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2009 Medicare Physician Payment Rates: 
What to Expect in Your Practice 

 
 
Factors Affecting 2009 Rates 
In July 2008, the U.S. Congress passed a law that provided an average 1.1 percent increase in Medicare 
physician payment rates for 2009. This payment update is far from the only change affecting 2009 rates, 
however. Payment changes will vary by service, specialty and locality based on the following factors: 
 
• The 1.1 percent update is an across-the-board increase from the 2008 payment rates that applies to 

all Medicare physician payment schedule services. It does not apply to physician-administered drugs 
or clinical laboratory fee schedule services. 
 

• This year will be the third year of a four-year transition to revised practice expense relative value 
units. 
 

• Updates to the geographic adjustment factors or GPCIs for 2008 were phased in over two years, so 
additional changes in the GPCIs are occurring in 2009. In addition, the Medicare Improvements for 
Patients and Providers Act (MIPPA) that passed last July continued the floor of 1.00 on the physician 
work GPCI for 2009. 
 

• The budget neutrality adjustment that was applied in 2007 and 2008 has been moved from the 
work relative values to the conversion factor for 2009. This has the effect of increasing payment rates 
for many services and decreasing rates for some services, and the change was strongly supported by 
organized medicine. Although the elimination of the work adjustment factor leads to a numerical 
reduction in the Medicare conversion factor, however, it does not reduce average payment rates as it 
is a budget neutral change.  
 

• Some services will have revised relative value units for physician work based on a review of 
misvalued services. 
 

• Some services have been added to those that are subject to imaging payment cuts stemming from 
the Deficit Reduction Act of 2005 which limits payments to no more than the comparable payment in 
hospital outpatient departments. 
 

The combined impact of these various payment changes on your practice depends on your 
specialty, location and service mix. When all of the changes are averaged out across all physicians, most 
physicians will see a net increase in their Medicare rates, but some will see net decreases. Many other 
payers as well as Medicare Advantage plans link their rates to the Medicare rates, so payment impacts 
from the Medicare changes will likely be magnified. The table from the Final Rule showing the 2009 
payment impacts for each specialty is provided at the end of this document. 
 



 

Physician Quality Reporting Initiative (PQRI) 
The AMA is well aware of the serious shortcomings in the initial implementation of the PQRI program 
for the last six months of 2007 that were widely reported by physicians who attempted to participate. The 
AMA is continuing to press Medicare officials and the incoming Obama Administration for significant 
changes in the way in which the PQRI program is administered. 
 
During 2008, physicians who successfully reported on quality measures included in the PQRI became 
eligible to receive a bonus of 1.5 percent of their total Medicare allowed charges for that year. The bonus 
payments will be made as a lump sum payment in mid-2009. 
 
The MIPPA law passed by Congress extended this program and increased the bonus payment for 2009 
(payable in 2010) to 2 percent. Physicians who participate in the PQRI from January through December 
2009 will be eligible to receive a bonus of 2 percent of their total Medicare allowed charges for the year 
2009 as a lump sum payment sometime after February 2010. Information about the measures used in the 
PQRI program and how to report them is available at the AMA Web site at: 
http://www.ama-assn.org/ama/pub/category/17432.html
 
Incentive Payments for Electronic Prescribing 
Starting in 2009, Medicare will also offer eligible physicians incentive payments when they use an 
electronic prescribing (e-prescribing) system to prescribe for Medicare patients. The Electronic 
Prescribing Incentive Program was authorized by the MIPPA law. 
 
For 2009 and 2010, e-prescribing incentive amounts will be 2 percent of a physician’s total estimated 
allowed charges for covered professional services during the reporting period (one calendar year). The 
incentive amount decreases to 1 percent in 2011 and 2012 and finally to 0.5 percent in 2013. Detailed 
information about the e-prescribing incentive payments, including a frequently asked questions document, 
is available on the AMA Web site at: http://www.ama-assn.org/ama/pub/category/20298.html
 
Other 2009 Medicare Changes 
The 2009 Medicare payment schedule Final Rule discusses several other important changes in Medicare 
payment policies that do not affect payment rates but are nonetheless significant issues for physician 
practices. Physicians who wish to learn more about the other issues addressed in the Final Rule, including 
new policies on enrollment, hospital-acquired conditions and physician resource use feedback, may 
review the AMA comment letter on the Final Rule at: 
http://www.ama-assn.org/go/medicarepaymentkit
 
Participation Options 
For 45 days at the end of each year, physicians have an opportunity to notify Medicare whether they will 
be a “participating” or a “non-participating” physician in the coming year. The participation decision 
period for 2009 ended Dec. 31, 2008 and participation decisions are binding for the entire calendar year. 
Additional information about Medicare participation options, including opting out of Medicare (private 
contracting) is available on the AMA Web site at: http://www.ama-assn.org/go/medicarepaymentkit
 
Future Outlook 
Under current law, severe Medicare physician pay cuts would begin in January 2010. The AMA is 
working closely with the incoming Obama Administration and Congress to seek enactment of a long-term 
solution that will avert all of the pending pay cuts and provide for payment updates that reflect increases 
in practice costs. 
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More Information: 
The 18th edition of the Medicare RBRVS: The Physicians' Guide clearly describes the payment rules that 
take effect in 2009 and provides a more detailed explanation of how these rules may impact a physician’s 
practice. To order this important resource, visit www.amabookstore.com or call (800) 621-8335. 
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