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Right now, in the windowless recesses of an
anonymous hotel, a handful of physicians are
deciding the cost of medical care in America.1
Few people know about this meeting, and fewer
understand what it does. Yet it controls how much
the federal government pays for everything from a
heart surgery to an eye exam.
The official name of the group is the “Specialty
Society Relative Value Scale Update Committee.”
To those in the know, it is “The RUC.” It is an
offshoot of the American Medical Association —
a powerful private organization — but the
government treats it like an official body.
The RUC should be disbanded. There is no reason
a private and self-interested group should decide
what the government pays for health care. The
government should instead allow different
insurance plans to compete over federal health
care dollars.
The first thing to understand about the RUC is
that it is composed of different medical specialty
groups, like the American Society of Optometric
Surgeons and the American Academy of
Neurology. These specialty groups have their own
committees that make recommendations to the
grand RUC meeting. Not surprisingly, they tend
to think their specialties do not earn enough
money. Their usual recommendation is that they
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need larger reimbursements from the federal
government for their services.2
Technically speaking, the committees and the
RUC don’t recommend actual “prices” to the
government. Instead, they recommend something
more ineffable and Soviet called a “Relative
Value Scale.” According to this index, a doctor’s
visit is a “1”, and every other type of procedure
— almost 7,000 of them — is ranked by how
much “effort” it requires relative to that doctor’s
visit. In three annual meetings, usually at some
pleasant but nondescript hotel, the RUC decides
how every specialty procedure ranks.3
Once the RUC makes its recommendation, the
Center for Medicare and Medicaid Services
(CMS) adopts them, almost verbatim, and turns
the scale into the dollar amount that actually
matters.4 All Medicare payments to physicians
(“Part B” of Medicare), which total over $300
billion a year, are thus based on the RUC scale.
Many private insurers then base their rates on that
scale, which means that the total effect of RUC
rate-setting is even larger.5
Given the obvious conflict of interest, it’s not
surprising that the RUC often sets rates far above
the cost of a procedure. Take arterial stents, for
example. In the mid-2000s, the RUC and
Medicare set the cost of implanting stents in
peripheral arteries, that is, arteries away from the
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heart, at $12,000 per procedure, despite the fact
that the stents could be easily implanted in a
doctor’s office.
Such unreasonably inflated pricing creates
wasteful spending. After the stent rate-adjustment,
the number of stent implants went up by 70% in
just a few short years. Some doctors billed the
government millions per year and derived the
majority of their income from this single
procedure. Investigators later found many of the
operations were unnecessary, and some led to
tragic deaths.6 America’s courts are periodically
inundated with cases against doctors who
performed unnecessary and deadly surgeries to
get such Medicare payments.7
There is actually a better way.8 For years, the
Federal Employees Health Benefit Program has
allowed federal workers to decide on their own
which insurance plan to purchase, while
mandating cost-sharing programs. Its spending
has grown slower than national medical spending,
and its members report that they love it.
Making Medicare more like this competitive
federal insurance program would allow customers
instead of physicians to set prices. If such a
program reduced Medicare physician costs by just
5%, a reasonable assumption, we could save $15
billion a year.9
The RUC has distorted medical prices and
enriched its wealthy members for almost three
decades. It’s time to put an end to this scandalous
corruption. We can make Medicare more
competitive and drive down costs. There can be
no justification today for letting doctors write
their own paychecks.
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