For instance, there are no accredited training programs for OPAs currently operating and only three states provide licensure.  
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The balance of this report provides additional information regarding Medicare payments rates for services
provided by the various NPPs. The discussion begins with descriptive information about NPPs and Medicare
payment for their services. Next, it considers payment rates for services directly billed by NPPs and whether
services billed incident to physician services should be reimbursed at the NPP rate or the physician rate.
The final section of the report discusses whether OPAs should be permitted to bill separately for the services
they provide to Medicare patients.  

Nonphysician practitioners in the health care workforc e
NPPs represent a growing share of the health care provider workforce. The number of providers who are
certified and practicing more than doubled over the past decade, from about 60,000 in 1992 to 124,000 in
2000 (AAPA2001, Spratley et al 2000, Sekscenski et al 1994, Moses 1992). In contrast, the number of
active physicians grew 27 percent, to 772,000, over the same period (Cooper et al 2002). Currently, about
55,000 of these NPPs have Medicare provider numbers, which allow them to bill directly for Medicare
services (Non-Physician Practitioner News 2002). In 2000, they provided about 8.5 million separately
billed services to Medicare patients.  

Because physicians also may bill (under their own provider number) for services provided by NPPs in
their offices, information on the total number of services provided by NPPs is limited. According to one
analysis, about 25 percent of primary-care office-based physicians used NPs or PAs during the 1995-1999
period. When NPs or PAs were used, they saw patients for an average of 11 percent of visits and in almost
half of these visits the patient was not seen by a physician (Hooker and McCaig 2001). The use of NPs
and PAs is much higher in rural areas. One study, for example, showed that NPs and PAs were present at
37 percent of rural outpatient hospital visits compared with only 5 percent of urban visits (Anderson and
Hampton 1999). 

PAs must be supervised by a physician, but CNMs, NPs, and CNSs may practice independently if state
law allows. State regulation of CNMs, NPs, and PAs varies widely. Favorable practice environments are
strongly associated with a larger supply of these practitioners (McCaig et al 1998, Sekscenski et al 1994).

Training programs for NPPs typically last two years and require prior health care experience. Training for
CNMs, NPs, and CNSs is generally at the master’s level and requires a license as a registered nurse and
b a c h e l o r’s degree (generally a bachelor’s of science degree in nursing). PAtraining can be at the certificate,
a s s o c i a t e ’s, bachelor’s, or master’s level—although the majority of PAs have a bachelor’s degree before
entering a training program—and most programs require prior experience in health care or a related field. 

About 90 percent of NPs and 50 percent of PAs provide primary care (Hooker and McCaig 2001). CNMs
focus on childbearing, family planning, and gynecological care for well women, although they also may
assess and manage common acute episodic illnesses and care for newborns and infants up to one year of
age. The majority of CNSs specialize in clinical psychiatry-mental health nursing or medical-surg i c a l
nursing, but others specialize in pediatrics, gerontology, community health, and home-health nursing.   

Most services provided by NPPs are in the office setting, although NPs and CNSs provide substantial
shares of their services in nursing homes. PAs perform a substantial share of their services in hospitals.  
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M edicare payment for services provided by nonphysician practitioners depends on whether
the service is directly billed by the nonphysician practitioner under his or her own billing 
number or billed “incident to” under the physician’s billing number.  

Direct billing under the physician fee schedule
Before enactment of the Balanced Budget Act of 1997 (BBA), Medicare paid for services of nurse
practitioners (NPs) and clinical nurse specialists (CNSs) only when provided in rural settings, in 
nursing facilities, or when assisting at surg e r y. Services were paid at 75 percent of the physician fee
schedule amount when furnished in a hospital and at 85 percent of the fee schedule amount when 
furnished in other settings. Payments for assisting at surgery were 65 percent of the rates for physicians
who assist at surg e r y. Finally, payment for services provided in an urban nursing home was made to
the NP’s or CNS’s employer, rather than directly to the NP or CNS.  

Physician assistant (PA) services—when provided under the supervision of physicians—were 
covered in hospitals and nursing facilities and in physician offices in rural areas designated as health
professional shortage areas. Services also were covered when the PA acted as a first assistant at 
s u rg e r y. Payments were made to the employer at 65 percent of the physician fee for assisting at 
s u rg e r y, 75 percent of the physician fee for services provided in a hospital, and 85 percent of the
physician fee for services in other settings.  

The BBAexpanded payment for services provided by NPs, CNSs, and PAs by removing restrictions
on geographic areas and settings in which these providers could be paid by Medicare. The legislation
also increased the payment for these providers to a uniform 85 percent of the physician fee schedule.  

The BBA did not change payment policies for certified nurse-midwives (CNMs), who were not 
subject to the same geographic and setting restrictions as the other nonphysician practitioners.
Services of CNMs are paid at 65 percent of the physician fee schedule.  

Medicare also allows direct payment for some other nonphysician providers. Certified registered nurse
anesthetists receive payment at 100 percent of the physician fee if not medically directed, but 50 

(continued on next page )

M e d i c a r e  P ay me n t  t o  A d v an c e d  P r a c t i c e  N u r s e s  an d  P h y s i c i a n  A s s i s t a n t s  | J u ne  2 00 2   6

M e d i c a re payment for services of nonphysician practitioners 
Medicare pays for NPP services in one of three ways. First, NPPs may bill directly for their services under
the physician fee schedule.6 In this case, NPPs or their employers receive a percentage of the fee s c h e d u l e
payment. Second, services may be billed incident to physician services, in which case physicians bill for 
the services at 100 percent of the fee schedule payment, even though NPPs provided the services. Third, 
the services of NPPs may be included in the payment bundle for services provided in hospitals and skilled 
nursing facilities. The accompanying box provides additional detail on the first two payment paths.

6 NPs, CNSs, and CNMs also may reassign payment for their professional services to their employer. In this case the employer bills for the
services under the NPP’s billing number.

Payment for nonphysician practitioners
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Who may bill for what?
NPs and CNSs may bill for covered physician services that are within their legal scope of practice. Services
must be provided in collaboration with a physician as defined in jointly developed guidelines or other
mechanisms provided for by state law. Collaboration is an arrangement in which a practitioner works with
one or more physicians or other health care providers to deliver health care services within the scope of
the practitioner’s expertise. Collaboration is shown through written documentation of practitioners’ s c o p e
of practice and of the relationship between practitioners and physicians when issues arise that are outside
the practitioners’scope of practice. Collaborating physicians need not be present when services are furnished
nor make an independent evaluation of each patient seen. 

Services of CNMs are covered if they are within the scope of practice authorized by the state in which the
CNM practices. CNMs need not be supervised by a physician or associated with a physician or health care
provider for their services to be covered, although the majority work in collaboration with physicians or in
hospital-based practices. 

Payments for services provided by PAs are made to their employers. PAs must be supervised by a physician.
Although supervising physicians need not be present when PAs perform services, they must be available
for consultation either by telephone or by another effective, reliable means of communication.    

State scope-of-practice guidelines are very broad. Most contain only general statements about the 
responsibilities and education requirements of practitioners. Lists of allowed duties and services that 
are beyond practitioners’scope of practice are also not highly specific (OIG 2001, Cooper et al 1998).  
Most states permit NPs, PAs, and CNMs to perform physical exams and make diagnoses throughout the
range of diseases that fall within their training and expertise. They also are given broad latitude in ordering
and interpreting laboratory tests and X-ray films, performing venipunctures and immunizations, suturing
wounds, and doing some invasive procedures such as lumbar punctures and joint aspirations.  

percent if medically directed (in which case the anesthesiologist providing medical direction receives
the other 50 percent). Physical and occupational therapists and clinical psychologists are reimbursed 
at 100 percent of the physician fee schedule. Clinical social workers are reimbursed at 75 percent of
the physician fee schedule.  

Billing incident to a physician service
Services provided by NPs, CNSs, PAs, and CNMs are paid at 100 percent of the physician fee 
schedule if they are billed by the physician as incident to services in a physician’s office or clinic.
Incident to services must be provided by employees of a physician under the physician’s direct 
supervision. In addition, the physician must be in the office suite while the service is being provided
and be immediately available to provide assistance and direction. The physician also must have 
provided direct, personal professional services to initiate the course of treatment and must furnish 
subsequent services at a frequency consistent with active management of the course of treatment.
Incident to billing is not allowed for the first visit for a new patient or for subsequent visits that 
present a new problem.  In these cases, physicians must personally examine patients to bill for services
at the physician rate; otherwise, services are billed at the nonphysician practitioner rate. ■

Payment for nonphysician practitioners (continued)
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CNMs are permitted to care for normal pregnancies and perform normal deliveries in all states, to 
perform simple episiotomies and provide routine gynecological care in most states, and to provide care 
for complicated pregnancies in many states. 

State scope-of-practice guidelines also differ on prescribing rights. Almost all states allow NPs, CNMs,
and PAs to prescribe noncontrolled medications.7 About 80 percent of states also allow these NPPs to 
prescribe controlled substances, although some states limit the class of controlled substances that can be
prescribed. Most states require NPs, CNMs, or CNSs to have a collaboration agreement with a physician
before they can prescribe medications, although some states require physician supervision. Other states
give NPs, CNSs, and CNMs independent prescriptive authority, without any physician supervision or 
collaboration required. Supervising physicians must delegate prescribing authority to PAs.  

Should payment rates differ when services are provided 
by nonphysician practitioners instead of physicians?  
The physician fee schedule does not differentiate among specialties in the payments provided for particular
services, although payments for more complex services are higher to account for the additional time, eff o r t ,
skill, and stress that may be required to provide care. If payment rates adequately account for diff e r e n c e s
in resource costs among services, paying different amounts for services when they are provided by NPPs
may not be justified.  

Whether payment rates should differ between physicians and NPPs depends on whether they produce the
same product. The product can be characterized by the services provided, the locations in which they are
provided, and the patient outcomes that result. The inputs used to produce a service also may diff e r, and
this can affect the cost of the product. Inputs are the resources to provide the service: providers’ e d u c a t i o n
and training; practice expenses, including support staff, office space, supplies, and equipment; and 
professional liability insurance. These inputs, along with the time, effort, skill, and stress required to 
provide the service, are the components used in the physician fee schedule to determine payment rates.

Some of these factors may justify a payment difference while others may not. On the one hand, data on
the type of service, location of service, and outcomes provide evidence of many similarities between NPPs
and physicians. On the other hand, some argue that differences in the length and content of training
between NPPs and physicians support a payment differential. Consideration also should be given to 
d i fferences in rates for professional liability insurance between physicians and NPPs. Practice expenses,
h o w e v e r, may be the same regardless of who provides the service.  

Does the product vary by the type of practitioner?
To help assess whether physicians and nonphysician practitioners provide different products, MedPA C
examined Medicare data on the types and location of services provided by NPPs. We also reviewed
research on quality and patient outcomes and information on other payers. In general, NPPs provide more
evaluation and management (E&M) services that are slightly lower in complexity than physicians on 
average. Both provide a majority of their services in office based settings, although NPPs tend to provide 
a higher proportion of their services to patients in nursing facilities. Outcomes of care provided by NPPs
for equivalent patients have been shown to be comparable to those of physicians.

7 Prescriptive authority for CNSs is generally more limited than for other NPPs.  
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Evaluation and Complexity level of evaluation and
management services management services 

as a portion of
Practitioner all services Low Moderate High

Primary care physician 48% 55% 34% 11%
Nurse practitioner 57 57 35 9
Physician assistant 50 59 34 7

Obstetrician/gynecologist 45 58 32 10
Certified nurse-midwife 55 77 19 4

Psychiatrist 23 26 52 22
Clinical nurse specialist 32 35 44 22

Note: Primary care physician includes family practice and internal medicine. For evaluation and management services, low-complexity services were defined 
as those requiring straightforward or low-complexity decision making, moderate-complexity services were those defined as requiring a moderate level of
decision making, and high-complexity services were defined as those requiring a high level of decision making. Numbers may not add to 100 due to
rounding.

Source: MedPAC analysis of 2000 Part B physician/supplier procedure summary master file from the Centers for Medicare & Medicaid Services.
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Types of services 

CNMs, NPs, CNSs, and PAs directly billed for about 8.5 million services to Medicare beneficiaries in
2000. These services accounted for about 1 percent of the Part B services billed under the physician fee
schedule. The majority of services provided by NPs, PAs, and CNMs were for E&M services, which
include taking patient histories, examining patients, making medical decisions of different levels of 
c o m p l e x i t y, counseling patients, and coordinating care (Table 1). E&M services accounted for only about
one-third of the services provided by clinical nurse specialists.  

The complexity level of the E&M services provided by NPs and PAs tends to be slightly lower than that
of services provided by primary care physicians. For office-based E&M services, 84 percent of services
provided by NPs and CNSs and 86 percent of services provided by PAs were of low complexity, compared
with 76 percent of the services provided by primary care physicians. Across all settings in which E&M
services were provided, NPPs tended to provide a smaller share of high-complexity visits. For example, 
9 percent and 7 percent of E&M services provided by NPs and PAs, respectively, were rated as highly
complex, compared with 11 percent of services provided by primary care physicians (Table 1). In contrast,
CNSs provided a higher proportion of high-complexity E&M services, likely because more than half of
CNS visits are for evaluating and managing clinical psychiatric conditions. The complexity rating for
E&M services for CNSs is similar to that for psychiatrists. 

NPPs also provide other primary care diagnostic and treatment services. In addition, they provide some
noninvasive cardiovascular procedures (including electrocardiograms, stress tests, and electronic analysis
of pacemakers) and basic rehabilitation procedures (such as therapeutic exercise, massage therapy, electrical
stimulation, and ultrasound therapy).  

Evaluation and management services, level of complexity 
and share of services, by type of practitioner

TABLE 
1
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NPPs frequently draw blood for analysis and provide various injections, such as influenza vaccine, epoetin,
and morphine sulfate. They also order laboratory tests (such as urinalysis, prothrombin time, platelet counts,
and lipid panels) and radiologic procedures (such as chest X-rays, bone density scans, mammography
screening, and X-rays of different joints). The NPP interprets the test results and provides treatment 
protocols for the patient, although other office staff may actually collect the blood and urine samples, 
provide the injections, or administer the radiologic tests. 

A small portion of services provided by NPs and CNSs are minor surgical procedures, including various
levels of debridement, lesion removal, joint aspirations, and removal of impacted ear wax. PAs, and 
occasionally NPs and CNSs, also serve as first assistants at surg e r y, with the most common procedures
including cardiac bypass surgeries, joint replacements, and laminectomies. 8

CNMs directly billed for less than 9,000 services to Medicare beneficiaries in 2000. As with other 
NPPs, however, an unknown number of services they provided were likely billed as incident to care by 
a collaborating physician. Some of the most common services provided, besides E&M, include cervical
and vaginal cancer screening, Pap smears, and routine obstetrical care. 

Location of serv i c e s

The office setting is the most common location for services provided by most nonphysician practitioners
and physicians (Table 2). NPs and CNSs also provide a substantial share of their services to patients in
skilled nursing and custodial care facilities. These facilities account for 28 percent of services provided by
NPs and 39 percent of services provided by CNSs to Medicare patients, compared with less than 5 percent
of the services billed by primary care physicians. NPs and CNSs also provide a larger proportion of their
services to patients in the home (2 percent and 5 percent, respectively), compared with less than 1 percent
for physicians. 

8 More than 10 percent of the services billed by PAs were for assisting at surgery. PAs accounted for 27 percent of all assisting at surgery
claims and NPs and CNSs together accounted for less than 2 percent, while surgeons and obstetricians/gynecologists accounted for 62
percent.   

Skilled Other nursing 
nursing or extended 

Office Hospital facility care facility Home Other

Family practice physician 80% 14% 3% 2% 1% *
Internal medicine physician 70 25 3 1 1 1%
Nurse practitioner 59 9 17 11 2 2
Clinical nurse specialist 38 10 26 13 5 7
Physician assistant 55 31 7 5 1 1
Obstetrician/gynecologist 91 8 * * * *
Certified nurse-midwife 88 11 * * * *

Note: * less than 0.5 percent.

Source: Medicare analysis of 2000 Part B physician/supplier procedure summary master file from Centers for Medicare & Medicaid Services.

Location of services by type of practitioner
TABLE 

2
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In contrast, PAs provide about 31 percent of their services in hospitals (15 percent inpatient, 5 percent 
outpatient, and 11 percent emergency department), a much larger proportion than for primary care
physicians. They also provide about 11 percent of their services for Medicare patients in nursing or
extended care facilities and less than 1 percent of services in patients’ homes. 

Outcomes and quality

Several studies have shown comparable patient outcomes for the services provided by nonphysician 
practitioners and physicians (Mundinger et al 2000, Brown and Grimes 1993, Ryan 1993, O TA 1 9 8 6) .
Within their areas of competence, NPs, PAs, and CNMs generally provide care that is equivalent in quality
to the care provided by physicians for similar problems (OTA 1986). Physicians and nurse practitioners 
in ambulatory care settings who had the same authority, responsibilities, productivity, and administrative
requirements were shown to have comparable patient outcomes (Mundinger et al 2000). CNMs have 
been shown to have excellent birth outcomes with lower infant mortality and a smaller risk of delivering
low-birthweight babies, compared with physicians, after controlling for sociodemographic and medical
risk factors (MacDorman and Singh 1998).  

Nonphysician practitioners are undertaking many elements of care that previously were provided by
physicians. Overall, NPs and PAs provide primary care in a way that is similar to physician care. No 
d i fference was found, for instance, between NPPs and physicians in the average number of diagnostic 
or screening services, therapeutic and preventive services, or number of medications ordered or provided
(Hooker and McCaig 2001). Their involvement in care is generally cost effective and is met with a high
degree of patient satisfaction (Cooper 2001). Studies also have shown that NPs spend more time per visit
with patients and families than do physicians or PAs (Sullivan-Marx and Maislin 2000, Scheffler et al
1996). Finally, analysis suggests that NPs emphasize health promotion and provide more counseling to
patients (Mills et al 1998, OTA 1986).  

Other payers’ policies

Another method for judging Medicare policies is to consider how other payers, such as private insurers
and Medicaid, pay for services provided by NPPs. Here too, the evidence is ambiguous. Payment and 
coverage policies for private payers vary, and can even differ from contract to contract. Some plans 
reimburse nonphysician services at 100 percent of the amount paid for physician services, some follow
Medicare practices, and some do not cover the services of NPPs. A number of states have insurance 
mandates requiring direct reimbursement for NPPs—37 states have such mandates for CNMs, 29 have
them for NPs, and 11 have them for PAs (Powe 2002a, Cooper et al 1998). 

C u r r e n t l y, all state Medicaid programs cover medical services provided by NPs, CNMs, or PAs in their
f e e - f o r-service or managed care plans at either the same rate or a lower rate than that paid to physicians.
Payment for NPs ranges from a low of 60 percent of the physician fee in Arizona to 100 percent in at least
19 states (Pearson 2002). For CNMs, payments range from a low of 70 percent of the physician fee 
schedule in Illinois and New Jersey to 100 percent in 26 other states (ACNM 2001). Reimbursement rates
for PAs range from 75 percent of the physician fee in Kentucky and North Dakota to 100 percent 
in 32 states (AAPA 2000). Four states require a physician on site when a PA provides a service before
Medicaid will pay for that service (Powe 2002a). 
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Do inputs vary by the type of practitioner?
To help assess whether the inputs used by providers to deliver patient care differ depending on the type of
p r a c t i t i o n e r, MedPAC examined the education and training requirements (inputs to the work component),
practice expenses, and professional liability insurance of physicians and nonphysician providers.

Education and training  

The education and training of NPPs and physicians diff e r. The models of training are different, leading to
qualitative differences in both course content and clinical training for NPPs and physicians. The total
length of post-undergraduate education and training required by each profession also differs substantially. 

Advanced practice nurses are trained in medical/nursing or medical/public health models, with emphasis
on disease adaptation, health promotion, and prevention, as well as diagnosis and treatment of acute
episodic and chronic illnesses. The training of NPs generally is focused on caring for a specific population
(children, families, adults, or the elderly). CNM training focuses on women’s reproductive health and
infants, and CNS training focuses on specialty care (mental health, oncology, or critical care, for example).
PAs are trained in a medical/physician model that, like physician training, is disease centered, with emphasis
on the biological and pathological aspects of health assessment, diagnosis, and treatment. Both NPs and
PAs are trained as primary care providers. 

The length of training for NPPs is shorter than for physicians. Most advanced practice nurses are master’s
prepared and have bachelor’s degrees along with a few years of practice experience as registered nurses
(RNs) before they enter a training program.9 PA programs are typically two years long, but they range
from associate’s degree programs to master’s level, as well as certificate programs. Most programs require 
previous patient care experience before entering. In contrast, the average physician typically has a 
b a c h e l o r’s degree, four years of medical school, and a minimum of three years of residency training. 

In addition to these education requirements, to bill independently for Medicare services NPs, CNSs, and
CNMs must be licensed or authorized to practice as a registered professional nurse in their state and must
be certified in their respective advanced practice profession. PAs must have passed a national certifying
exam and also be licensed to practice in the state. 

Practice expenses 

Practice expenses are another major cost of providing clinical services. Whether provided by an NPP or a
physician, it is probably reasonable to assume that practice expenses for specific services are roughly the
same. Both NPPs and physicians likely use similar inputs—such as office space, supplies, equipment, and
clerical help—for most services. Because most NPPs are integrated into physician practices, however, it
would be virtually impossible to estimate any differences.  

One of the largest components of practice expense for physicians is salaries for nonphysician employees,
such as nurses and allied health personnel. Because NPPs tend to spend more time than physicians with
patients, NPPs may be substituting their own time for other health personnel, effectively lowering their
practice expense but raising the work component. 

9 Some NPs and CNMs were trained in post-RN certificate programs and thus do not have master’s degrees. As of 2003, Medicare will
require that NPs applying for a Medicare billing number for the first time be nationally certified and master’s prepared.  All but one
CNM program currently is at the master’s level. Medicare requires CNSs to be master’s prepared. 
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P rofessional liability insurance

Professional liability insurance is less costly in general for NPPs than for physicians, although diff e r e n t
types of NPPs face substantially different costs. In particular, CNMs face higher premiums because of their
role in caring for pregnant women—data from the American College of Nurse-Midwives show a more
than 10-fold difference in premium rates between CNMs and NPs. While CNMs’ premiums are lower than
those for obstetricians and gynecologists, midwives in mature practices have professional liability rates that
are similar to or even higher than rates for internists or family physicians and gynecologists who do not
practice obstetrics (Fennell 2002, Medical Liability Monitor 2001). 

In general, premiums for physician assistants are about 25 to 40 percent of those for physicians in the
same specialty (Powe 2002b). The lower liability insurance rates for NPs and PAs may partially reflect a
lower level of risk for the services they provide.

Conclusion
Given the design of Medicare’s payment system for physician services, we cannot assess the appropriateness
of the current 85 percent payment differential for NPs, PAs, and CNSs. A payment differential is appropriate
if NPPs and physicians are producing a different product. We cannot judge whether NPPs are producing
the same product as physicians, however. On the one hand, studies have shown comparable patient outcomes
for the services provided by NPPs and physicians, which argues against a differential. On the other hand,
the payment system’s billing codes are too imprecise to capture what may be subtle differences between
the services provided by the two types of practitioners. We conclude, therefore, that further study is 
necessary before the 85 percent payment differential is changed.

In contrast, payment rates for CNMs should be increased to be consistent with other nonphysician 
practitioners. There is no rationale for paying CNMs a lower rate than other nonphysician practitioners;
their education and training are similar to the other nonphysician practitioners and research studies show
quality and outcomes of care at least comparable to obstetricians and gynecologists (MacDorman and
Singh 1998, OTA 1986). CNMs also face much higher professional liability insurance costs than do other
NPPs, even higher than some physicians. So as to not increase total Medicare spending for Part B services,
the conversion factor should be adjusted after increasing payment rates for CNMs. The net impact of raising
CNMs payments to 85 percent of the physician fee schedule on the conversion factor would be trivial
because their share of Medicare Part B spending is very small. 

R E C O M M E N D A T I O N  

The Congress should increase Medicare payment rates for certified nurse-midwives to 85
p e rcent of the physician fee schedule. The conversion factor for physician services should
be adjusted to make this change budget neutral. 
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Reimbursement for services provided incident to physician care
Under incident to billing, the NPP provides the service, but the service is billed as though the physician
furnished it. This type of billing requires the physician to be in the office suite and to have previously 
seen the patient for the condition being treated. The physician also must demonstrate continuing active
participation in the management and course of treatment for a patient served by nonphysician employees.
The original intent of the incident to provision was to pay for services not traditionally performed by
physicians, services normally delegated by physicians, and services performed under the direct supervision
of physicians (OTA1986). As the role of NPPs has expanded, interpretation of this provision has widened 
to include the coverage of evaluation and management services (PPRC 1991). Implicit in incident to
billing is a team approach to care: NPPs provide the services but the physician assumes overall responsibility
for the care and should maintain an active role in caring for the patient. 

Paying NPPs 85 percent of the fee schedule amount when they bill Medicare directly, but 100 percent of the
amount when they bill incident to, raises the potential for inappropriate billing. Examples of such billing
include services provided by an NPP billed incident to when the supervising physician was not present 
in the office or when a patient presented with a new illness and the physician did not see the patient.
Notwithstanding this possibility, the Commission has concluded that services provided by NPPs that are
billed incident to should continue to be reimbursed at 100 percent of the physician fee schedule. The 
higher reimbursement physician practices receive when billing incident to for the services of qualified
nonphysician practitioners accounts for the team approach to care, including the continued responsibility
of the physician in caring for patients seen by NPPs. Better data are needed to improve our understanding
of the services for which incident to billing occurs, the frequency of such billing, and the appropriateness o f
payment rates.

Reimbursement for services provided by orthopedic physician assistants
C u r r e n t l y, orthopedic physician assistants are not eligible for separate reimbursement from Medicare. 
In the regulations that implemented the payment expansions mandated by the Balanced Budget Act of
1997 for PAs, NPs, and CNSs, the Health Care Financing Administration (now the Centers for Medicare
& Medicaid Services) proposed changing the qualifications for physician assistants to include OPAs, but
the agency withdrew its proposal after commenters noted that the training and scope of services for these
providers is not similar to that of physician assistants (HCFA 1998a, HCFA 1998b). The Congress asked
M e d PAC to study payment for OPAs and the Commission has concluded that they should not be permitted
to bill Medicare directly.

Within the practice of a supervising orthopedic surgeon, OPAs work with patients preoperatively, perform
p r e - s u rgical histories and physicals, provide patient education, and make sure that proper equipment 
is present at the time of surg e r y. They function as first assistants at surg e r y, follow patients in the 
postoperative hospital settings, and are involved in patients’ rehabilitation. OPAs also provide follow-up
care in the office setting. 

No programs currently exist to train OPAs. At one time as many as 10 programs were accredited by the
American Medical Association (AMA), but the A M A withdrew its accreditation for these schools in 
1974 after the American Academy of Orthopedic Surgeons withdrew its sponsorship because of a lack 
of manpower to support the accreditation process. This withdrawal of support came at a time when the
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A M A was developing and supporting training for general physician assistants. The last OPA p r o g r a m
closed in 1990, but individuals can still receive training to become certified OPAs by working with an
orthopedic surgeon for five years. 

To become certified, OPAs must pass a national certifying exam. This exam is offered to graduates of an
O PAprogram, a PAor NPprogram, and to those who show proof of five years of experience in orthopedics,
documented by a sponsoring orthopedic surgeon. Currently, only three states—California, New York, and
Tennessee—recognize OPAs to some extent in state licensing bodies. 

Medicare provides no separate payment for the services provided by OPAs. They are paid either by 
orthopedic surgeons (out of the physician fees) or hospitals (where the cost of OPA services is part of 
the inpatient or outpatient bundle). The lack of separate reimbursement has put OPAs at a competitive 
disadvantage relative to PAs in providing surgical first assistant services because OPA services are not 
separately reimbursed. In contrast, neither the physician nor the hospital has to incur these expenses for
first assistant services if a PAis the first assistant and receives separate payment. 

Orthopedic physician assistants should not be recognized for separate reimbursement. Other nonphysician
practitioners recognized for separate reimbursement must maintain some form of state licensure to be 
recognized by the program. Because OPAs are licensed in only three states, carriers cannot rely on state
licensing and regulatory agencies to maintain and enforce standards for these providers. ■
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U n k n o w n
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2 , 3 5 22

2 0 , 6 5 1

0

TA B L E
A - 1

$ 6 0 , 1 0 0

$ 6 4 , 9 0 0

$ 5 0 , 8 0 0

$ 6 8 , 8 0 0

Not available

Description of practice

Diagnose and treat common acute and chronic illnesses. They pro v i d e
diagnostic services (history taking, physical assessment, ord e r i n g
tests), therapeutic management (outlining care, providing p re s c r i p t i o n s ,
c o o rdinating consultations and re f e rrals), and health promotion activities.
NPs have independent practice authority in 21 states. 

P rovide a range of health care services for women and newborn s .
They provide diagnostic services (history taking, physical assessment,
o rdering tests), therapeutic management (outlining care, pro v i d i n g
p rescriptions, coordinating consultations and re f e rrals), and health
p romotion and risk reduction activities. Most CNMs focus on 
childbearing, family planning, and gynecological care. Most states
re q u i re CNMs to maintain a relationship with an obstetrician. 

Train in specific specialties, such as mental health, critical care ,
o n c o l o g y, and card i o l o g y. They divide their time among five are a s —
clinical practice, teaching, re s e a rch, consulting, and management.
CNSs have independent practice authority in 20 states. 

Practice medicine under the direction and supervision of a doctor 
of medicine or osteopathy. PAs make clinical decisions and pro v i d e
a range of diagnostic, therapeutic, preventive, and health maintenance
s e rvices. PAs’ clinical role includes primary and specialty care in
medical and surgical practice settings. About half of PAs are in primary
c a re practice.

Assist orthopedic surgeons by assisting at surg e ry, perf o rming 
p re - s u rgical physicals, and providing post-surgical care and 
re h a b i l i t a t i o n .

Number of pro v i d e r s

C ha ra c t e r i s t i c s  o f  n o n p hy s i c i a n  p ro v i d e r s

N o t e s : CNM (certified nurse-midwife), CNS (clinical nurse specialist), NP (nurse practitioner), PA (physician assistant), OPA (orthopedic physician assistant), 
RN (re g i s t e red nurse).
1 11,579 of the nurse practitioners are classified as both nurse practitioners and clinical nurse specialists.
2 Many clinical nurse specialists are also recognized as nurse practitioners and may participate in Medicare as nurse practitioners rather than CNSs.
3 Education re q u i red for providers to be eligible to sit for their national certification examination.
4 The last program closed in 1990.
5   Medicare program re q u i rements are generally more stringent than the minimum re q u i red for state licensure as a nonphysician pro v i d e r.

C e rtified & 
practicing 

w / M e d i c a re     
b i l l i n g n u m b e r s

Average 
e a rn i n g s

white report #2 6/2002  1/1/04  1:10 PM  Page 20



2 1M e d i c a r e  P a y m e n t  t o  Ad va n c e d  P r a c t i c e  N u r s e s  an d  P hy s i c i a n  A s s i s t a n t s  | J u ne  2 0 0 2  

E d u c a t i o n3

Most NPs complete a two-year
m a s t e r ’s level program. Almost 
all NP programs re q u i re an RN
license and a bachelor’s degre e .
The Commission on Collegiate
Nursing Education and National
League for Nurse Accre d i t i n g
Commission together accredit
325 programs.

CNMs train in graduate pro g r a m s
in schools of nursing, public
health, and medicine. The
American Colleges of Nurse-
Midwives Division of Accre d i t a t i o n
recognizes 47 pro g r a m s .

CNSs receive master’s level 
training (with a minimum of 500
hours of clinical education) in 
one of 184 programs accredited 
by the Commission on Collegiate
Nursing Education or the
National League for Nurse
A c c rediting Commission. RN
l i c e n s u re is a pre re q u i s i t e .

PA training can be at the cert i f i c a t e ,
a s s o c i a t e ’s, bachelor’s, or master’s
level, with most programs lasting
two years. Students typically 
have four years of health care
e x p e r i e n c e b e f o re entering. PA s
train as generalists in medicine 
with emphasis on primary care in
one of 129 programs accre d i t e d
by the Accreditation Review
Commission on Education for
Physician Assistants.

No educational programs 
c u rrently exist.4

To sit for the certifying exam,
O PAs must have worked with 
an orthopedic physician for five
years who attests to their training.

C e rt i f i c a t i o n

M e d i c a re recognizes five national
c e rtification bodies that off e r
exams in specialty areas such as
family nurse practitioner, a d u l t
nurse practitioner, and geriatric
nurse practitioner. Recert i f i c a t i o n
re q u i red every five years thro u g h
continuing education credits or by
sitting for the national cert i f i c a t i o n
exam for their specialty. 

American Colleges of Nurse-
Midwives Certification Council
p rovides certification. CNMs 
first certified after 1995 must 
be re c e rtified every eight years. 

American Nurse Cre d e n t i a l
Center and the American
Association of Critical Care
Nurses Credentialing Corporation
p rovide certification that lasts five
years. Other organizations cert i f y
CNSs as advanced practice 
nurses in selected specialties. 

The National Commission on
C e rtification of Physician Assistants
c e rtifies PAs. To remain cert i f i e d ,
PAs must complete 100 hours
of continuing medical education
e v e ry two years and pass a
re c e rtification exam every six
y e a r s .

The Professional Te s t i n g
Corporation for the National
B o a rd for Certification of
O rthopedic Physician Assistants
administers a national cert i f i c a t i o n
exam. Certification lasts for 
four years.

L i c e n s u re5

Recognized as RNs in all states,
with secondary recognition as
NPs. Regulated through state
b o a rds of nursing, or jointly with
b o a rds of medicine.

Recognized as RNs in all states,
with secondary recognition as
CNMs in some states. Regulated
t h rough state boards of nursing,
medicine, or both.

Separately licensed or re c o g n i z e d
in most states. Eight states limit
recognition to CNSs in psychiatric
and mental health care practices.

Must have completed appro v e d
PA training program and passed
national certification exam.

Only Tennessee, California, and
New York have practice guidelines
or some form of recognition of
O PA s .

P rescriptive privileges 

P rescribing authority in 49 states;
40 allow prescribing of some
c o n t rolled substances. 15 states
grant independent pre s c r i p t i v e
a u t h o r i t y.

P rescribing authority in 48 states;
38 allow prescribing of some
c o n t rolled substances.

M o re limited than other advanced
practice nurses, 33 states grant
some prescribing rights to CNSs.

P rescribing authority in 47 states;
40 allow prescribing of some
c o n t rolled substances.

None. 

Nonphysician providers: training and licensure

S o u rc e s : Non-Physician Practitioner News 2002, Pearson 2002, Spratley et al 2002, American College of Nurse-Midwives 2001, Cooper 2001, American Academy
of Physician Assistants 2000, Cooper et al 1998.   
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Nurse practitioner

C e rtified 
n u r s e - m i d w i f e

Clinical 
nurse specialist

Physician assistant

O rthopedic 
physician assistant

TA B L E
A - 2

Source of payment Medicare

Pays 85 percent of physician
fee schedule, 100 percent 
if billed incident to in a 
physician office or clinic.

Pays 65 percent of physician
fee schedule, 100 percent if
billed incident to in a 
physician office or clinic.

Pays 85 percent of physician
fee schedule, 100 percent 
if billed incident to in a 
physician office or clinic.

Pays 85 percent of physician
fee schedule, 100 percent 
if billed incident to in a 
physician office or clinic.

No separate payments to OPA s .
Physicians may bill incident to
for some services provided i n
o ffices or clinics. No payment
for assistant at surgery.

Medicaid

Pays in all states, ranging from 
60 percent of the  physician
fee schedule to 100 percent in
19 states.

Pays in all states, ranging from 
70 percent of the physicians
fee schedule to 100 percent in 
26 states.

Pays in 36 states. CNSs treated
as RNs in 15 states and not 
eligible for reimbursement.

Pays in all states, ranging 
from 75 percent of physician
fee schedule to 100 percent 
in 30 states.

Not available.

TRICARE/CHAMPUS

Follows Medicare rules.

Follows Medicare rules.

CHAMPUS pays only for 
psychiatric CNSs.

85 percent of physician fee
schedule; first assistant is 
reimbursed at 65 percent.

Not available.
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Notes: CHAMPUS (Civilian Health and Medical Program of the Uniformed Services), CNM (certified nurse-midwife), CNS (clinical nurse specialist), 
NP (nurse practitioner), PA (physician assistant), OPA (orthopedic physician assistant). TRICARE is not an acronym; we present the name in all 
capital letters because it appears this way in statute.

S o u rc e s : Non-Physician Practitioner News 2002, Pearson 2002, Spratley et al 2002, American College of Nurse-Midwives 2001, Cooper 2001, American
Academy of Physician Assistants 2000, Cooper et al 1998.   
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Nonphysician providers: payment for services

Private payers

Varies. 
Some states mandate payment at physician rate. 
Some payments made to the physician or employer.

29 states require insurers to reimburse directly.

Varies. 
Some states mandate payment at physician rate. 
Some payments made to the physician or employer.

37 states require insurers to reimburse directly.

Varies. 
Some states mandate payment at physician rate. 
Some payments made to the physician or employer.

No states require direct reimbursement.

Varies.  
Some states mandate payment at physician rate. 
Some payments made to the physician or employer.

11 states require insurers to reimburse directly.

Not available.

Medicare supervision requirements

Supervision requirements defer to state law for advance practice
nurses. NPs must collaborate with a physician, meaning that the
“NP works with a physician to deliver health care services within the
scope of the practitioner’s professional expertise, with medical dire c t i o n
and appropriate supervision as provided in jointly developed 
guidelines or other mechanism as defined by the law of the State in
which the services are perf o rmed.”  

Supervision requirements defer to state law for advance practice
nurses. CNMs may practice independently, but most states require
some form of collaboration. 

Supervision requirements defer to state law for advance practice
nurses. CNSs must collaborate with a physician, meaning that the
CNS “works with a physician to deliver health care services within
the scope of the practitioner’s professional expertise, with medical
d i re c t i o n and appropriate supervision as provided in jointly 
developed guidelines or other mechanism as defined by the law of
the State in which the services are perf o rmed.” 

PAs are required to have physician supervision.

Supervised by orthopedic physician.
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Commissioners’ voting 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Commissioners’ voting 

In the Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act of 2000 (BIPA), the
Congress required MedPAC to call for individual Commissioner votes on each recommendation, and to
document the voting record in its report. The information below satisfies that mandate.

R e c o m m e n d a t i o n
The Congress should increase Medicare payment rates for certified nurse-midwives to 85 percent of the
physician fee schedule. The conversion factor for physician services should be adjusted to make this
change budget neutral.  

Ye s : Braun, DeBusk, Feezor, Hackbarth, Loop, Muller, Nelson, Newhouse, Newport, Raphael, 
R e i s c h a u e r, Smith, Stowers, Wa k e f i e l d

Absent:  Burke, Rosenblatt, Rowe 
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More about MedPAC
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Term expired April 2002

Beatrice S. Braun, M.D.
A A R P B o a rd of Dire c t o r s
Spring Hill, FL

Floyd D. Loop, M.D.
The Cleveland Clinic Foundation
Cleveland, OH

Janet G. Newport
P a c i f i C a re Health Systems
Santa Ana, CA

C a rol Raphael
Visiting Nurse Service of New Yo r k
New York, NY

M a ry K. Wakefield, Ph.D., 
R.N., F. A . A . N .
Center for Rural Health
University of North Dakota
Grand Forks, ND

Term expires April 2003

A u t ry O.V. “Pete” DeBusk
D e R o y a l
Powell, T N

Glenn M. Hackbarth, J.D.

Alan R. Nelson, M.D.
American College of Physicians-
American Society of Internal Medicine
Washington, DC

R o b e rt D. Reischauer, Ph.D.

David A. Smith
A F L - C I O
Washington, DC

Ray E. Stowers, D.O.
Oklahoma State University College of
Osteopathic Medicine
Tulsa, OK

Term expires April 2004

Sheila P. Burke, M.P. A . ,
R.N., F. A . A . N .
Smithsonian Institution
Washington, DC

Allen D. Feezor
California Public Employees’
R e t i rement System
Sacramento, CA

Ralph W. Muller
University of Chicago 
Hospitals and Health Systems
Chicago, IL

Joseph P. Newhouse, Ph.D.
H a rv a rd University
Boston, MA

Alice Rosenblatt, F.S.A., M.A.A.A.
WellPoint Health Networks
Thousand Oaks, CA

John W. Rowe, M.D.
Aetna Inc.
Hartford, CT

Commission members

Glenn M. Hackbarth, J.D., Chairm a n
Independent consultant
Bend, OR

R o b e rt D. Reischauer, Ph.D., Vice chairm a n
The Urban Institute
Washington, DC
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R e s e a rch dire c t o r s

Jack A s h b y, M.H.A.

Jill Bernstein, Ph.D.

Scott Harrison, Ph.D.

Kevin J. Hayes, Ph.D.

Sally Kaplan, Ph.D.

Karen Milgate, M.P. P.

Julian H. Pettengill, M.A.

Nancy Ray, M.S.

A n a l y s t s

Sharon Bee Cheng, M.S.

David V. Glass, M.S.

Timothy F. Greene, M.B.A.

Craig K. Lisk, M.S.

Marian Lowe

Anne Mutti, M.P. A .

Susanne Seagrave, Ph.D.

Mae T h a m e r, Ph.D.

Ariel Wi n t e r, M.P. P.

Chantal Worzala, Ph.D.

Daniel Zabinski, Ph.D.

Administrative staff

Reda H. Broadnax, B.S.

Wylene Carlyle

Diane E. Ellison

Plinie (Ann) Johnson

Cheron McCrae

Rachel Vallieres, B.A.

Cynthia Wi l s o n

Commission staff

M u rray N. Ross, Ph.D.
Executive dire c t o r

Lu Zawistowich, Sc.D.
Deputy dire c t o r

Jennifer Jenson, M.P.H., M.P. P.
Special assistant to the executive dire c t o r

Helaine I. Fingold, J.D.
General counsel
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