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Fiscal Considerations for the Future of Telehealth
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Telehealth services filled crucial medical care gaps during the COVID-19 pandemic
and will appropriately remain an important part of the health care system going
forward. Telehealth services can increase access to timely and effective care, and, in
some cases, improve the efficiency and quality of the health care system.
However, it is important that telehealth policy be designed and implemented
carefully to avoid increases in utilization, misaligned provider payment incentives,
fraud, and abuse.
During the pandemic telehealth largely acted as a substitute for traditional care.1 Yet,
the pandemic experience is not representative of a future where telehealth is more
fully integrated into patient practice and provider business models. The United
States has a uniquely poor track record when it comes to effective health care at low
cost and new technologies often burden our system with rising costs.
Though telehealth has the potential to reduce some health care expenditures, both
the Congressional Budget Office (CBO) and the Government Accountability Office
(GAO) project that increased use of telehealth will add to overall health care costs.2
Based on a recent CBO score of a five-month extension of pandemic authorities,
permanent expansion could cost Medicare alone $25 billion over ten years, even
without expanded use.3 As telehealth use grows, there is the potential for even
greater costs in both federal health care programs and the private sector.
With policymakers rapidly approaching a decision point on the direction of
telehealth policy, it is important that they take time to fully understand the health
and fiscal implications of adding telehealth services to our menu of care. Rather than
make permanent decisions in the coming months, any extension of telehealth
authorities should have proper guardrails, checkpoints to allow for data analysis and
learning, and a way to align incentives for better and less expensive care.
Much has been written on the merits and promises of telehealth.4 The purpose of this
paper is to outline key health care costs and federal budget challenges that should be
considered when developing long-term regulations surrounding telehealth.

2
The State of Play for Telehealth Coverage
Prior to the COVID-19 pandemic, Medicare coverage of telehealth was very limited.
Reimbursement for telehealth services was only covered for those living in rural areas with more
limited access to nearby providers, and beneficiaries wishing to utilize those services were
required to travel to a designated medical facility.5 Private health insurance and Medicaid
coverage was also limited, following Medicare’s lead, and often varied from state to state. In
January 2020, less than 1 percent of medical services in the United States were provided through
telehealth.6
In response to the pandemic, Congress gave the Department of Health and Human Services
(HHS) the authority to waive restrictions on Medicare telehealth coverage for the duration of the
officially declared Public Health Emergency (PHE). This new authority allowed anyone to receive
services in their home, using a wide variety of audio-video technology with the option for audioonly care. It also allowed patients to see new providers rather than being required to have a
preexisting relationship before permitting telehealth visits. The private sector followed
Medicare’s telehealth expansion, increasing patient access and helping providers stay in
business.7
In response, overall telehealth claims rose from less than 1 percent of all claims before the
pandemic to a peak of 13 percent in April 2020, settling at below 5 percent after that.8 Medicare
telehealth usage followed a similar trajectory to overall claims.9
Fig. 1: Telehealth Trends Throughout the Pandemic (Claims as a Percent of Total)
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Telehealth waivers have been repeatedly extended along with extensions of the PHE, which can
be renewed every 90 days by the HHS secretary. The most recent extension from April 16, 2022,
will be in effect until July 15, 2022. Additionally, the Fiscal Year (FY) 2022 omnibus appropriations
bill (signed on March 15) allows for the telehealth waivers to extend 151 days after the PHE ends.
The omnibus also requires the Medicare Payment Advisory Commission (MedPAC) and the HHS
Office of the Inspector General to provide an analysis and recommendations on telehealth by the
middle of 2023 covering the implications of expanded Medicare coverage; utilization of services;
Medicare expenditures; Medicare payment policies; program integrity risks; recommendations
on preventing waste, fraud, and abuse; and other relevant topics.10
Congress will ultimately need to determine the parameters for telehealth coverage in Medicare
and Medicaid. This decision will also indirectly influence private insurance coverage decisions,
although lawmakers might decide to legislate those directly. Some legislation will need to pass
within five months of the end of the PHE in order to avoid a dramatic disruption in ongoing care,
but there is no reason for that legislation to include permanent and blanket changes in policy.
That is especially important because of the above-mentioned essential information from the
mandated HHS and MedPAC reports.

The Cost Challenges of Telehealth
The promise of telehealth is that it can increase access to care. It can bring doctors to places they
wouldn’t necessarily be, and it cuts out the requirement for patients to physically travel to an
appointment. One study estimated that the time commitment inherent in these visits, along with
the need to take off work, costs patients $89 billion a year in total lost time and wages.11 In some
scenarios, expanded telehealth may also reduce direct health care costs: for example, allowing a
patient to avoid a more costly trip to a doctor’s office.
However, telehealth is likely to increase health care costs overall, especially if policymakers don’t
pay special attention and care to its design. With federal and overall health care costs continuing
to grow faster than the economy, these cost increases should be of particular concern.
When thinking about the long-term direction for telehealth authorities, we suggest attention to
the following challenges related to the federal budget, and to national health expenditures.
•
•

•

Utilization – telehealth services should ideally help reduce overutilization of care, but
could end up substantially increasing patient utilization of health care services.
Provider incentives – telehealth services should ideally help providers reduce the cost of
care, but payment incentives might lead to more costly care – especially if telehealth
services continue to be reimbursed at parity with in-person care.
Fraud and abuse – telehealth services are at particular risk for fraudulent billing.
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Below, we discuss each of these challenges and the opportunities for policymakers to address
them through caution and guardrails.
The Risk of Increases in Utilization
The easier it is to access a given health intervention, the higher utilization is likely to be.
Conversely, increased friction through high deductibles or increased cost-sharing reduces
utilization.12 Depending on the quality of care, higher utilization may improve, worsen, or have
little effect on health outcomes; but it will nearly always result in higher costs.
Thus, it is very likely the case that an expansion of telehealth, by removing some of the friction
from provider-patient interaction, will lead to increased utilization. This will be the case in the
aggregate, despite there being some circumstances where a telehealth appointment might allow
a patient to avoid a longer or more intensive interaction with the health care system.13
To be sure, there is evidence that telehealth during the pandemic primarily substituted for inperson care.14 However, the circumstances were obviously unique, and that evidence is hardly
generalizable to a future health care system where telehealth is more integrated into care and
patients are used to relying on the easy access technology provides. One survey suggests threequarters of patients anticipate continuing the use of telehealth for at least some of their care.15
Policymakers will need to manage the transition to telehealth to avoid excessive increases in
utilization. Unfortunately, policymakers are often unwilling to follow through on restrictions.
An example from the pandemic is illustrative. The CARES Act allowed those in high-deductible
plans tied to Health Savings Accounts to receive telehealth services without having to meet their
deductibles – even though these deductibles are core to the benefit design of such plans (which
are meant to control cost growth).16 Rather than allow this emergency measure to expire as
intended at the end of 2021, Congress revived the waivers in the recent omnibus bill, extending
them through the end of 2022.
Not only does this choice drive up overall utilization of care but adds unjustified incentives to
specifically increase utilization of telehealth services, which are given a financial advantage over
in-person care. Policymakers should avoid creating these perverse incentives when designing a
new telehealth regime.
The Problem of Payment Incentives and Payment Parity
The decisions providers make as telehealth expands have important implications for growing
health care costs. In the United States’ health care system, doctors and hospitals have substantial
influence on the volume, intensity, and price of care – more so than patients do in most cases.17

5
Avoiding dramatic increases in provider-led utilization will be especially important in
government programs like Medicare, which have few mechanisms for managing care. Already,
utilization in fee-for-service Medicare is slated to grow nearly 4 percent per year through 2030
when adjusted for demographics.18
To avoid further driving up health care costs, an expansion of telehealth would ideally occur only
within the context of a shift away from fee-for-service payment to alternative payment models
like Accountable Care Organizations. Such value-based payment (VBP) approaches could be an
opportunity to maximize the opportunities of telehealth without substantially increasing
spending.19 VBP could also create guardrails for providers to promote quality care through
telehealth in a manner that is good for patients’ health while protecting Medicare from a payment
system that promotes volume in the maximization of profits.
The goal is to avoid falling into the trap of misaligned provider payment incentives that increase
provider revenue and increase national health expenditures, on top of the system-wide problems
inherent in fee-for-service payment20 and provider pricing power.21
Examples explored by our Health Savers Initiative, like site-of-service-based payment, Part B drug
add-on fees that promote higher-priced drugs, and insurance plan gaming of risk adjustment in
Medicare Advantage, all demonstrate the same design flaw. Payment policies legislated to
achieve worthwhile goals created misaligned incentives, yet the ability of the executive branch to
re-align incentives was limited by that legislation, and Congress became hesitant to revisit the
policies because the interest groups profiting from the incentives lobby them to avoid changes.
Thus, getting incentives right for telehealth, and, perhaps, more importantly creating the means
or action-forcing ability to review them regularly, will be crucial to limiting any negative fiscal
impact. As providers have the time to create new telehealth business models and build
technological capacity, provider payment incentives should bend providers towards value,
substitution, and quality.
It is especially important that policymakers resist calls for mandating permanent payment parity,
where telehealth visits are paid at the same rate as in-office visits. Doing so would drive up overall
health care costs, undermine any potential telehealth might have to reduce costs in select
circumstances, and be highly problematic for the goal of appropriately aligning incentives.
Parity is problematic because just like on the patient side, telehealth is a form of care that should
have less friction for the provider. Theoretically, the time spent by a provider interacting with a
patient during a telehealth appointment might be similar to an in-person visit. However, there
are numerous other ways in which telehealth can be less burdensome on a provider’s time and
resources.22 And, as groups of providers utilize telehealth more, there will be opportunities to get
paid for shorter, follow-up interactions – some of which might be happening in the current system
without payments attached.
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The physician fee schedule in Medicare already accounts for the overhead costs to providers. So,
separating payments as telehealth expands can still consider the costs of maintaining telehealth
technology while incorporating any overhead savings.

The Special Case of Mental Health Coverage
There are unique advantages to using telehealth as part of mental health care due to the general
ability for such care to be provided virtually, along with the regular and frequent cadence of care
being integral to a patient’s care plan. However, there are important considerations for when a
care plan might require in-person patient-physician interactions.
For instance, some conditions related to mental health care can best or only be diagnosed through
in-person contact.23 Also, the pandemic experience has shown that those with the most serious
mental health issues tend to use telehealth visits at a lower rate than in-person care.24
The specific opportunities and challenges for tele-mental health, along with the increases in
mental health demands due to the pandemic, have already led policymakers to create a slightly
different set of rules. In 2021, lawmakers permanently authorized tele-mental health services to
be provided in the home, though only after prior in-person interaction, and then in conjunction
with in-person visits.25 These requirements, supported by MedPAC, are meant to provide
safeguards against inappropriate use and prevent solicitation of unneeded mental health care.26
The President’s FY 2023 budget supports extending Medicare coverage of tele-mental health
beyond the pandemic, along with numerous other mental health initiatives and investments.
Some of these priorities include reducing barriers to care, ensuring coverage by private plans,
and delivery across state lines.27 The Senate Finance Committee also intends to propose mental
health legislation over the summer.28 In March, the committee released a report on mental health
care that dives into the impacts of the pandemic, what was done with respect to telehealth, the
urban-rural divide, and disparities in access. It signaled support for both eliminating in-person
visit requirements for mental health services and coverage of audio-only services.29
Lawmakers should follow CMS’s lead on guardrails and not rush to make permanent rules on
issues still being studied. The renewed attention on the need for better mental health care and
increasing access to care is an important development, with the caveat that the longer-term
problem of practitioner scarcity is not solved by such increases in access.
Having as much data for policymakers as possible will be essential before they rush to change
the current rules and guardrails. They need to understand who uses tele-mental health care and
when in-person visits are crucial for quality care, along with the results from studying new audioonly service-level modifiers to determine how audio-only mental health impacts quality, access,
and utilization. As with other types of care, it is also important to consider utilization, provider
incentives, and risks of fraud and abuse – which can drive up costs without improving quality.
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New Opportunities for Fraud and Abuse
With new avenues for care come more opportunities for fraud and abuse.30 Since telehealth's
entrance into the health care market, overall recoveries in health care fraud have doubled from
$2.6 billion in FY 2019 to over $5 billion in FY 2021.31
According to the American Bar Association, potential problems include up-coding time and
complexity; misrepresenting the virtual services being provided; billing for services not rendered;
and kickback schemes that spread profit from unnecessary tests, medications, and equipment.32
While there are existing statutes making these acts unlawful, there must be guardrails in place to
make misuse more difficult and easier to discover. MedPAC has already suggested some ways to
accomplish this, such as additional scrutiny to outlier clinicians who bill many more telehealth
services per beneficiary than other clinicians and prohibiting “incident-to” billing for telehealth
services provided by any clinician who can bill Medicare directly.33
MedPAC holds additional concerns with the Centers for Medicare and Medicaid Services (CMS)
allowing clinicians to provide direct supervision through audio-only telehealth, which was
originally put into place to limit COVID-19 exposure. The concerns are not only that it could limit
quality and increase spending, but also that it may impose a safety risk because with one clinician
supervising many individuals in different locations, there is an increased difficulty in addressing
urgent needs.34 This rule remains in effect until the end of the year that the PHE ends.35
Permanent coverage for audio-only communication needs to also have limitations to ensure that
it can serve as a benefit for those without access to video or in-person care, without allowing
provider preference or skimping to perpetuate inequities or gaming.36
Another concern with audio-only telehealth is its use in determining Medicare Advantage
diagnostic risk scores. Those scores are already subject to gaming and have led to vast plan
overpayment.37 The HHS Office of the Inspector General has found that in-home Health Risk
Assessments are problematic as a locus for coding intensity and MedPAC has suggested that
diagnosis from these visits be excluded from risk scores.38 Permitting diagnoses from audio-only
interactions would clearly amplify the gaming problem.
That is why a study of these communications, their evolution, and differences in care quality will
be essential. One key step taken by CMS in its 2022 Payment Policies rule was to create an audioonly claims identifier to identify mental health services delivered through telehealth.39
There is also precedent for in-person requirements as a condition for reimbursement to reduce
fraud. Such current requirements for home health services and durable medical equipment have
resulted in $2 billion in savings to Medicare between 2010 to 2019.40
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Conclusion
Health care, even beneficial care, is not free. Increases in costs are passed along to employees and
Medicare beneficiaries in the form of higher premiums and to taxpayers through additional
Medicare and Medicaid spending, higher insurance subsidies through the tax code, or more
borrowing through the national debt.
How much telehealth expansion will cost the federal government must be taken seriously. In
addition to waiting for the data and research to decide what permanent decisions to make on
telehealth authorities, having circuit breakers in the process for re-evaluating will be important
from both a regulatory standpoint and a fiscal one. A large and bipartisan group of lawmakers
have advocated for a two-year extension of telehealth waivers.41 MedPAC has also suggested this
time frame. This should be the maximum extension Congress considers, ideally including mental
health in the more limited extensions.
Because telehealth as a mode of care is here to stay, the argument that authorities need to be made
permanent in order to convince providers to invest in technology is not convincing.42 Instead, the
occasional expiration of authorities will provide policymakers the opportunity to review research
into telehealth’s impact on health care costs. That way, it will be possible to pair extensions with
other health care cost reductions. There are numerous ways to control health care costs and using
the opportunity of expanding benefits is a natural opportunity to enact cost controls.
Telehealth has become an essential tool for the delivery of health care services for millions of
Americans. Congress should take the time to develop comprehensive and sound legislation that
would improve accessibility, but provide proper safeguards that protect patients and federal
spending levels. It is ideal for short-term legislation to include components to ensure fraud
protection, include studies to gather the impact telehealth has made on health care access and
delivery, and give Congress time to further debate the issues.
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