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Abstract

Artificial	 intelligence	 (AI)	 is	 rapidly	 transforming	 the	 healthcare	 landscape,	 and	 its
integration	into	telemedicine	promises	to	enhance	diagnostic	accuracy,...
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Artificial	 intelligence	 (AI)	 is	 rapidly	 transforming	 the	 healthcare	 landscape,
and	its	integration	into	telemedicine	promises	to	enhance	diagnostic	accuracy,
improve	patient	outcomes,	and	increase	the	efficiency	of	healthcare	delivery.
From	 AI-powered	 analysis	 of	 medical	 images	 to	 predictive	 algorithms	 that
identify	 at-risk	 patients,	 the	 potential	 is	 immense.	However,	 the	widespread
adoption	 of	 these	 innovative	 technologies	 is	 significantly	 hampered	 by	 a
critical,	 yet	 often	 overlooked,	 obstacle:	 reimbursement.	 For	 health
professionals	 eager	 to	 leverage	AI	 in	 their	 telemedicine	 practice,	 navigating
the	complex	and	often	archaic	world	of	reimbursement	presents	a	formidable
challenge.	 Without	 clear	 and	 adequate	 payment	 pathways,	 the	 financial
viability	of	 investing	 in	and	utilizing	 these	powerful	 tools	 remains	uncertain,
slowing	the	pace	of	innovation	and	equitable	access	to	care.

The	 Current	 Reimbursement	 Landscape:	 A	 Patchwork	 of	 Codes	 and
Policies

The	existing	reimbursement	framework	in	healthcare	was	primarily	designed
for	discrete,	 in-person	medical	 services.	As	 such,	 it	 is	 ill-equipped	 to	handle
the	novel	capabilities	of	AI	in	telemedicine.	Currently,	providers	attempting	to
get	reimbursed	for	AI-driven	services	must	navigate	a	patchwork	of	temporary
solutions	and	codes	not	originally	intended	for	this	purpose.	The	U.S.	Centers
for	Medicare	&	Medicaid	Services	(CMS)	has	made	some	strides,	introducing
specific	 Common	 Procedural	 Terminology	 (CPT)	 codes	 and	New	 Technology
Add-On	 Payments	 (NTAP)	 for	 certain	 AI	 devices	 [1].	 For	 instance,	 NTAP
payments	provide	additional	reimbursement	to	hospitals	for	new	technologies
that	 demonstrate	 a	 substantial	 clinical	 benefit,	 helping	 to	 offset	 the	 initial



costs	 of	 adoption.	 However,	 these	 mechanisms	 are	 far	 from	 comprehensive
and	often	come	with	significant	limitations,	such	as	being	restricted	to	specific
clinical	 settings	 or	 patient	 populations.	 This	 creates	 a	 confusing	 and
inconsistent	 reimbursement	 environment	 that	 varies	 significantly	 between
payers	 and	 geographic	 locations,	 making	 it	 difficult	 for	 healthcare
organizations	 to	 develop	 sustainable	 business	 models	 around	 AI-powered
telemedicine.

Key	Reimbursement	Challenges

Several	 fundamental	 challenges	 stand	 in	 the	 way	 of	 establishing	 a	 robust
reimbursement	system	for	AI	 in	telemedicine.	A	primary	 issue	 is	the	 lack	of
standardized	 coding.	 Without	 specific	 CPT	 codes	 that	 accurately	 describe
the	work	involved	in	using	AI	tools,	providers	are	often	forced	to	use	existing,
ill-fitting	 codes	 or	 are	 unable	 to	 bill	 for	 these	 services	 at	 all.	 This	 not	 only
leads	 to	 revenue	 loss	 but	 also	 fails	 to	 generate	 the	 data	 needed	 to
demonstrate	the	value	and	utilization	of	these	technologies	to	payers.

Furthermore,	payers	are	increasingly	demanding	strong	evidence	of	clinical
and	 economic	 value	 before	 they	 agree	 to	 cover	 new	 technologies.	 While
many	AI	 tools	show	promise	 in	clinical	 trials,	 translating	 this	 into	 real-world
evidence	that	demonstrates	improved	patient	outcomes	and	cost	savings	is	a
significant	undertaking	 [2].	The	 traditional	 fee-for-service	model,	which	pays
for	 volume	 rather	 than	 value,	 is	 particularly	 poorly	 suited	 to	 capturing	 the
long-term	 benefits	 of	 AI,	 such	 as	 disease	 prevention	 and	 improved	 chronic
care	 management.	 This	 misalignment	 creates	 a	 disincentive	 for	 both
developers	and	providers	to	invest	in	technologies	whose	primary	benefits	are
not	immediately	reflected	in	billable	services.

Regulatory	hurdles	also	play	a	significant	role.	The	classification	of	many	AI
applications	as	medical	devices	by	regulatory	bodies	 like	the	FDA	requires	a
rigorous	 and	 often	 lengthy	 approval	 process.	 While	 essential	 for	 ensuring
patient	 safety,	 this	 can	 delay	 the	 entry	 of	 new	 technologies	 into	 the	market
and	increase	development	costs,	which	are	then	passed	on	to	the	healthcare
system.	Coupled	with	concerns	around	data	privacy	and	security,	particularly
compliance	 with	 regulations	 like	 HIPAA,	 the	 path	 to	 market	 for	 AI
telemedicine	solutions	is	fraught	with	complexity.

The	Path	Forward:	Innovating	Reimbursement	Models

To	unlock	the	full	potential	of	AI	 in	telemedicine,	a	fundamental	shift	 in	how
we	 think	about	 reimbursement	 is	 required.	The	 focus	must	move	away	 from
volume-based	 payments	 towards	 models	 that	 reward	 value	 and	 outcomes.
Several	 innovative	 approaches	 are	 being	 explored.	 Value-based	 payment
models,	 which	 tie	 reimbursement	 to	 the	 achievement	 of	 specific	 quality
metrics	and	patient	outcomes,	are	a	promising	alternative.	For	example,	an	AI
system	that	reduces	hospital	readmission	rates	 for	a	specific	condition	could
be	rewarded	with	a	share	of	the	savings	generated	[2].

Bundled	payments,	where	a	single	payment	is	made	for	all	services	related
to	 a	 specific	 episode	 of	 care,	 could	 also	 encourage	 the	 adoption	 of	 cost-
effective	AI	technologies.	If	an	AI	tool	can	reduce	the	overall	cost	of	care	for	a



given	 condition	 while	 maintaining	 or	 improving	 quality,	 providers	 would	 be
financially	 incentivized	 to	 use	 it.	 Additionally,	 time-limited	 add-on
payments	could	provide	a	temporary	bridge	to	facilitate	the	adoption	of	new
and	promising	AI	technologies,	allowing	for	the	collection	of	real-world	data	to
inform	long-term	coverage	decisions	[1].

Conclusion

The	 integration	 of	 artificial	 intelligence	 into	 telemedicine	holds	 the	 key	 to	 a
more	efficient,	effective,	and	accessible	healthcare	future.	However,	without	a
clear	 and	 supportive	 reimbursement	 framework,	 this	 potential	 will	 remain
largely	untapped.	The	current	system,	with	its	fragmented	codes	and	focus	on
volume	over	value,	presents	a	significant	barrier	to	adoption.	Moving	forward,
a	 collaborative	 effort	 between	healthcare	 providers,	 payers,	 developers,	 and
policymakers	 is	 essential	 to	 create	 innovative,	 value-driven	 reimbursement
models.	By	aligning	 financial	 incentives	with	 improved	patient	outcomes,	we
can	 pave	 the	 way	 for	 the	 widespread	 and	 sustainable	 integration	 of	 AI	 in
telemedicine,	 ultimately	 benefiting	 patients	 and	 the	 healthcare	 system	 as	 a
whole.

Rasit	Dinc	Digital	Health	&	AI	Research

https://rasitdinc.com

©	2019	Rasit	Dinc


