
For nearly three decades, Medicare 

payment rates for anesthesia services 

have been inequal and inadequate, 

hovering around 33% of average 
commercial payor rates. This is far 

lower than payment rates for other 

specialties, which average 80%  

of commercial payor rates.

Anesthesiology’s  
33% Problem

The 33% Problem: 

History, Status, and Next Steps

Hsiao’s analysis 
considered only  
3 anesthesia services, 
versus 12-15 services 
considered for other 
specialties. 
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Hsiao’s 3 missteps:

-29%
In a shift away from “usual, customary, and reasonable” 

Medicare payment rates (UCR), the Resource-based  

Relative Value Scale (RBRVS) was designed by  

William C. Hsiao, Ph.D., in an effort to regularize program 

costs. Due to calculation errors, the shift resulted in  

a 29% decrease in Medicare payments for anesthesia.

Using the RBRVS’s five-year fee schedule review process, ASA presented an analysis 

conducted by Abt Associates that expanded on Hsiao’s work by increasing the linkages 

between specialties and surveying an additional 12 anesthesia services, which were 

valued by a multispecialty panel. Ultimately, the AMA/Specialty Society Relative 

Value Scale Update Committee (RUC) approved an insufficient 16% increase  

in payments. 
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How we got here:

These 15 services represented  
less than half of the total anesthesia 

payments under CMS at that time.

1992  
3 services  
included

1995  
12 services  
were added

The ASA Committee on Economics developed the 

building block analysis, centered around six lines 

of evidence, to serve as a new payment model by 

correlating all perioperative anesthesia activities  

to the Medicare Physician Fee Schedule (MPFS)  

for other specialties to demonstrate payment 

shortfalls. Although the ASA proposed a 28% 

increase, RUC decided on a meager 1.6% 

increase.

The Regression Model focused on 

post-induction work intensity. Using 

a regression analysis, the ASA probed 

whether the 19 codes employed in 2000 

could be properly used to calculate the 

other 252 anesthesia codes and argued 

that the entire range of anesthesia 

codes were too low relative to other 

specialties. The RUC approved ASA’s 

proposed 23% increase. 

Increases gained through the five-year review process, which no longer exists, 

represent real progress. Unfortunately, they were applied to an inaccurately low 

starting point and they have not kept pace with inflation. 

Today, the undervaluation  

of anesthesia care continues  

to be problematic. In 2020, 

Medicare paid just 27% of 

commercial payor rates.  

Market considerations, such  

as the aging population and  

the possibility of health care 

reform, threaten to increase  

the percentage of the population 

covered by Medicare, potentially 

worsening the ongoing problem.

2000:

2005:

54% of  
Medicare 

Billing

The building block analysis  
included a survey of  
85 practicing anesthesiologists 
regarding 13 high-volume codes 
covering 54% of Medicare billing.

The Regression  
Model showed  
a 33% weighted 
average 
undervaluation 
of anesthesia work 
compared to the then-
current RUC values.

RUC 
values

Anesthesia 
work

33% 
less

History At-a-Glance:

Prior to  
1992  
Medicare 
rates based on 
customary, 
prevailing, and  
reasonable model

1992   
Shift to RBRVS  
led to 29%  
decrease in  
payment rates

1995   
The Abt Study of 
Anesthesiology 
Work Relative 
Values led to a 
16% increase

2000  
The Building 
Block Analysis 
led to a 1.6% 
increase

2005    
The Regression 
Model led to a 
23% increase

Where we’re at now:

Medicare
Anesthesia CF 

1991 CF as Adjusted
by CPI for Inflation*

1992

$13.68

$19.85

1996

$15.28

$22.20

2000

$17.77

$24.36

2004

$17.50

$26.73

2008

$19.97

$30.46

2012

$21.41

$32.48

2016

$21.99

$33.96

2020

$22.20

$36.77

Comparison of Medicare and Commercial Conversion Factors (CF)

Accounting for inflation, the 2021 Medicare anesthesia 

conversion factor would need to be $36.77 to be 

equivalent to the 1991 rate. It’s currently $21.56.
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To learn more about ASA’s initiatives  
to secure your economic future, visit  
asahq.org/payment

ASA will continue to advocate for our members,  

with a focus on compensation, until anesthesia care  

is fairly valued. To successfully address Medicare’s  

continued undervaluation of anesthesia care, a working group  

within ASA’s Committee on Economics has proposed four potential actions:

Looking forward:
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Appropriate payment levels are necessary to sustain anesthesiologists’ practices.

Repeat the original study with a broader base of cross linkages to allow  

for a better comparison with other specialties.

Update the building block approach to recognize how the practice  

of anesthesiology has evolved since the original study and subsequent reviews.

Quantify the gap between Medicare rates and commercial payments over time, 

while highlighting how this has impacted anesthesiology more than other services 

that are paid by the RBRVS system.

Adjust the formula for calculating anesthesia payments, so it better aligns with 

the system used for other specialties. This could be accomplished by creating 

fractional base units, eliminating the anesthesia time component, or incorporating 

anesthesia services into RBRVS.

Hsiao struggled with the 
inclusion of time units—
something ASA had 
advocated to preserve—
which ultimately diluted 
anesthesia payments.

Anesthesia’s base 
unit values were more 
dependent on the work 
component than other 
specialties, leading 
to greater risk of 
adjustments.

https://www.asahq.org/payment

