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ABSTRACT Nurse practitioners (NPs) and physician assistants (PAs)
represent a growing share of the health care workforce, but much of the
care they provide cannot be observed in claims data because of indirect
(or “incident to”) billing, a practice in which visits provided by an NP or
PA are billed by a supervising physician. If NPs and PAs bill directly for a
visit, Medicare and many private payers pay 85 percent of what is paid to

a physician for the same service. Some policy makers have proposed
eliminating indirect billing, but the possible impact of such a change is
unknown. Using a novel approach that relies on prescriptions to identify
indirectly billed visits, we estimated that the number of all NP or PA
visits in fee-for-service Medicare data billed indirectly was 10.9 million in
2010 and 30.6 million in 2018. Indirect billing was more common in
states with laws restricting NPs’ scope of practice. Eliminating indirect
billing would have saved Medicare roughly $194 million in 2018, with the
greatest decrease in revenue seen among smaller primary care practices,
which are more likely to use this form of billing.

here are growing numbers of nurse

practitioners (NPs) and physician

assistants (PAs) in the United

States.! The number of NPs in-

creased from 91,000 in 2010 to
325,000 in 2021,%* whereas the number of PAs
increased from approximately 75,000 to 149,000
those same years.*® Prior research has found that
the quality and cost of care provided by NPs and
PAs is often comparable to those of care provided
by physicians.®® These findings, coupled with
concerns about physician shortages, have led
some policy makers to advocate for greater use
of NPs or PAs in the future.?

However, how much and what types of care
NPs and PAs provide to Americans is unknown
because of the practice of indirect (or “incident
to”) billing. Indirect billing was originally imple-
mented to offset the costs for physicians of su-
pervising NPs and PAs caring for Medicare ben-

eficiaries.”® If an NP or PA directly bills for a visit,
then Medicare and many private payers" pay
85 percent of what they pay a physician for the
same service.”” Under indirect billing, an NP or
PA independently evaluates and treats the pa-
tient, but the bill is submitted under the super-
vising physician.' The payment for such a visit is
100 percent of what is paid to a physician for the
same service."” Under Medicare policy, there are
some limitations on the use of indirect billing. It
is to be used only after the initial physician rela-
tionship has been established, and a physician
must be on the premises and available to assist
the NP or PA. This supervising physician is not
required to be the physician who performed the
initial visit and can be trained in any specialty.”

The use of indirect billing has made it difficult
to characterize the extent of NP and PA care in
the US health care system.Within administrative
claims data, a claim for a visit indirectly billed by
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a supervising physician but provided by an NP or
PA is indistinguishable from a claim for an inde-
pendent visit with the supervising physician.'
The Medicare Payment Advisory Commission
(MedPAC) has called for the elimination of indi-
rect billing because it prevents policy makers
from assessing the care delivered by NPs and
PAs and increases the costs of the Medicare pro-
gram."”? However, the potential impacts of this
policy recommendation are hard to assess be-
cause itis unclear how frequently indirect billing
is used and which practices would be most affect-
ed by such a change.

There has been limited prior work quantifying
rates of indirect billing. In a 2012 survey, 29 per-
cent of primary care NPs reported that all of their
care was indirectly billed, whereas 24 percent
indicated that some of their care was indirectly
billed.”® Another study using electronic health
record data reported that in 2017, 51 percent
of primary care visits rendered by an NP were
billed indirectly." MedPAC has estimated that in
2016, 43 percent of NP office visits and 31 percent
of PA office visits were likely billed indirectly.”
None of these studies examined changes over
time in indirect billing, and they largely focused
on primary care visits; thus, we cannot estimate
the future cost of indirect billing to Medicare.

To fill these gaps in knowledge, we used a
novel approach to identify indirect billing. We
took advantage of the fact that during an indi-
rectly billed NP or PA visit in which a prescrip-
tion is written, the NP or PA writes the prescrip-
tion (which is observable in the data as distinct
from the visit) even though the physician bills for
the visit itself. Thus, we identified NP- and PA-
provided care by associating NPs’ and PAs’ pre-
scriptions with their indirectly billed office vis-
its, enabling us to estimate the frequency and
cost of indirect billing. We also examined which
practices predominantly use indirect billing and
therefore would lose revenue if the practice were
eliminated. We focused on the Medicare fee-for-
service population, given that Medicare is the
largest payer for health care in the US' and that
any policy change in Medicare would likely spill
over to the privately insured population.

In this article we describe variation in indirect
billing by state NP scope-of-practice laws. Al-
though indirect billing is a national policy, scope
of practice is regulated by states and determines
an NP’s ability to practice and prescribe medica-
tions with or without physician collaboration or
supervision. Unlike PA state scope-of-practice
laws, which are generally consistent across
states,” there is both considerable variation in
NP scope-of-practice laws across states and con-
siderable debate about expanding them. In a
state with restricted scope-of-practice laws, a su-
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pervising physician might have to be on site re-
gardless of indirect billing rules. We hypothe-
sized that states with restricted NP scope-of-
practice laws would have higher rates of indirect
billing, as NPs in those states would be less able
to deliver care without the supervision of a phy-
sician compared with NPs working in states with
full scope-of-practice laws.

Study Data And Methods

oveRVIEW Our approach based on Medicare Part
D and carrier visits relied on the key inference
that prescriptions can signal who directly cared
for the patient. Not all visits result in a prescrip-
tion, so our analysis was limited to visits that
resulted in a prescription. When an NP or PA
writes a prescription, the prescription is re-
corded under their National Provider Identifier
(NPI). If the claim for the outpatient visit in
connection with which the prescription was writ-
ten was recorded under the physician’s NPI, we
assumed that the visit was indirectly billed. Con-
versely, during a visit billed directly by an NP or
PA that involved a prescription, both the pre-
scription and the claim for the outpatient visit
were under the NP’s or PA’s NPI. Exploiting this
inference using claims data enabled us to mea-
sure population-level indirect billing in the
Medicare program, and thereby the nature of
care provided by all NPs and PAs.

The focus of this analysis was on visits, indi-
rectly or directly billed, that were independently
provided by the NP or PA.We assumed that visits
in which the physician and NP or PA both physi-
cally saw the patient resulted in both the pre-
scription and the visit under the physician’s
NPI. Further, although our method focused on
NP and PA visits that resulted in a prescription,
we extrapolated these estimates so that we could
estimate both the total number of NP and PA
visits with indirect billing (those with and those
without a prescription) and the spending on
those visits. The details and limitations of this
approach are outlined below.

DATA soURCEs Our analysis used a 20 percent
random sample of Medicare fee-for-service
claims from the period 2010-18, limited to ben-
eficiaries with Part D coverage in the month of
their visit. These data included prescription drug
events and outpatient visits. Only office visits (as
opposed to visits in the hospital outpatient set-
ting) for established patients (as opposed to
new patients) are eligible for indirect billing in
Medicare.” Thus, we began our estimates on
prescriptions with an associated established of-
fice visit (defined as visits with Place of Service
Code 11 and Current Procedural Terminology
codes 99211-15).
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Indirect billing is a
practice that, to date,
has been hard to
capture in the US
health care system.

METHODOLOGY TO IDENTIFY INDIRECT BILLING
We first identified all prescriptions written by
NPs and PAs (referred to as “index prescrip-
tions”) (see online appendix exhibit 1)."* We
linked National Plan and Provider Enumeration
System data to identify NPs and PAs via NPIs and
taxonomy codes. Second, we identified all estab-
lished patient office visits (indirect billing can be
used only after the initial physician relationship
has been established)" billed by an NP or PA or
a physician one day before, on, or one day after
the index prescription fill date. Although pa-
tients can take many days to fill a prescription
after a visit," we selected a one-day window, as it
provides more confidence that the index pre-
scription was made during the associated visit.
We allowed for visits one day after the prescrip-
tion was filled, given that providers might sub-
mit bills the day after the visitand not change the
date of service. If the NP or PA NPI on the index
prescription and visit were the same, we catego-
rized the visit as billed directly. However, if the
NPIs on the index prescription and the visit
were different and the visit was billed by a physi-
cian, it was considered potentially indirectly
billed.

From this group of potentially indirect billed
visits, we excluded visits for which we also ob-
served a prescription in this window from the
physician NPI, because it raised uncertainty
about who wrote the prescription associated
with the visit, or where there was more than
one visit from physicians in different practices
(practices were identified used their Taxpayer
Identification Numbers) during the window in
question, because it was unclear which of these
visits was the associated visit (both exclusions
led to fewer than 0.70 percent of prescriptions
excluded; appendix exhibit 1)."® The remaining
visits were considered indirectly billed.

outcomes Our main outcome was the fraction
of NP and PA visits billed indirectly. The denom-
inator was the number of visits in our sample
provided by NPs and PAs (indirectly and directly
billed). The numerator was the number of these

visits billed indirectly.

We also estimated total visits and spending in
2018 for indirectly billed NP and PA visits across
all visits (those with an associated prescription
and those without). The details of this extrapo-
lation are in appendix exhibit 2. In brief, we
took the ratio of indirect-to-direct billed visits
that we observed among visits with a prescrip-
tion and applied that ratio to visits without a
prescription. Given that we used a 20 percent
random sample of Medicare beneficiaries, we
also multiplied our visit counts and total spend-
ing by 5 to obtain an estimate for the total Medi-
care fee-for-service population.

UNDERSTANDING GEOGRAPHIC VARIATION IN
INDIRECT BILLING We also sought to understand
what might drive variation across counties in the
use of indirect billing for NP visits, and specifi-
cally the role of scope-of-practice laws. As noted
above, unlike PA state scope-of-practice laws,
which in forty-seven states require supervision
by a physician,” there is considerable variation
in NP scope-of-practice laws across states. We
hypothesized that rates of indirect billing would
be higher in settings in which NPs practiced with
less independence. Other factors included were
rurality (given that in rural communities, non-
physician providers represent a larger share of
the clinical workforce)?® and number of NPs per
capita. We fit a county-level linear regression
model with the outcome of rate of indirect billing
among NPs in 2018. We used data from the Area
Health Resources Files* and the American Asso-
ciation of Nurse Practitioners® to specify predic-
tors, which included county-level rurality (de-
fined below), NPs per capita in county, and
state-level NP scope of practice. Standard errors
were adjusted for state-level clustering (that is,
counties within the same state). In line with CMS
guidelines for suppressing small cell values, we
only included counties with ten or more NP visits
in 2018 (excluded counties accounted for 752 of
2,119,657 NP visits).

We used 2018 data from the American Associ-
ation of Nurse Practitioners,* which categorized
states as having full, reduced, or restricted NP
scope-of-practice laws. States with full scope of
practice permit NPs to evaluate patients; order
and interpret diagnostic tests; and initiate and
manage treatments, including prescribing med-
ications and controlled substances, under the
exclusive licensure authority of state boards of
nursing. States with reduced scope of practice
either require a career-long regulated collabora-
tive agreement with another health care provider
for the NP to provide patient care or limit the
ability of NPs to engage in at least one element
of NP practice. States with restricted practice
require career-long supervision, delegation, or
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team management by another health care pro-
vider for the NP to provide patient care and limit
the ability of NPs to engage in at least one ele-
ment of NP practice.

CHARACTERIZING PRACTICES To better under-
stand which types of practices would be negative-
ly affected by the elimination of indirect billing,
we categorized practices with at least one physi-
cian and one NP or PA in 2018 as indirect billing
practices, direct billing practices, and practices
with both indirect and direct billing. Practices
were identified by the Taxpayer Identification
Number on the visit claim. Indirect billing prac-
tices were those for which more than 80 percent
of NP and PA visits were billed indirectly. Direct
billing practices were defined as practices with
more than 80 percent of NP and PA visits billed
directly. We selected the 80 percent cutoffs be-
cause they were natural cutoffs in the distribu-
tion of indirect billing rates across practices. All
other practices were defined as practices for
which NP and PA visits were billed both indirect-
ly and directly.

For each practice we identified all providers
who billed an office visit or wrote a prescription
in 2018. We used the specialty codes, provider
identifiers, and patient characteristics on these
visits to characterize practice type (defined as
primary care, specialty, or multispecialty), num-
ber of physicians, number of NPs or PAs, and
rurality of patient residence (methods detailed
in appendix exhibit 3).” Primary care practices
were defined as those with only primary care
physicians (in internal medicine, family medi-
cine, pediatrics, general practice, and preventive
medicine). Specialty practices were defined as
those with only specialty physicians. Practices
with at least one primary care physician and one
specialty physician were defined as multispeci-
alty practices. We defined patients from rural
versus metropolitan areas using the Department
of Agriculture’s Rural-Urban Continuum Code
definition.”

We used a series of chi-square and ¢-tests to test
for bivariate differences between the character-
istics of indirect and direct billing practices.

SENSITIVITY ANALYSES We conducted three
sensitivity analyses. First, to address the concern
that we were categorizing practices using only
alimited number of prescriptions, we conducted
a sensitivity analysis limiting our sample to prac-
tices with at least four index prescriptions in a
given year (appendix exhibit 4)."

Second, given that patients can take several
days to fill a prescription after a visit," we exam-
ined whether our overall findings were affected
by expanding the one-day window requirement.
Using 2018 data, we compared our results using
a one-day window to results using a window for
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We found that indirect
billing was more
common in states with
restricted or reduced
NP scope-of-practice
laws.

which visits occurred from five days before
through one day after the prescription was filled
(appendix exhibit 5)."®

Third, because our method focused on visits
with an associated prescription, we examined
whether our findings could be driven by a change
in the share of visits resulting in a prescription
over time. We measured the proportion of total
established office visits with any clinician (NP,
PA, or physician) that resulted in a prescription
during the period 2010-18, using a one-day win-
dow among fee-for-service beneficiaries with
Part D coverage in that period (appendix exhib-
it 6)."* We also compared established office visits
with a prescription to those without a prescrip-
tion (appendix exhibit 8).

LiMmiTATIONS Our work had several limitations.
Most important, our method focused on visits
that resulted in a prescription, and we extra-
polated those patterns to visits that did not result
in a prescription. It is reassuring that the rates of
prescriptions associated with established office
visits have been stable over time (appendix ex-
hibit 6)* and that the demographics of visits with
and without a prescription were similar (appen-
dix exhibit 8)."® However, there were some dif-
ferences. For example, visits that resulted in a
prescription were more likely to be for patients
who were younger, dually enrolled in Medicare
and Medicaid, and disabled. Our estimate of in-
direct billing rates therefore may be biased to the
degree that the use of indirect billing differed for
visits that resulted in a prescription versus those
that did not. For example, if annual physical
exams are unlikely to result in a prescription
and they are more likely to be billed indirectly,
then our estimate would be too low. We do not
know the direction or magnitude of such a bias.

Second, it was impossible to directly link a
prescription to a given visit. We assumed that a
prescription that was filled within a one-day win-
dow around a visit was associated with that visit.
However, invariably there will be some misclas-
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sification of prescriptions. In a sensitivity analy-
sis using a broader time window around a visit,
we found that the rates of indirect billing were
similar to those of the main analysis (appendix
exhibit 5)."®

Third, although the use of Taxpayer Identifi-
cation Numbers to identify practices is com-
mon,* we acknowledge that it is an imperfect
proxy to identify practices. Finally, these find-
ings might not be generalizable to other popu-
lations, such as those with Medicaid or commer-
cial insurance.

Despite these critical limitations, we believe
that this methodology makes a valuable contri-
bution to the literature, given the lack of an al-
ternative method of capturing the nationwide
prevalence of indirect billing.

Study Results

The number of NP and PA established office vis-
its (both with and without a prescription) billed
indirectly increased from 10.9 million in 2010 to
30.6 million in 2018 (exhibit 1). The number of
NP visits, billed both directly and indirectly, in-

EXHIBIT 1

creased from 6.5 million in 2010 to 19.9 million
in 2018. The number of PA visits, billed both
directly and indirectly, increased from 4.5 mil-
lion to 10.6 million.

The fraction of total NP and PA visits billed
indirectly decreased from 54.3 percent in 2010
to 37.8 percent in 2018. The fraction of NP visits
billed indirectly decreased from 50.9 percent in
2010 to 35.6 percent in 2018. Similarly, among
PAs, visits billed indirectly decreased from
59.2 percent in 2010 to 42.0 percent in 2018
(appendix exhibit 9)."®

Total spending for NP and PA visits that were
billed indirectly (both with and without a pre-
scription) increased from $513 million in 2010 to
$1,291 million in 2018 (a 152 percent change
from 2010 to 2018) versus an increase from
$282 million to $1,278 million for visits that were
billed directly (a 353 percent change) (appendix
exhibit 9)." Among NPs, spending for visits that
were billed indirectly increased from $295 mil-
lionin 2010 to $811 million in 2018 (a175 percent
change); among PAs, this spending increased
from $218 million to $480 million (a 120 percent
change).

Nurse practitioner (NP) and physician assistant (PA) established office visits that were directly versus indirectly billed,

Medicare fee-for-service beneficiaries, 2010-18

Total NP and PA visits (millions)
35—

PA visits billed directly

PA visits billed indirectly

NP visits billed indirectly

I I I I I I I I
2011 2012 2013 2014 2015 2016 2017 2018

source Authors' analysis of data from a 20 percent random sample of Medicare fee-for-service beneficiaries with Part D coverage for

2010-18. NnoTES Appendix exhibit 2 contains a calculation for annual visits and spending (note 18 in text). Appendix exhibit 9 presents
the fraction of NP and PA visits and spending for established office visits that were directly versus indirectly billed.
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EXHIBIT 2

We estimate that Medicare would have saved at
least $194 million in 2018 if all NP and PA visits
indirectly billed to Medicare were billed directly
(detailed in appendix exhibit 2)."®

COMPARISON OF INDIRECT VERSUS DIRECT
BILLING PRACTICES The use of indirect billing
across practices had a bimodal distribution in
2018. Across all practices, 39,094 (69 percent)
were indirect billing practices (defined as having
more than 80 percent of their NP and PA visits
billed indirectly), 11,210 (20 percent) of practic-
es were direct billing practices (those having
more than 80 percent of their total NP and PA
visits billed directly), and 6,107 (11 percent) of
practices were both direct and indirect billing
practices (those billing between 21 percent and
80 percent of their NP and PA visits indirectly)
(exhibit 2). The indirect billing practices and the
direct billing practices accounted for 23.0 per-
cent and 50.1 percent of all observed NP and PA
visits (with either indirect or direct billing), re-
spectively, in 2018 (data not shown).

Compared with direct billing practices, indi-
rect billing practices, on average, had fewer
physicians (2.6 versus 12.3; p < 0.001), had few-
er NPs and PAs (4.0 versus 12.2; p < 0.001), were
more likely to be primary care practices (50.7 per-
cent versus 43.3 percent; p < 0.001), and served
smaller percentages of rural patients (21.0 per-
cent versus 33.7 percent; p < 0.001) (exhibit 3).

Variation across practices in the fraction of nurse practitioner (NP) and physician assistant
(PA) established office visits billed indirectly, by practices’ billing patterns, Medicare
fee-for-service beneficiaries, 2018

All practices

70%

60%

50%

40%

30% — Direct billing
practices

20%

10%

0%

0%-20%

I s =
21%-40%

Indirect billing
practices

Both direct and indirect
billing practices

41%-60% 61%-80% 81%-100%

Visits billed indirectly

source Authors' analysis of data from a 20 percent random sample of Medicare fee-for-service
beneficiaries with Part D coverage for 2010-18. NoTEs Practices were defined by Taxpayer Identi-
fication Numbers. The denominator is the total number of visits provided by NPs and PAs in each
practice. The numerator is the total number of visits billed indirectly by NPs and PAs in each practice.
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In 2018 indirect billing practices were re-
imbursed, on average, an additional $2,936
per practice by using indirect billing compared
with a scenario in which they billed those same
visits directly (data not shown).

GEOGRAPHIC VARIATION IN INDIRECT BILLING
Across the 2,945 counties in our sample in
2018 that had ten or more NP visits, there was
wide geographic variation in the fraction of total
NP visits billed indirectly. For example, indirect
billing was more common in California, Texas,
Florida, Georgia, and Alabama (exhibit 4). The
median percentage of NP visits billed indirectly
was 32.2 percent (interquartile range: 21.2-
45.7) (data not shown).

Compared with counties located in states with
restricted NP scope-of-practice-laws, there was
less indirect billing in counties with reduced
(=7.3 percent; 95% confidence interval: —13.4,
—-1.2; p = 0.02) and full (-11.1 percent; 95% CI:
-17.0,-5.3; p < 0.001) NP scope-of-practice laws
(appendix exhibit 7).'®

Compared with metropolitan counties (those
with a population of one million or more), there
was less indirect billing in other metro counties
(those with a population of 250,000-999,999)
(=5.1 percent; 95% CI: —8.1, —2.0; p < 0.001)
and nonmetropolitan, nonrural counties (those
with a population of 2,500-20,000; —6.0 per-
cent; 95% CI: -9.1, —2.8; p = 0.002) (appendix
exhibit 7)."®

RESULTS OF SENSITIVITY ANALYSES Limiting
our analysis to practices with at least four index
prescriptions in a given year or expanding the
time window from one to five days did not have a
substantive impact on our findings (appendix
exhibits 4 and 5)." The proportion of all estab-
lished office visits that resulted in a prescription
was stable over time (appendix exhibit 6).'

Discussion

Indirect billing is a practice that, to date, has
been hard to capture in the US health care sys-
tem. Using a new method for observing indirect-
ly billed services provided by NPs and PAs, we
found that indirectly billed visits accounted for a
large fraction of NP and PA visits and that both
the number of indirectly billed visits and spend-
ing on those visits increased over time. If indi-
rectly billed established office visits involving a
prescription had been directly billed, the Medi-
care program would have saved at least $194 mil-
lion in 2018 because NPs and PAs would have
been reimbursed at 85 percent the physician
rate. Smaller primary care practices would be
more negatively affected by the lost revenue than
other practices. We found substantial geographic
variation in indirect billing, with much greater
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use of indirect billing in states with restricted = EXHIBIT 3
scope-of-practice laws for NPs.

Our estimates of the frequency of indirect bill-
ing (38 percent to 54 percent, depending on the
year) are consistent with prior estimates from Direct billing  Direct and indirect Indirect billing

Characteristics of practices that use direct versus indirect billing for nurse practitioner (NP)
and physician assistant (PA) office visits, Medicare fee-for-service beneficiaries, 2018

surveys (29 percent of primary care NPs in sur- . practices billing practices  practices
veys state that they bill indirectly) and other No. Of goaciid:s 7270 6,107 39,094
claims or electronic health record-based meth-  Practice type (no)
ods (30-40 percent).”*'* We extended this work zr?c?am care g;g? ;;gi }gigg
by examilfli‘ng 'trends. 1(1).VCI‘ time and variation in Mpult'lspgcialty 1:61 8 1:671 1,é01
the use of indirect bi 1ng. . No. of doctors (mean) 123 194 26
We found that practices largely fell into two

. th that indirectly billed NP and PA No. of NPs and PAs (mean) 122 188 40

groups: those that mdirectly brife an Percent rural patients (mean) 33.7 283 21.0

visits and those that billed those visits directly. It
remains unclear what drives how practices de-
.Clde to bill for NP and I?A.YISIFS; further r?searCh source Authors’ analysis of data from a 20 percent random sample of Medicare fee-for-service
is warranted. One possibility is that practices are  beneficiaries with Part D coverage for 2010-18. NoTes Only practices with at least one physician

weighing the increase in revenue versus the costs and one NP or PAin 2018 were included. Direct billing practices were defined as those with more than

s . . T 80 percent of NP and PA visits billed directly. Indirect billing practices were defined as those with
of the administration requirements for indirect more than 80 percent NP and PA visits billed as "incident to." The remaining practices were

bﬂling- categorized as direct and indirect billing practices. Unadjusted comparisons for practice type,
number of doctors, number of NPs and PAs, and percent rural patients are significant (p <0.001).

EXHIBIT 4

Fraction of nurse practitioner (NP) and physician assistant (PA) established office visits billed indirectly, by county,
Medicare fee-for-service beneficiaries, 2018

e
*ri-ﬁ"l .'g‘ y

Indirectly billed NP

‘* . ) and PA visits
&3 » -~

b M 21.2-32.2
by W 323-45.7
M 45.8-100.0
‘ <10 NP visits

souRrck Authors’ analysis of data from a 20 percent random sample of Medicare fee-for-service beneficiaries with Part D coverage for
2010-18. noTe Only counties with 10 or more NP visits in 2018 were included.
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Policy Implications

Our results highlight the fact that prior research
that quantified the role of NPs and PAs using
only direct billing” % substantially underesti-
mated the role of NPs and PAs in the US health
care system and, conversely, overestimated the
role of physicians. Recognizing its limitations,
we hope that our methodology will be used by
policy makers and researchers to better charac-
terize the role and impact of NPs and PAs in the
US health care system. For example, prior re-
search has used Medicare claims to compare
the resource use and quality of care provided
by NPs and PAs versus physicians.?®* The results
of such studies may differ if indirectly billed ser-
vices are accounted for.

Our findings should inform the ongoing de-
bate about eliminating indirect billing. If indi-
rect billing of office visits involving a pre-
scription were eliminated and NPs and PAs
continued to be paid 85 percent on the dollar,
we estimate that it would have saved the Medi-
care program $194 million in 2018 across all
established office visits. It could also have other
spillover effects. Patient out-of-pocket payments
might be lower if the visits themselves are reim-
bursed less. Eliminating indirect billing may re-
move the physician oversight requirement in
state NP scope-of-practice laws (for example, re-
quiring a physician to be on site at all times),
possibly resulting in increased practice efficien-
cy. Eliminating indirect billing may also encour-
age more independent practice among NPs and
PAs where it is allowed. However, this decrease
in Medicare spending means less revenue for
practices, and smaller primary care practices
in particular.

Any potential savings assumes that NPs and
PAs continue to be paid at 85 percent of the

physician reimbursement rate. There have been
many calls to reimburse NPs and PAs at the same
rate as physicians.* This strategy would obvious-
ly not result in savings to the Medicare program,
but it would likely eliminate the practice of indi-
rect billing, as there would be no financial incen-
tive to use it. Further, it may result in improved
practice efficiency, as practices would no longer
have to ensure that they were meeting the regu-
latory requirements of indirect billing.

Our findings also should inform the ongoing
debate about NP scope-of-practice laws. We
found that indirect billing was more common
in states with restricted or reduced NP scope-
of-practice laws. This implies that the use of in-
direct billing could be reduced by expanding
NPs’ scope of practice. One must also consider
potential physician backlash if indirect billing
were eliminated but some states maintained re-
stricted NP scope-of-practice laws. Research in-
dicates that relaxing scope-of-practice laws has
no effect on NP visit volume or allocation of
patients to NPs.* Thus, physicians might argue
that they are facing an unreimbursed mandate in
which they must maintain oversight require-
ments for NP and PA visits without any re-
imbursement for the time required.

Conclusion

There is ongoing debate about whether indirect
billing should be eliminated. Using a new meth-
odology, we estimated the frequency of indirect
billing and the variation in its use across coun-
ties and practices. Eliminating indirect billing
would have saved Medicare $194 million in 2018,
with a greater decrease in revenue seen among
smaller primary care practices, which are more
likely to use this form of billing. m
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