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Immunizations: Best Business Practices

The individual and collective 
health of children in our country 
relies on a healthcare system that 

is provided largely by private practice 
physicians. A major responsibility and 
economic liability is assumed by these 
practices to effectively administer the 
Advisory Committee on Immunization 
Practices (ACIP) recommended immu-
nization schedules. 

In the past 20 years, the complexity 
and cost of immunizations for children 
administered in a primary care offi ce 
have expanded signifi cantly. A child born 
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in 2009 will routinely receive 50 or more 
doses of 12 different vaccines protecting 
them against 16 infectious diseases by  
18 years. Private sector physicians im-
munize 84% of all children and fi nance 
about 50% of the public health effort to 
immunize all children.1 In 1995, the fed-
eral contract price to fully vaccinate a 
child with the ACIP-approved immuni-
zation schedule was $223; in 2008, that 
cost had increased to $1,105 for boys 
and $1,407 for girls, representing an in-
crease of 396% and 531%, respectively.2 
The cost to immunize children will con-
tinue to increase as newer, and usually 
more expensive, vaccines are introduced 
into the recommended schedules.

There are a number of government-
based payment mechanisms through 
which immunizations are provided for 
Medicaid and Children’s Health Insur-
ance Program (CHIP) benefi ciaries. 
Children with working parents who have 
no insurance, or insurance that does not 

cover routine immunizations, can obtain 
immunizations through the Vaccines for 
Children (VFC) program. Most of these 
(72%) are provided by private practice 
physicians, despite the fact that many 
practices lose money providing VFC vac-
cines.3 Private insurance generally pays 
at a better rate, but for many practices, in-
surance reimbursement still barely covers 
the cost of providing the immunizations. 

In addition to the direct and indirect 
costs discussed below, immunizations 
take time to administer and increase ex-
amination room occupancy time, there-
by reducing offi ce productivity.

For pediatric immunizations to con-
tinue to be provided by private practice 
physicians, this key element of routine 
well-child care needs to be a profi table 
endeavor. Profi t can be achieved with 
appropriate operational planning and im-
proved payment from public and private 
payers. It is not within the scope of this 
article to delve into all of the elements 
of a successful business practice, but we 
examine how to manage immunizations 
as an important component of a profi t-
able private practice. 

UNDERSTAND YOUR COSTS
The cost of purchasing vaccines, main-

taining inventory, administering the vac-
cines, and billing for immunizations can 
be a major expense, and it is imperative 
to understand what those costs entail to 
make sure reimbursements are adequate. 

Vaccine Costs
The actual cost per dose of each vac-

cine is going to be a major investment 
for the practice, and the variables need 
to be understood. In addition to the man-
ufacturer’s list price, there is an excise 
tax for the Vaccine Adverse Events Re-
porting System (VAERS) and, in some 
states, a sales tax. A basic list of vaccine 
prices, private and public, is regularly 
updated and posted by the Centers for 
Disease Control and Prevention (CDC).4 
It has been estimated that the vaccine-

related costs identifi ed in the Sidebar in-
crease the actual price by 17% to 28%. 
The reimbursement for each vaccine 
should at least exceed this base cost and 
should provide a margin that refl ects the 
up-front investment of up to hundreds of 
thousands of dollars for the practice. 

It is important to understand the 
method that each private insurance pro-
vider uses to reimburse for the vaccine 
cost. Some use a percentage of the Aver-
age Wholesale Price (AWP), a list that 
is compiled by various vendors for use 
by insurance carriers and is usually the 
manufacturer’s list price with a 20% to 
25% mark-up plus the VAERS excise tax. 
Most, however, use the Average Sales 
Price (ASP), which is based on quarterly 
sales prices reported by the manufactur-
ers and is usually lower than the AWP 
because of volume or other discount ar-
rangements. Unfortunately, many payers 
base their reimbursement for the cost of 
vaccine on Medicare’s formula, which is 
106% of the ASP. 

None of these payment methods re-
fl ect the expense of doses lost to spoilage 
or unpaid claims, which can be consid-
erable in view of the high cost and low 
profi t margins of many vaccines. It is 
important to know the exact payment for 
each vaccine given; pediatricians should 
not lose money administering immuni-
zations. It is worth negotiating for a bet-
ter reimbursement or using some other 
options identifi ed in this article.

Overhead Costs
In addition to the direct cost of vac-

cine purchase, there are other expenses 
incurred by providing immunizations 
that are supposed to be covered by a sep-
arate vaccine administration fee. These 
expenses are diverse and often formida-
ble, and include staff time required to or-
der vaccines and related supplies, orga-
nize vaccine storage, explain individual 
vaccine information sheets to parents, 
develop and conduct protocols to mini-
mize pain, chart vaccines administered, 

SIDEBAR. 

Components of Overhead 
Related to Providing 

Immunizations
Vaccine Related

Purchase price

Excise and other taxes

Vaccine ordering and inventory

Storage costs

Insurance costs

Wastage and non-payment

Investment costs

Administration Related
Physician work

Practice expense

– Clinical staff time

– Supplies

– Medical and storage equipment

– Educational materials

– Documentation

– Billing and collection

A worksheet for determining a practice specifi c overhead can 
be accessed at: practice.aap.org/vaccinecalculator.aspx.

•

•

•

•

•

•

•

•

•
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schedule new or subsequent vaccine vis-
its, maintain current billing information, 
and collect payments.5-9 Each physician 
has developed his or her own effi cient 
routine for discussing immunization 
with a patient and/or family, but this can 
become time-consuming, especially if 
the family is not sure they want to vac-
cinate their child. Offi ce overhead must 
be covered and is diffi cult to calculate, 
but includes a percentage of offi ce rent, 
storage equipment, monitoring devices 
(for temperature and theft), insurance 
for catastrophic loss of inventory, mal-
practice and liability insurance, systems 
for billing and collection, and informa-
tion/telecommunication technology. The 
elements of overhead specifi cally related 
to providing immunizations are listed in 
Sidebar (see page 508).

UNDERSTAND PAYMENTS
There are two components of reim-

bursement for providing immunizations 
in the physician’s offi ce in the United 
States: the cost of the vaccine and the 
administration fee. Each vaccine and 
administration procedure has a specifi c 
Current Procedural Terminology (CPT) 
code, which is attached to an ICD9 
code.10 Vaccine CPT codes may change 
from year to year or, as in the case for 
newly designated codes for combination 
vaccines, may change the way to bill and 
how to get paid. The American Medi-
cal Association (AMA) CPT and ICD9 
manuals are updated each year and may 
be purchased online at catalog.ama-assn.
org/Catalog/home.jsp.

Reimbursement for 
Vaccine Cost

VFC and state-based Universal Pur-
chase programs were created to supply 
vaccines to Medicaid, CHIP, and unin-
sured or under-insured children. Vac-
cines provided through these programs 
account for about 50% of childhood im-
munizations in the United States. These 
vaccines are purchased through special 

contracts that are deeply discounted 
and provided on a dose-use-replace-
ment basis, without any cost or profi t. 
The remainder of childhood immuniza-
tions are provided and paid for by the 
private sector.

Reimbursement for the cost of vac-
cines given in the private offi ce must not 
only cover the cost of the vaccine, but 
also help to cover the expenses associat-
ed with the overhead elements described 
above. Each insurer will reimburse a 
specifi c amount for each vaccine. These 
rates are generally identifi ed in your 
contract, and updates on the insurance 
plan’s website should refl ect changes in 
cost and payments for new vaccines. 

It is imperative to monitor the pay-
ment identifi ed on the Explanation of 
Benefi ts (EOB) to make sure of being 
paid the contracted amount. It is also 
important to negotiate with insurance 
providers for prompt reimbursement  
adjustment for any increase in a vaccine 
price. Sudden and unanticipated price 
increases for established and newly 
approved vaccines may not be entered 
into an insurer’s payment software for 
up to 6 months after routine use. This 
will defi nitely hurt the bottom line of 
all private primary care offi ces. 

The offi ce must have a preset policy 
on how to handle such situations. Some 
practices may not give newly approved 
vaccines until prompt payment is guar-
anteed by the insurance company with 
the start date identical to the price in-
crease; others may ask parents or guard-
ians to sign a waiver of insurance ben-
efi ts and pay at the time of service for 
the price difference or cost of the new 
vaccine. The options may be limited by 
the terms of the provider contract, and it 
should be reviewed carefully before tak-
ing any action. There are also families 
who will pay the stated fee for a vac-
cine out-of-pocket or through a qualifi ed 
Health Savings Account. In this circum-
stance, it is important to set a price that 
is in excess of the cost for each vaccine 

and at least matches the highest price 
paid by any insurance company, espe-
cially if there are any contracts that base 
payment on a percentage of charges. 

REIMBURSEMENT FOR VACCINE 
ADMINISTRATION FEES

In addition to adequate reimburse-
ment for vaccine costs, reimbursement 
for vaccine administration must help 
cover overhead costs and, ideally, gener-
ate a profi t. Vaccine administration fees 
have been assigned a Relative Value Unit 
(RVU) by Medicare (see Table, page 
514) in the range of about $20.92 for 
the fi rst and $10.46 for each additional 
vaccination, with slight variations be-
cause of the Resource-Based Relative 
Value Scale geographic modifi er.11

In the VFC and Universal purchase 
programs, RVUs are often based upon 
Medicaid rates, which are extremely 
variable from state to state and can be 
as low as $2 per injection.12 Payment 
for CPT administration codes by pri-
vate insurers may be even more vari-
able. In a recent study of 37 different 
health insurance plan contracts with 
seven pediatric practices, the average 
calculated vaccine administration cost 
was $11.51, while reimbursements 
varied from $8 to $24.42. However, 
many of the health plans paid less for 
the fi rst vaccine administered, and 
more than one-third of the plans (13 
of 37) paid the practices less than cost 
when two immunizations were given 
at the same visit.13

There have been several attempts at 
determining the ideal reimbursement rate 
per dose for vaccine administration, but 
Medicare rates should be the base reim-
bursement. A study of 76 private practices 
from fi ve states14 indicated a mean pay-
ment of $16.39 (range $3.87 to $26.55) 
for the fi rst shot and $11.17 (range $3.36 
to $37.20) for each additional dose, lower 
than the average Medicare administration 
reimbursement rate in all states (range 
$18.60 to $25.61).11 It is also important 

3908Libby.indd   5093908Libby.indd   509 8/3/2010   3:12:29 PM8/3/2010   3:12:29 PM



3908Libby.indd   5123908Libby.indd   512 8/3/2010   3:12:29 PM8/3/2010   3:12:29 PM



PEDIATRIC ANNALS 39:8  |  AUGUST 2010 www.PediatricSuperSite.com  |  513 

to understand the proper use of the nine 
vaccine administration CPT codes. As an 
example, pediatricians should understand 
that the “fi rst” administration codes (see 
Table, page 514) are not reserved only for 
use with the fi rst shot in a vaccine series 
— a “fi rst” administration code can be 
used for the fi rst diphtheria/tetanus/acel-
lular pertussis (DTaP) shot, as well as for 
the second, third, or fourth DTaP shots.15 
The fi rst vaccine given at every new en-
counter qualifi es for the “fi rst” adminis-
tration code. The administration fee may 
be the most important element of reim-
bursement for the practice and should be 
monitored for each payer.

Maximizing the ROI
The operational and fi nancial in-

vestments required to implement the 
recommended immunization schedule 
in the pediatric offi ce should be prof-

itable and contribute to its overall fi -
nancial stability. There are a number 
of operational issues that can help im-
prove effi ciency and reduce costs.

Operational Considerations
The offi ce staff should all be fa-

miliar with the routine immunization 
schedules and procedures. It is helpful 
to have a manual for orientation of new 
employees or questions that come up 
from staff or patient families. It should 
include the current ACIP-recommended 
immunization schedules,16 identify who 
is responsible for giving the vaccina-
tions, and clarify how vaccine informa-
tion is recorded in the patient chart. 

There should be a written protocol for 
the actual process that describes how to 
prepare and administer each vaccine.17-19 
There should also be a protocol for deal-
ing with accidental needle sticks.20,21 

Each offi ce should have one staff 
member who is responsible for vac-
cine and associated supply inventory 
and reports to the individual respon-
sible for ordering.22 Vaccine informa-
tion sheets should be available for 
each vaccine, either in printed form or 
on the practice website, and evidence 
of the conveyance of that information 
must be recorded in the patient chart.8 

Scheduling
Patient well-child visits are an im-

portant component of good care, pro-
viding physical, developmental, and 
emotional health assessments. The im-
munization schedule is superimposed 
on these visits and helps keep families 
on task and office revenues steady. 
Any office visit is an opportunity to 
provide an immunization that is due, 
as long as there is no contraindication. 
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It is also important to understand the use 
of Evaluation and Management (E&M) 
codes for vaccine-only visits. Some in-
surers will pay for E&M code 99211 
(nurse only) as well as the vaccine and 
administration CPT codes.23 It is im-
portant to identify how to maximize the 
reimbursement by understanding how 
each payer treats vaccine-only visits.

VACCINE PURCHASING
There are a number of ways to purchase 

vaccines, and it is prudent to explore what 
works best for your practice. Manufactur-
ers will sell directly to private practices, 

sometimes with volume or combination 
vaccine purchase discounts, and usually 
base the prices on catalog listings. Medical 
supply companies also sell vaccines, often 
with a variety of discount arrangements that 
may be proprietary or in connection with 
a vaccine buying group (VBG).24 Medi-
cal supply sources may be able to provide 
vaccines that are hard to obtain because of 
delays in production or distribution by the 
manufacturer. The best discounts are go-
ing to be available through a VBG, which 
will set aggregate purchasing discounts for 
large numbers of practices that are negoti-
ated with the manufacturers.

The greatest benefi t may be that the 
aggregate purchasing arrangement al-
lows a practice to order vaccines as it 
needs them and still to be eligible for 
the volume discount. The VBG provides 
discounts that are based on agreements 
with the physician offi ce and require a 
commitment to specifi c ordering pat-
terns and products. Several sole-source 
manufacturers, such as Wyeth (Pfi zer), 
do not work with VBGs. However, a 
VBG may contract with several or all 
of the manufacturers and have varying 
discount arrangements. It is worth in-
vestigating and comparing VBGs, their 

TABLE.

2009 Medicare Relative Value Units (RVU) for Immunization Administration

CPT Code and Description Physician 
Work RVUs

Practice Expense 
RVUs 

(non-facility)

Professional 
Insurance Liability 

RVUs
Total RVUs

Total RVUs x 2009 Medicare 
conversion factor (36.0666) = 

Medicare Fee

90465
Immunization administration 

younger than age 8 with physi-
cian counseling, fi rst injection

0.17 0.40 0.01 0.58 $20.92

90471
Immunization administration, 

fi rst injection
0.17 0.40 0.01 0.58 $20.92

90466
Immunization administration 

younger than age 8 with physi-
cian counseling, each additional 

injection

0.15 0.13 0.01 0.29 $10.46

90472
Immunization administration, 

each additional injection
0.15 0.13 0.01 0.29 $10.46

90467
Immunization administration 

younger than age 8 by intrana-
sal/oral route, fi rst administration

0.17 0.20 0.01 0.38 $13.71

90473
Immunization administration 
by intranasal/oral route, fi rst 

administration

0.17 0.20 0.01 0.38 $13.71

90468
Immunization administration 

younger than age 8 by intrana-
sal/oral route, each additional 

administration

0.15 0.12 0.01 0.28 $10.10

90474
Immunization administration 
by intranasal/oral route, each 

additional administration

0.15 0.09 0.01 0.25 $9.02
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contracts, discounts, and other service 
and product lines.24 

Negotiating
It is possible to negotiate with insur-

ance companies for better payment for 
vaccines, administration, or E&M codes. 
It is outside of the scope of this article, but 
it can make a difference, and it starts with 
reviewing reimbursements, especially at 
contract renewal time. If you are getting 
paid under cost for a vaccine, you need to 
address it with the insurer; there needs to 
be an immediate remedy, such as adding 
an addendum to the insurance payer con-
tract.25 The American Academy of Pedi-
atrics (AAP) offers an online course that 
guides pediatricians with tips for negoti-
ating more favorable payer contracts.26

ADDITIONAL DISCOUNT AND 
PAYMENT OPPORTUNITIES

Additional discounts on the cost of vac-
cines are available by purchasing larger 
volumes when there are special promo-
tions or sales. The manufacturer’s sales 
rep or a VBG should offer these oppor-
tunities. However, purchasing expensive 
vaccines with a bulk order may require a 
substantial bank account reserve or a low-
cost short-term loan, so make sure to fully 
understand your payment terms before 
placing large orders. Additional discounts 
are often available when ordering vaccines 
online and paying for them promptly, 
usually within 60 (occasionally 90) days. 
Many groups pay with a credit card, which 
can provide two benefi ts: extending the 
payment term another 20 to 30 days, and 
award points or rebates when using credit 
cards with those types of programs.

NOVEL APPROACHES THAT MAY 
HELP THE BOTTOM LINE

There is no foolproof way to make 
providing vaccines a profi t center in a 
practice, but there are ways to be pro-
tected from losses caused by inadequate 
payment, as well as ways to capitalize 
on your facility by providing immuniza-

tions to a large cross-section of the com-
munity. These considerations are not for 
everyone, but may have their place in 
your hierarchy of operational options.

DISCLAIMERS, WAIVERS,
AND SPECIAL SCHEDULES

One can create a document that identi-
fi es a service to provide only if the insured 
agrees to waive any claim to an insurance 
benefi t. This might occur when providing 
a newly recommended vaccine that is not 
yet reimbursed or for a vaccine that has 
been reimbursed below cost, and a guaran-
tee of payment is asked from the insured. 
It may also apply when patients request 
an alternate immunization schedule that is 
not the routine for your offi ce, and is not 
recommended because of illness or some 
other valid contraindication. In this case, if 
necessary, charge an additional fee to cover 
the nonreimbursed work required to sched-
ule and administer the immunization at 
vaccine-only visits. It is always important 
to review and understand the terms of the 
insurance provider contract before imple-
menting this kind of routine.

INFLUENZA VACCINES CLINICS
Providing infl uenza virus vaccine to 

a large number of patients can be dif-
fi cult during routine offi ce hours. Sepa-
rate infl uenza vaccine clinics can be an 
effi cient way to vaccinate and an oppor-
tunity to improve cash fl ow. These clin-
ics can be offered either during or after 
regular offi ce hours or on days and times 
when the offi ce typically is not open. It 
is important to advertise starting in July 
or August with posters around the offi ce 
and in exam rooms. Effi cient scheduling 
and staffi ng these clinics can make them 
successful, especially during a time of 
year when regular business is often slow. 
There are a number of ways to bill for 
this service, and reimbursement can vary 
with the type of insurance. It is important 
to bill for the vaccine and the administra-
tion CPT codes and, in some cases, to bill 
for a non-physician E&M code 99211.23 

One of the most diffi cult tasks in 
planning infl uenza vaccine clinics is 
anticipating the number and types of 
vaccine required for your patient pop-
ulation. Most manufacturers require 
preordering at least 6 months before 
infl uenza immunizations generally be-
gin and cannot guarantee availability or 
preferred pricing when ordered during 
the infl uenza season. 

ADULT VACCINES
It is possible to expand the service 

and business concept of the clinic by of-
fering infl uenza and other vaccines, such 
as tetanus toxoid/reduced diphtheria tox-
oid/acellular pertussis vaccine (TdaP), 
human papillomavirus (HPV) vaccine, 
or Pneumovax to parents and adult rela-
tives of patients. In this situation, get an 
informed consent signature, charge a fee 
at the time of service, and use an adult 
health screening template.27,28 

TRAVEL VACCINES
Some practices are located in areas 

where there may be signifi cant interna-
tional travel for business or pleasure. 
It is relatively easy to include routine 
pediatric vaccines and several others 
that might be given to patients and par-
ents when they come in for a scheduled 
offi ce consultation for foreign travel. 
There are several resources for vaccine 
recommendations and other types of 
advice for travelers.29,30

SEPARATE VACCINE CORPORATION
By creating a separate corporation 

with its own Federal Tax ID number for 
vaccine purchase and administration, it 
is possible to legally charge a parent 
with private insurance (not Medicaid) 
for the vaccine itself. This has been 
done in some private offi ces for infl u-
enza, hepatitis A, and meningococcal 
conjugate vaccines, which were rou-
tinely being reimbursed under cost. In 
this setup, the responsible parent/guard-
ian signs a waiver, which is dated and 

3908Libby.indd   5153908Libby.indd   515 8/3/2010   3:12:30 PM8/3/2010   3:12:30 PM



516  |  www.PediatricSuperSite.com PEDIATRIC ANNALS 39:8  |  AUGUST 2010

witnessed by one of the offi ce nurses 
or medical assistants. In addition to re-
ceiving direct payment for the vaccine 
itself, post an administration charge to 
the private insurance company to cover 
the cost of vaccine administration. This 
approach may not be permitted in some 
states. Check with your state AAP or 
business lawyer before putting such a 
plan into practice.

CONCLUSION 
Immunizations are part and parcel of 

the practice of pediatrics. They are one 
of the major success stories in the annals 
of public health because they help keep 
children healthy and safe from devastat-
ing and debilitating diseases. 

The successful integration of immuni-
zation schedules into the routine of well-
child visits helps keep families on track and 
permits the primary care physician to mon-
itor the health, growth, and development of 
patients and their families. The overhead 
in a private practice can be signifi cant and, 
with relatively low payment for CPT and 
E&M codes and few procedures, any pro-
vided service needs to be well-organized 
to be profi table. It is important for private 
practices to use the most effi cient methods 
to keep their practices fi nancially viable.
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