
Relative Value Units and the Measurement of
Physician Performance

In response to a need for a standardized language to de-
scribe medical services, the Current Procedural Termi-
nology (CPT) coding system was created in 1966. This
system persists today and is used by most payers to com-
municate standardized information about medical
services.1 In 1991, the Relative Value Scale Update Com-
mittee (RUC) was created by the American Medical As-
sociation to make recommendations about the relative
value of physician work for Medicare and Medicaid ben-
eficiaries based on CPT codes.1 In 1992, Medicare be-
gan reimbursing hospitals and physicians based on the
values established for services by the RUC, which are
now used by both commercial and government payers.

Relative value units (RVUs) were designed to pro-
vide relative economic values for medical care based on
the cost of providing services categorized as physician
work, practice expense, and professional liability. Phy-
sician work accounts for approximately half of the rela-
tive value of a service and is based on the time it takes
to perform the service, the technical skill and physical
effort, the required mental effort and judgment, and the
stress caused by the potential risk to the patient.1 The
relative value of each service is reassessed periodically

by the RUC and others to decide whether changes to the
assigned value are needed as services evolve. For ex-
ample, a service that once required hospitalization but
now can be performed in the outpatient or clinic set-
ting would have its relative value diminished, as would
a procedure for which the time required to perform it has
decreased. The government’s reliance on the RUC rec-
ommendations has been criticized, as has the commit-
tee, for overvaluing the work of specialists compared
with primary care physicians.2

RVUs were designed to provide a rational ap-
proach to assessing the relative value of medical ser-
vices. They were not intended to function as the pri-
mary measure of a physician’s performance. However,
RVUs have become the dominant evaluation mecha-
nism in many practice environments; financial compen-
sation (bonuses in particular) are commonly linked to
RVU production. Although there are few published data,
it is believed the practice of using RVUs to measure pro-
ductivity is widespread.3

The existence of financial incentives for physicians
to provide more care, and more highly reimbursed care
in particular, is the subject of much consternation. Evi-
dence suggests that when performance is measured by
RVUs, the number of RVUs generated tends to increase.4

Dissatisfaction with this linkage has led some organiza-
tions to transition away from RVU-based, fee-for-
service reimbursement methods and toward alterna-
tive payment models that limit the incentive for more
care and create a focus on providing better care at lower
costs. Early data suggest that value-based payment sys-
tems may indeed reduce costs while maintaining or im-
proving outcomes. For example, following implemen-
tation of the 2016 Centers for Medicare & Medicaid
Services comprehensive care bundled payment pro-
gram for joint replacements, Haas and colleagues5 ob-
served reduced spending without significant changes in
hospital length of stay, readmissions, complications, 30-
or 90-day mortality, or volume of episodes relative to
control hospitals not participating in the program.

In addition to the above rationale not to use RVUs
as the primary measure of physician performance, there
are equally compelling moral and professional argu-

ments. In simplest terms, a clinician’s pri-
mary responsibility is to the patient. Cli-
nicians also have important, if secondary,
responsibilities to payers and the health
care system in which they work. Assess-
ing physician performance by RVUs mon-
etizes the patient-physician relation-
ship and incentivizes more, and not
necessarily better, care. This focus can
lead to higher costs for both payers and

the health care system. Further, the way that RVUs are
calculated tends to deemphasize primary care, popula-
tion health, and public health and tends to favor proce-
dural specialties.2

Assessing performance based largely on RVUs also
subtly disincentivizes clinicians from focusing on those
behaviors that are essential to deliver better outcomes
and lower costs. For example, a cardiac surgeon who
cares for a complex heart failure population and spends
hours coordinating with a cardiologist to create a defini-
tive plan produces fewer RVUs and as a result may re-
ceive a smaller bonus than a cardiac surgeon who is not
so collaborative and simply operates.

Other examples are numerous. The physician who
volunteers, without extra compensation, for additional
night shifts, when the ability to generate RVUs is lower
than during the day; the clinician who regularly spends
extra time exploring a patient’s personal values in de-
ciding what procedure should be done. Each of these ac-
tivities benefits patients, colleagues, or both and also

Physician performance measurement
should be decoupled from RVU
production, which, in fact, was never
designed to assess professional
behavior.
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contributes to the kind of culture that modern health care systems
need, yet such efforts are not reflected in additional RVUs attrib-
uted to the physician.

Talbot and Dean6 ascribe moral injury to “being unable to pro-
vide high-quality care and healing in the context of health care” and
implicate the “complex web of providers’ highly conflicted alle-
giances—to patients, to self, and to employers” as one of its key driv-
ers. Extending this observation, it is clear that incentive systems pri-
marily based on RVUs to the exclusion of quality or value metrics are
at variance with the underlying tenet of medicine as a profession un-
ambiguously dedicated to the welfare of the patient and commu-
nity. Such a construct, fundamentally at odds with the delivery of
patient-centered care, predictably leads to the skepticism and dis-
engagement of physicians, often termed “burnout.”

Although comprehensive data are lacking, the focus on RVU pro-
duction appears to be equally prevalent in academic, multispe-
cialty, and private practice settings, perhaps because of the way that
discounted fee-for-service contracts currently make up for losses
from other payers.7 Academic medical centers in particular, with their
increasing reliance on clinical revenue to support their multiple non-
clinical missions, may be especially conflicted.8

While it is understandable that health systems need a mecha-
nism to match the amount of work with the required number of cli-
nicians and that measures of both total available RVUs in that sys-
tem and physician productivity may be helpful in this regard, RVUs
should be only 1 component of the assessment of individual clini-
cian performance and not the primary one. Most physicians are mo-
tivated to work hard and provide excellent care. The minority who
are not seeing patients in a timely way or who do not appear to have
enough work can be managed as exceptions, not the rule. Stated an-
other way, incentive and compensation systems should not be de-
veloped to deal with the outliers but rather to incent positive be-
haviors and values for the largest group of physicians. This different
and more complete view could properly focus performance mea-
surement on the delivery of better outcomes at lower costs, thereby

aligning the interests of patients, physicians, and payers. Perfor-
mance measurement could then be focused on contribution to the
institutional mission using metrics such as standardized outcomes,
patient experience, teamwork and collaboration with other col-
leagues and services, and, potentially, even cost of care. Incentives
could be provided for both individual and team performance. The
balance between these could be further weighed toward team per-
formance in areas in which care is especially matrixed or compli-
cated. As an example, yearly goals could be set that incorporate in-
dividual metrics, such as scores for patient satisfaction with office
visits, and team-based metrics, such as adherence to a new care path-
way. Incentives might include more resources or a monetary bonus
for each individual and collective goal met.

Other positive effects of deemphasizing RVUs in performance
measurement may be expected. While physicians are properly fo-
cused on trying to improve outcomes for their patients, cost has not
historically been a focus of physicians’ care or responsibility. Evi-
dence suggests that when provided with the right information and
a system that prioritizes a focus on value, physicians can reduce
costs.9 Other experiments with redesigned performance assess-
ment systems that focus on more than just RVUs are under way. For
example, Spectrum Health, a multispecialty medical group, devel-
oped a system-wide compensation and performance model fo-
cused on guiding principles.10

In sum, a change is overdue. The current model for measuring
physician performance creates both an unattractive working envi-
ronment for physicians and the potential of harm to patients from
overtreatment. Physician performance measurement should be de-
coupled from RVU production, which, in fact, was never designed
to assess professional behavior. With this approach, the medical pro-
fession could reorient from a focus on billing toward the patient-
centered values that drive most people to enter medical school. This
important adjustment has the potential to improve patient satis-
faction and sustain physicians’ commitment to the highest profes-
sional ideals over the entirety of their careers.
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