
The cost of diagnostic radiology is growing 20% annually, making it the fastest growing medical expense. This article discusses the 
three types of imaging providers and makes a case for contracting with a specialty network as a way to help control costs and ensure 
quality imaging for health plan members.
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Advances in diagnostic radiology 
are revolutionizing the way dis-
ease and injuries are detected, 

diagnosed and treated. Services such 
as magnetic resonance imaging (MRI) 
and computed tomography (CT) scans 
enable physicians to visualize a pa-
tient’s internal anatomy with increas-
ing clarity and exponential benefits for 
the field of medicine. Yet an unprece-
dented growth in the use of these tech-
nologies has created a huge spike in 
the cost of diagnostic imaging. 

In fact, diagnostic radiology costs—
with a 20% annual growth rate1—are 
now the fastest rising medical ex-
pense,2 increasing at twice the rate of 
prescription drugs and faster than 
overall health care spending, which is 
growing at 10% each year.3 According 
to a report by the Association of Health 
Insurance Plans, almost $100 billion a 
year is spent on imaging in the United 
States, and these costs are expected to 
double in just four years.4

To strategically manage this new 
growth area, human resources and 
benefit administrators must become 
aware of the different types of diagnos-
tic radiology providers and how they 
impact costs and quality. When tests 
are performed outside of a specialized 
network, costs are substantially higher. 
In addition, patients may lose the ben-
efit of prompt scheduling with quali-
fied, credentialed radiologists, who en-
sure quality testing that promotes 
accurate diagnosis, effective treatment 
and improved quality of care. 
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More Information

For related article summaries, see www 
.ifebp.org/diagnostics.
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Other factors are the development of 
new imaging technologies and the appli-
cation of existing technologies, such as 
the use of MRI and CT, in new areas such 
as disease and injury management. 

The aging population also is contrib-
uting to the increased utilization. For ex-
ample, the baby boom generation will re-
quire more imaging services as health 
care needs increase. 

And increasingly, consumers are de-
manding high-tech scans, such as full-
body MRIs, for prevention as well as for 
diagnosis. The growth in imaging has pre-
dominantly produced positive outcomes. 
In fact, many medical experts advise 
against analyzing diagnostic radiology 
costs through a siloed approach, as it fails 
to take into account the fact that imaging 
can actually reduce medical costs in other 
areas. For example, early diagnosis en-
ables physicians to leverage preventive 
medicine and less invasive and costly 
treatments. Besides decreasing overall 
costs, detecting disease earlier can im-
prove the prognosis. 

In short, higher radiology expenses 
may be acceptable if these services are 
appropriately performed and lead to a re-
duction in other, even more expensive 
services later on. Unfortunately, esti-
mates from America’s Health Insurance 
Plans (AHIP) suggest that a full third of 
imaging procedures are inappropriate, 
costing the country from $3 billion to $10 
billion annually.7

Three Types of Diagnostic 
Radiology Providers

Generally, three types of providers per-
form diagnostic radiology services, and 
each differs in regard to its impact on cost 
and quality. Benefit administrators must 
be aware of the three types so that they 
can evaluate the providers’ quality stan-
dards and cost savings.

Some health plan programs perform 
upwards of 80% of their imaging exams in 
hospital imaging centers, which are high 
in quality, but also very expensive. These 
services generally cost 30% to 50% more 
than the rates charged by freestanding 
imaging centers. Most patients can be re-
ferred to an equally qualified, yet more 
cost-effective, provider in a freestanding 
setting.

The New Frontier  
for Managed Services

Medical inflation has always been a 
key concern for employers; today, the 
need to control medical costs is even 
more urgent. Radiology is one of the few 
categories of care where employers can 
quickly and directly impact costs. From a 
benefit management perspective, there 
are radiology management solutions that 
save employers, health plans and patients 
money without the hassle of having to 
change programs, reduce benefits or 
transfer costs to plan members. 

If it’s that easy, why aren’t more em-
ployers implementing these programs? 
Lack of awareness is one reason. Many 
plan administrators do not realize how 
much their plans spend on diagnostic ra-
diology services or how to improve proc-
esses to ensure use of quality providers or 
capture savings. Simple, turnkey strategies 
can improve the diagnostic management 
and referral process in order to optimize 
savings, efficiency and quality of care. 

When the costs for prescription drugs 
and hospital services escalated, benefit 
plan administrators incorporated man-
agement strategies to control costs. The 
increasing costs of diagnostic radiology 
make it a new frontier that employers 
need to manage. Careful selection and 
proper use of the right provider network 
can save as much as 50-60% on each test. 

What’s Driving Increased 
Utilization of Diagnostic 

Radiology?

According to a recent report by the 
General Accountability Office (GAO), the 
total number of imaging procedures grew 
by about 40% from 2000 to 2005 and is 
projected to grow by another 26% by 
2008, resulting in nearly half a million 
procedures performed each year.5 Much 
of today’s growth is also attributed to the 
significant increase in the sheer number 
of radiology providers, which has grown 
52% between 1999 and 2005.6

Several factors are driving increased 
utilization. Many doctors believe that di-
agnostic radiology leads to better medi-
cine. Advanced imaging provides fast, 
comprehensive information on which to 
base an accurate diagnosis and enables 
physicians to create an effective treat-
ment plan.
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imaging technologies. An advanced, high-
quality diagnostic radiology network 
should possess the following criteria:

•	 Broad geographic coverage, so that 
tests can be scheduled at a location 
that is convenient to where patients 
live and work

•	 A rigorous credentialing process 
that meets or exceeds the National 
Committee for Quality Assurance 
(NCQA) standards and uses Ameri-
can Medical Association (AMA) and 
National Practitioner Data Bank 
(NPDB) sources to verify profes-
sional credentials, licensure and 
memberships

•	 ACR accreditation for the majority 
of providers, ensuring that the phy-
sicians supervising and interpreting 
medical imaging meet stringent ed-
ucation and training standards. For 
facilities that are not accredited, the 
network should perform a quality 
audit as part of its rigorous creden-
tialing process.

•	 Rates that represent substantial sav-
ings, approximately 50% to 60% on 
each test

In both of these scenarios, payers find 
themselves overpaying for tests that are 
too expensive, poor in quality and/or not 
medically necessary.

There are ways to reduce the costs of 
diagnostic radiology services, avoid un-
necessary utilization and ensure that pa-
tients receive services from qualified pro-
viders.

Specialty Networks

Specialized networks offer nationwide 
access to thousands of qualified, creden-
tialed radiology providers who consis-
tently perform quality tests and provide 
accurate test interpretations. These pro-
fessionals constitute the third type of 
freestanding diagnostic radiology provid-
ers. The key differentiator between a spe-
cialty network and a traditional provider 
organization is its focus and expertise in 
imaging services.

Specialty networks are credentialed 
based on clinical standards, such as those 
of the American College of Radiology (ACR), 
which have established guidelines to en-
sure the most appropriate use of advanced 

In June 2008, GAO released a report, 
“Medicare Part B Imaging Services,” 
which documented a dramatic increase in 
imaging services performed in physician 
offices. This is a major concern in regard 
to appropriate use of radiology services.

In the past, radiology equipment was 
found in a limited setting. Now, high-tech 
imaging technology can be easily pur-
chased or leased from machine manufac-
turers. With the costs of imaging equip-
ment running as high as $2 million, 
physicians have a strong financial incen-
tive to use the equipment and recoup in-
vestments over time.

As a result, the Centers for Medicare 
and Medicaid Services and many com-
mercial payers have identified a growing 
trend of self-referrals that is a leading 
cause of inappropriate utilization, soaring 
expenses and questionable quality. Physi-
cians who self-refer patients for imaging 
used these services as much as 2.29 times 
more often per episode of care than phy-
sicians who referred patients to radiolo-
gists.8 Over a six-year period, Medicare’s 
spending on in-office medical imaging 
rose from 58% to 64%.9
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Additional Considerations

Recent reports on diagnostic imaging 
trends in the United States have alerted 
health care stakeholders about quality, 
safety and cost issues with these services.  
Employers should find out what type of 
radiology management program their 
benefit administrators have in place. Are 
they leveraging a specialty diagnostic net-
work? If not, implementation is easy for 
both the employer and administrator, and 
most importantly, for plan members. In 
many cases, members simply receive ed-
ucational information about the specialty 
network along with the toll-free number 
to the scheduling center. The telephone 
number typically is printed on the mem-
ber’s health plan identification card. B&C
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which providers provide the highest 
quality of services or the possible 
consequences—incorrectly inter-
preted tests, delays from tests that 
must be redone, delays in treat-
ment—that can result when a pro-
vider does not meet appropriate 
standards.

•	 Consumers have no reference or 
clear information to determine an 
appropriate price for these services. 
The complex nature of pricing for 
medical services makes it difficult 
to know exactly what they are get-
ting for their dollars.

•	 Patients can’t tell how to select a 
provider that offers convenience 
and customer services, such as 
scheduling services and tools that 
streamline the referral and follow-
up process, and staff who can 
quickly identify quality providers 
that are conveniently located to the 
patient and can schedule tests 
within 24 hours of the call.

•	 Patients have no way of knowing 
the speed or efficiency with which 
the diagnostic radiology provider 
delivers test results and reports to 
the referring physician so that the 
test can be acted upon, nor can 
they tell if the report will be accu-
rate and clear. 

•	 Finally, members will not realize 
that the scheduling center also 
serves as a patient advocacy pro-
gram, helping to identify special 
needs members may have. For ex-
ample, if the patient is overweight, 
the scheduling agent will help iden-
tify a facility with special imaging 
equipment, or if the patient is 
claustrophobic, the agent will notify 
the imaging facility that sedation 
may be required.

•	 Network admittance criteria that 
ensures that equipment is up to 
date and properly maintained.

In addition to quality standards and at-
tractive pricing, the network should also 
demonstrate the ability to assist patients 
on provider access and with a superior 
scheduling capability.

When benefit administrators use spe-
cialty networks, they ensure that their 
plan members are referred to qualified 
providers, which ultimately leads to qual-
ity care and optimal savings for all stake-
holders.

That’s the ideal scenario. In reality, it’s 
estimated that more than 90% of diagnos-
tic tests are scheduled without the benefit 
of these types of specialty networks. This 
means that third-party administrators 
and their employer clients are not realiz-
ing the cost, quality and convenience 
benefits these networks offer. Further-
more, these “out-of-network” tests add 
costs to the bottom line and may nega-
tively impact patient care.

It behooves a plan sponsor to investi-
gate how its diagnostic radiology services 
are being channeled, so that it can save 
money and improve the quality of care 
members receive.

Plan sponsors aren’t the only ones who 
benefit from a well-managed diagnostic 
radiology program. Patients also receive 
the advantages of cost savings and the 
improved quality of these services when a 
specialty network is deployed.

Consumer-Driven 
Considerations

Both plan sponsors and members are 
increasingly opting for higher copays and 
higher deductibles to lower the cost of 
health insurance. The growing popularity 
of consumer-driven health plans and 
health savings accounts means that 
members may also be paying more out of 
pocket for health care.

Consequently, consumers have a 
greater stake in using services cost-effec-
tively. However, for them to make good 
purchasing decisions for diagnostic radi-
ology and other health care services, sev-
eral hurdles must be overcome.

•	 Consumers have a hard time find-
ing information to distinguish and 
select quality radiology providers on 
their own.

•	 They don’t know how to determine 
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