
Are physician fee payments primar-
ily responsible for rising healthcare 
costs in the United States? That 
was what media outlets inferred 
from an article that appeared in 
the September 2011 edition of the 
journal Health Affairs. In a time of 
budget balancing and deficit reduc-
tion, such a conclusion could result 
in targeting physician fees as a way 
to control costs. 

Although the study was titled 
“Higher Fees Paid to U.S. Physi-
cians Drive Higher Spending For 
Physician Services Compared to 
Other Countries,” indicating a 
much more limited effect, media 
reports quickly extrapolated the 
authors’ narrow statement to the 
broader question of total health-
care spending. 

Authors Miriam J. Laugesen and 
Sherry A. Glied compared physi-
cian fees across six economically 
developed countries and concluded 
that physician fees are primarily 
responsible for rising costs in phy-
sician services. Their analysis com-
pared public and private fees paid 
to physicians in the United States 
for a typical established-patient 
visit (CPT code 99213) and for a 
total hip replacement (CPT code 
27130) with public and private 
fees paid for these services in the 
United Kingdom, France, Germany, 
Australia, and Canada.  

On average, the authors found 
that fees for a typical patient office 
visit were 21 percent (public pay-
ers) to 41 percent (private payers) 
higher in the United States com-
pared to the other countries stud-
ied. For total hip replacement, aver-
age fees paid in the United States 
were 41 percent (public payers) to 
54 percent (private payers) higher 
than in the other five countries. 

The authors also looked at the 
difference in average physician 
income across the six countries, 
the difference in the number of 
physicians per capita, and the aver-
age volume of the services under 
review. On average, they reported, 
primary care physicians in the U.S. 
earn approximately 35 percent 
more than primary care physicians 
in the other countries, and U.S. 
orthopaedic surgeons earn ap-
proximately 52 percent more than 
orthopaedic surgeons in the other 
five countries.  

Although the average number of 
primary care physicians per capita 
in the United States is comparable 

to the density of primary care phy-
sicians in the other countries, the 
number of orthopaedic surgeons in 
the United States per capita is con-
siderably higher (approximately  
45 percent) than in the other  
countries.  

Interestingly, the volume of 
services provided for these two 
services across the six countries 
did not correlate with either physi-
cian fees or the number of physi-
cians per capita. In fact, on a per 
capita basis, the United States had 
a considerably lower volume of 
established patient visits than other 
countries. The number of total 
hip replacements per capita in the 
United States was about average. 

That got attention!
Within 2 days of publication, 
several media outlets had run sto-
ries that seemed to link physician 
fee payments to total healthcare 
spending. In reality, physician fees 
and physician services together 
account for only about one third 
of total U.S. healthcare spending. 
Physician fees are about 12 percent 
of total healthcare spending, while 
physician services account for  
21 percent of total healthcare 
spending (Fig. 1).

The Wall Street Journal, The 
New York Times, MSNBC, Na-

tional Public Radio, Medscape, 
Modern Healthcare, and Ameri-
can Medical News were among 
the national media outlets that 
ran stories. With headline such as 
“Doctors’ Fees Major Factor in 
Health Costs” and “To Control 
Health Care Costs, Put Docs on a 
Different Pay Scale,” media outlets 
seemed to blame physicians for the 
current healthcare financial crisis.

Both the American Academy of 
Family Physicians (AAFP) and the 
AAOS mounted rebuttals to the 
charges. AAFP President Roland 
Goertz, MD, MBA, noted that the 
study’s conclusion “completely 
ignores the systematic flaws that 
increase costs.” The AAOS re-
sponse recognized the seriousness 
of the problem while stressing the 
relatively small percentage of the 
total healthcare dollar that goes to 
physician services. R. Dale Blasier, 
MD, a member of the AAOS Cod-
ing, Coverage, and Reimbursement 
Committee, noted that the authors’ 
choice of an orthopaedic procedure 
wasn’t based on a bias against or-
thopaedic surgeons. 

“The article was about physi-
cian fees in general and just hap-
pened to pick an orthopaedic 
procedure,” pointed out Dr. Blasier. 
“It could have just as easily been a 
cardiology procedure or a derma-
tology procedure; the differences 

across the countries in the study 
would be largely the same.”

In his response to the article, 
AAOS President Daniel J. Berry, 
MD, focused on the commitment 
by the AAOS and the orthopaedic 
community to continuously im-
prove quality, reduce costs, and 
add value to medical care.  
Dr. Berry also emphasized the 
value that total hip replacement 
has for patients. “The Health 
Affairs article focused solely on 
payment rates, without even con-
sidering the surgery itself. Total 
hip replacement is one of the most 
cost-effective procedures we have 
for returning patients to a highly 
productive and satisfying life.”  

The AAOS letter to The Wall 
Street Journal was published on the 
homepage of the AAOS website. 
AAOS Medical Director, William 
R. Martin III, MD, brought togeth-
er members drawn from the AAOS 
Health Care Systems Committee, 
the AAOS Coding, Coverage, and 
Reimbursement Committee, the 
AAOS Council on Advocacy, and 
the AAOS Board of Directors, as 
well as healthcare economic con-
sultants, to provide both specific 
and general perspectives to guide 
the various AAOS responses. Based 
on the input from this group of 
experts, the AAOS has developed a 
more technical response to Health 
Affairs that will be published in the 
November edition of the journal. 

“The problem with the Health 
Affairs article and our current pay-
ment system in general,” said Peter 
J. Mandell, MD, chair of the AAOS 
Council on Advocacy, “is that the 
focus is entirely on the cost of the 
procedure and not on the benefits 
a specific procedure provides or the 
value it delivers.”

What the data really say
In reviewing the article, the AAOS 
workgroup recognized that the 
authors made some valid points 
regarding differences in healthcare 
spending between the United States 
and other developed countries. But 
they also had several concerns. The 
authors’ conclusion that the overall 
variation in healthcare spending 
for physician services is driven 
primarily by the difference in phy-
sician fees, for example, is simply 
not supported by the data. 
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Fig. 1 Medicare benefit payments in 2010 totaled $524 billion. The largest 
category of Medicare benefit payments in 2010 was inpatient hospital ser-
vices (27 percent), while payments to physicians accounted for 13 percent of 
Medicare benefit payments.  
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