
Physicians seeking to keep their
medical malpractice insurance
rates low are finding that one

of the best ways to control malpractice
costs is to do what automobile drivers
and homeowners do: Avoid filing a
claim whenever possible.

Among the reasons patients file
claims are the physician’s personality
and the lack of thoroughness of the
medical records, says Greg Scott,
executive vice president of Millen-
nium Insurance Co., a risk retention
group in Doylestown, Pa. Millen-
nium offers malpractice insurance to
physicians in Pennsylvania.

Simply Speaking
“A doctor who is abrasive but an
excellent clinician is more likely to
get sued, simply because people don’t
like him,” Scott explains. “Similarly,
for a doctor who does not take the
time to do a good informed-consent
discussion before a procedure or to
maintain thorough documentation, a
lawsuit will be harder to defend.”

Malpractice insurance rates typically
are set according to territory, specialty,
and claims history, all factors over
which physicians have little control,
says Wendy Levinson, MD, the vice
chair of internal medicine at the
University of Toronto Medical School.
But communication style is one of the
few factors related to malpractice costs
that physicians can control, adds
Levinson, who focuses her research on
physicians’ communication styles and
their implications for practice.

“Malpractice insurers understand
that communication style influences
claims,” Levinson explains. “In fact,
most patient complaints stem from
patients feeling that they were hur-
ried or ignored by the physician.”
Recognizing the value of good
patient-physician communication,
Northwest Physicians Mutual, an
insurer in Portland, Ore., offers pre-
mium reductions for doctors who
receive communications training.

Another medical malpractice
insurer that offers communication
training to its insured physicians is
Physicians’ Reciprocal Insurers (PRI)
of Manhasset, N.Y. The principal
reason for the training is to support
insured physicians in their practices,
explains Marjorie Thomas, senior
vice president for risk management
and underwriting for PRI (at
www.primedmal.com).

“Diagnosis and treatment rest in
large part on communicating with a
patient,” Thomas says. “We believe
(and the data support this belief) that
a physician who is better able to
communicate will find more adher-
ence to treatment. The literature
points to minimized instances of mal-
practice, and we believe it will help
to decrease the number of malprac-
tice cases.” Regulations in New York
allow insurers to offer a 5% premium
credit to physicians who complete
risk management education programs
approved by the state Department of
Insurance.

Research shows that physicians

Communication Helps
Cut Malpractice Claims

OPTIONS
PHYSICIAN PRACTICE

™

Features

Commentary
AHCs Need to 
Retool, Report Says 3

Strategy
Practice Finds
Benefits in EMR 8

Interview
Physicians May Need
New Strategies as
Reimbursement Falls,
Expert Says 13

Departments

Editorial
Studies Show 
the Effect of 
Wasted Time 2

New Technology
Why Physicians
Hesitate to 
Use EMRs 5

IMPROVING PATIENT CARE THROUGH INCREASED PRACTICE EFFICIENCY April 15, 2003

(Continued on page 10)

CONTENTS

Vis i t  www.Al lergyOpt ions .com



Neil Baum, MD
Urologist
New Orleans

Daniel Beckham
President
The Beckham Co.
Physician and Hospital Consultants
Whitefish Bay, Wis.

Thomas M. Gorey, JD
President and CEO
Policy Planning Associates
Crystal Lake, Ill.

Michael B. Guthrie, MD, MBA
Executive Vice President 
Premier, Inc. and 
Premier Practice Management
San Diego

Harold B. Kaiser, MD
Allergy & Asthma Specialists, P.A.
Minneapolis

Nathan Kaufman
President
The Kaufman Group
Division of Superior Consultant Co. Inc.
Physician and Hospital Consultants
San Diego

Paul H. Keckley
President and CEO
webEBM
Nashville, Tenn.

Peter R. Kongstvedt, MD
Partner
Cap Gemini Ernst & Young
Vienna, Va.

Richard Liliedahl, MD
National Director of Clinical Economics
Ernst & Young
San Diego, Calif.

John W. McDaniel
President and CEO 
Physician Management Group
New Orleans, La.

Lee Newcomer, MD
Executive Vice President 
Vivius Inc.
St. Louis Park, Minn.

James G. Nuckolls, MD
Medical Director
Carilion Healthcare Corp.
Roanoke, Va.

Bernard Rineberg, MD
Physician Consultant
BAR Health Strategies
New Brunswick, N.J.

Jacque Sokolov, MD
Chairman
Sokolov Schwab Bennett
Los Angeles

W.L. Douglas Townsend Jr.
Managing Director and CEO
Townsend Frew & Co., LLC
Investment Banking
Durham, N.C.

EDITORIAL ADVISORY BOARD

Studies Show the Effect of Wasted Time

Physicians waste about 55% of their time. That estimate comes from Greg N.
Korneluk, chairman of the International Council for Quality Care Inc.

(ICQC), a consulting firm in Boca Raton, Fla. In an eight-hour day, at a rate of
$3 to $4 per minute, a physician would lose the equivalent of $792 to $1,056 of
revenue each day, he says. Assuming that the average physician works 250 days
each year, Korneluk’s wasted-time calculations amount to about $200,000 of lost
revenue per year.

Time that is wasted and time that is not spent with patients can sharply limit
cash flow and income. For busy physicians and harried staff, having enough time
can mean the difference between barely getting by and being successful. With
more time, physicians can see more patients, creating the potential to increase
not only revenue, but also satisfaction for both patients and physicians as physi-
cians apply their professional knowledge productively.

In time-and-motion studies involving physicians that ICQC has done, Korneluk
has found that physicians spend too much time completing forms, looking for
charts, and dictating or making notes. Physicians can save time by completing dic-
tations while the patient is present, using electronic templates instead of dictation,
or employing a dictation assistant to record encounters.

Korneluk is not the only one who argues that physicians waste time. Marshall
O. Zaslove, MD, the author of The Successful Physician: A Productivity Handbook
for Practitioners (Gaithersburg, Md.: Aspen Publishers Inc., 1998), says that the
most significant time-wasting activities of physicians involve paperwork, inter-
ruptions, rework, unnecessary work, insufficient personal skill, clinical errors,
missing or misplaced patient information, phone calls, useless meetings, friction
with staff, time away from patients, and low energy.

Many experts believe physicians should do more at the point of care, which
means getting everything done, including paperwork and note taking for billing,
while the patient is in the office. The concepts behind point-of-care medicine
that help save time include avoiding expensive rework of denied claims;
automating patient flow and improving cash flow; documenting patient encoun-
ters while patients are present; and dispensing drugs, new disease information,
and patient educational material during patient visits.

By increasing the amount of time they have to spend with patients and com-
pleting more work at the point of care, physicians will likely increase their pro-
ductivity, reduce their overhead, and foster a more patient-friendly environ-
ment, consultants say. 
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COMMENTARY

Academic health centers need
to rationalize their financial
management, take advantage

of new technologies in education, and
demonstrate greater accountability for
what they do, according to a report
from The Commonwealth Fund in
Washington, D.C. The fund (at
www.cmwf.org) is a private founda-
tion supporting independent research
on health and social issues.

A task force that has been studying
academic health centers (AHCs)
over the past seven years recom-
mends sweeping changes in clinical
practice, research, and education at a
time when such centers are critical to
the nation’s well-being, the fund says
in a report issued in February. The
task force was formed to examine the
problems AHCs face in a changing
health care environment, and specif-
ically how AHCs can continue to
pursue their social and academic mis-
sions of providing medical education,
doing biomedical research, supplying
specialized services, and providing
indigent care.

Modernizing and Improving
The task force on AHCs says that
some of the facilities are finding it
difficult to survive in the complex
and costly environment that pre-
dominates in health care today. The
report, Envisioning the Future of
Academic Health Centers, contains
more than two dozen recommenda-
tions aimed at modernizing and
improving AHCs.

“The missions of academic health
centers are essential to maximizing
public health in the United States,”
says David Blumenthal, MD. “But
AHCs must be able to meet the
evolving needs of the American peo-
ple. They will have to learn quickly,
act expeditiously, and face change
head-on.” Blumenthal, who is execu-
tive director of the task force, is also
director of the Institute for Health
Policy at Massachusetts General
Hospital, which is affiliated with
Partners HealthCare, a large health
system in Boston.

Commenting on the report,
Stephen C. Schoenbaum, MD,
senior vice president of the
Commonwealth Fund, says that
AHCs have long been the leaders in
providing education to the nation’s
health professionals, essential spe-
cialty care to citizens, research, and
care for the underprivileged. “It is
essential that they continue to focus
on these missions, and have the
financial security to be able to
achieve them,” he adds. “Since our
nation’s health and security depend
on them, AHCs must be accountable
to the American people for accom-
plishing these missions.”

Funding at Risk
The report cautions that future fund-
ing of AHCs is at risk. In addition to
the pressures caused by rising health
care costs and an increasing number
of uninsured Americans, Medicare
reforms that are being considered by

the Bush administration could nega-
tively affect the income of AHCs,
which rely heavily on Medicare for
financial support.

To help AHCs continue to thrive
despite proposed cuts in public
health programs, the task force pro-
poses the creation of a public trust
fund to provide money specifically to
support vital AHCs. Doing so would
make the financing more account-
able, predictable, and transparent,
the report says.

In order to meet the country’s pro-
jected health care needs, the func-
tions that AHCs currently perform
must increase over time, the task
force says. Those functions include
doing research, teaching clinical
innovation, providing highly special-
ized care, and caring for the indigent.
It is not necessary to increase the
number of AHCs, the report says, as
long as other organizations can per-
form those functions.

Geographic Needs
But in certain regions (particularly in
the South and West), policy planners
should foster growth in AHC capaci-
ty because these regions have experi-
enced significant population increas-
es and there is a currently a dearth of
medical schools.

What’s more, administrators at
AHCs that have been operating for
many years should think and act
more strategically, according to the
report. They should be more respon-
sive to the needs of the communities

AHCs Need to Retool, Report Says
By Joseph Burns, Editor

“Academic health centers must be able to meet the evolving needs
of the American people. They will have to learn quickly, act expedi-
tiously, and face change head-on”

—David Blumenthal, MD, Institute for Health Policy 

(Continued on page 4)
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they serve, and they should dramati-
cally improve their internal account-
ing and financial management abili-
ties. Also, they should develop the
capabilities to measure performance
and conduct quality improvement,
the task force recommends.

In the future, most AHCs will spe-
cialize in certain missions; few will
attempt proficiency in all areas of
research, education, and clinical
care, the report predicts. Rather, they
will seek balance and diversification
among the areas they pursue and
chart their long-term agendas strate-
gically. Interdisciplinary work will be
the norm, especially in research.

Key Recommendations
The task force makes recommenda-
tions in the key areas of research,
education, clinical services, and care
for the indigent.

In the area of research, the task force
urges AHCs to bring university-based
research and innovation into the
mainstream of American health care
delivery. To do so, AHCs should
become centers of research innovation
by giving higher priority and recogni-
tion to new and traditionally under-
supported areas of biomedical science.

They also should focus on translat-
ing the results of clinical research
into everyday practice and nurture
and manage their research relation-
ships with industry in a manner that
promotes the public interest, protects
patient participants, and maintains
academic values, the report says.

In addition to improving their
research capabilities, the report says
that AHCs should increase their
focus on education. They should
incorporate into their basic educa-
tion curricula training in leadership,

team-building, continuous improve-
ment, and the measurement of clini-
cal performance. They also should be
open to training new types of health
professionals to meet changing
health care needs. 

The task force also recommends
that AHCs develop the capability to
educate students, residents, and clin-
icians online and remotely. AHCs
also should incorporate simulation in
all levels of experience, from stu-
dents’ first encounters with clinical
care to continuing education and
certification of master clinicians
while providing leadership in train-
ing a culturally competent clinical
and research work force.

In the area of clinical services,
AHCs should develop relationships
with other organizations (both acad-
emic and nonacademic) that will
help them provide optimal care and
ensure that trainees get the exposure
to a wide variety of clinical settings
that they will need to be successful in
the workplace. The task force pre-
dicts that most AHCs will focus on
providing high-technology and spe-
cialized services, although some will
specialize in primary and communi-
ty-based services. Regardless of their
focus, the task force recommends
that AHCs work to improve the safe-
ty, quality, and efficiency of the ser-
vices they provide as part of a process
that involves continual performance
improvement.

Moreover, AHCs should act deci-
sively to improve outcomes that fall
below those obtained by peer institu-
tions, or they should discontinue
those clinical services, the report
says. They also should become lead-
ers in applying information technol-
ogy to improve health care.

Care for the Indigent
One of the most important roles of
AHCs is caring for the indigent, and
the task force urges that these centers
maintain their strong commitment
to the care of the poor and under-
served by ensuring that the quality
and efficiency of care being provided
to vulnerable populations are compa-
rable to what is available to other
populations. AHCs also should work
with partners in local communities to
serve the needs of poor and indigent
patients and to adopt explicit pro-
grams to train staff at all levels to pro-
vide care that is culturally appropri-
ate and responsive to the diverse
needs of ethnically and racially var-
ied populations.

Technology Pioneers
The report is the sixth and final one
in a series of major reports that the
task force has done on AHCs. In the
first report, Leveling the Playing Field,
the task force noted the effects of
competitive health care markets on
the organizational and financial
underpinnings of AHCs. In other
reports, the task force has examined
the status of AHCs’ research mission;
the crucial role AHCs play in the
development and delivery of highly
specialized, technologically complex
medical services; the contributions
AHCs provide in delivering medical
care to indigent and uninsured
patients; and the problems and chal-
lenges AHCs face in educating the
nation’s health care work force.

To help ensure the survival of what
it calls the vital missions of AHCs,
the task force also makes public poli-
cy recommendations.
—More information on health care issues is on
our Web site (see page 16). 

(Continued from page 3)

It is essential that AHCs continue to focus on their missions, 
and have the financial security to be able to achieve them, says 
Stephen C. Schoenbaum, MD, of the Commonwealth Fund. 



About 5% of physicians are
using an EMR (electronic
medical record). Many

observers consider this number to be
startlingly small compared with the
rate of adoption of smart technologies
in other industries that have used elec-
tronic systems to achieve significant
increases in productivity. High cost, a
reduction in productivity, and con-
cerns about moving from paper to
electronic records are among the many
reasons physicians give for their hesita-
tion to make the transition to EMRs.

Other common reasons that physi-
cians do not implement EMRs in
their practices include a feeling of
discomfort about having to depend
on an EMR vendor for access to
patients’ medical records; a reluc-
tance to take the time to learn about
the different EMRs that are available,
as well as the difficulty of finding
time in a busy practice to learn how
to use an EMR; a fear of having to
type office notes rather than dictate
or write them out in long hand; and
a concern about being unable to
move patient data from paper charts
to an EMR.

These concerns are valid, so physi-
cians should carefully consider the
hurdles that may make adopting an
EMR a significant challenge. Even
so, the 5% of physicians who are
using EMRs have found that this new
technology has made it easier for
them to do their job, despite the ini-
tial hurdles. After they did the work
required to find and buy the right
EMR for their practice, got it
installed and running, and went

through the transition period when
productivity decreases, they saw an
increase in productivity and ease of use
that is not possible without an EMR.

Lessons Learned
In my practice, we have been using
the ComChart EMR since 1992, and
the lessons we have learned are useful
for other physicians.

The initial cost of the EMR soft-

ware and the requisite hardware can
be significant. In fact, the hardware
alone—a computer, a laser printer,
network components, a modem, and
other equipment for a practice of
one-to-four physicians—could cost
$10,000 to $25,000. However, many
EMR companies can help physicians
get a loan or may provide a lease-pur-
chase option to help them acquire
the necessary hardware.

The cost of the EMR software can
range from several hundred dollars to
hundreds of thousands of dollars. In
addition, physicians must pay for
training, upgrades, and a mainte-
nance contract. Although vendors
do not commonly discuss customized
programming, some practices may
need such additional work if they
want to be able to include lab and
radiology results electronically, and
custom work costs extra.

Although these costs may seem
formidable, they should be compared
with the savings that are possible as a
result of abandoning paper charts.

First, the office space allocated to
rows of chart racks can be converted
to productive office space. Second,
staffing costs can be reduced, since
the staff will spend no time looking
for lost paper charts or repeatedly fil-
ing and refiling charts each day. With
the traditional paper chart, someone
has to pull and refile the chart for
every office visit, progress note, lab or
radiology result, phone call about an

illness, prescription refill, insurance
question, and miscellaneous patient
inquiry.

In my office of one physician and
one nurse practitioner, the total num-
ber of paper charts that would have to
be pulled and refiled each week is
about 450 to 500. Based on this one
statistic alone, I would need to hire at
least an additional part-time or full-
time employee if I used paper charts in
my practice. The resulting cost savings
has paid for all the EMR hardware and
software since I abandoned paper
charts almost two years ago. 

Meeting Vendors
The purchase of an EMR will likely
result in a long-term relationship
between the physician and the EMR
vendor. For this reason, it is essential
that a physician trust the vendor to
provide high-quality service and that
the vendor have a record of providing
reliable service. It is also important
that it be clearly delineated, in writing,
who is to be responsible for network

NEW TECHNOLOGY
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An EMR system allowed one practice to
reduce its staff, and the resulting cost sav-
ings has paid for all of the hardware and
software since the practice abandoned
paper charts almost two years ago.

Why Physicians Hesitate to Use EMRs
By Hayward Zwerling, MD, FACP

Hayward Zwerling, MD, FACP, is an
endocrinologist and internist in Lowell,
Mass., and founder of ComChart Medical
Software. His email address is hzmd@com-
chart.com.

(Continued on page 6)
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problems and for EMR-related issues,
and who to call when there is uncer-
tainty about the source of a problem.

Because there is high turnover
among EMR vendors, a physician
should obtain a written guarantee that
the vendor will provide, at no cost and
upon request, a copy of the physician’s
medical records on a compact disk if
the vendor is acquired by another
company or becomes financially insol-
vent. Further, this copy of the medical
records should be in a tab-delimited
format and accompanied by a written
explanation of what type of data are on
the CD. Also, it is reasonable to ask
the vendor—either quarterly or semi-
annually—for a copy of such data.

The only alternative to reduce
dependence on a vendor is to pur-
chase an open-source EMR. An
open-source EMR gives the user full
access to the programming language,
meaning physicians would be able to
hire an independent software engi-
neer to customize the EMR based on

the physicians’ needs.
There are a couple of hundred

EMR programs on the market, rang-
ing from those that manage only
patient prescriptions, to comprehen-
sive EMRs designed to replace a solo
practitioner’s paper charts, to EMRs
that can manage the charts of large
physician groups. Therefore, before
purchasing an EMR, it is essential
that physicians define their needs
precisely and invest the time to select
the correct one for their office.

EMR Dropouts
Studies have shown that many physi-
cians abandon their newly purchased
EMRs within a year of purchase. Two
causes for this high dropout rate are
the failure of physicians to define
their needs precisely and an unwill-
ingness to invest the time necessary
to learn about the capabilities of the
EMR they have purchased. A good
EMR is complicated software that
physicians and their staff will use

innumerable times every day.
Physicians who cannot invest the
time to select the proper EMR system
for their office and to learn how to
use it should not purchase one.

Physicians sometimes abandon their
newly purchased EMRs for another
reason: Office productivity decreases
when they first begin using the EMR.
This decline in productivity is partly
the result of the learning curve
required to develop the skills neces-
sary to use complicated software
while concurrently running the prac-
tice. Another reason for the produc-
tivity decline is that the time-saving
features of an EMR are useless during
each patient’s first or second office
visit because the patient’s chart is
empty or incomplete until the physi-
cian or staff has filled in the patient
data, problem list, medications, and
other information. Another reason is
that some of the data from the paper
chart must be entered manually into
the EMR.

When a practice begins using an
EMR, entering the data will need to
be done as part of the patient’s first
office visit. At the same time, the
physician will need to listen to the
patient and manage his or her med-
ical problems. As a result, a drop in
productivity will occur regardless of
the EMR system selected. If a vendor
says otherwise, physicians should
reconsider their choice of vendor.

Making the Transition
To make the transition go as smooth-
ly as possible, physicians should
reduce the number of patients they see
per hour during the first three or four
months of using the new EMR. Based
on my experience, I recommend that
the number of office visits be reduced

NEW TECHNOLOGY

A good EMR system is complicated software. Physicians who can-
not invest the time to select the proper EMR system for their office
should not purchase one, the writer says.

Hardware Costs

The hardware alone for an EMR system could total more than $9,000
in a practice with one-to-four physicians. Here’s a breakdown:

• A computer to operate the EMR and distribute the data to client
computers in various offices ($800 to $3,000)

• Client or terminal computers ($400 to $1,000 each)
• A laser printer ($1,000 to $4,000)
• A switch that enables computers and printers to communicate with

each other ($500)
• Network wiring ($30 per computer or printer)
• A wireless network (such as Apple Computer’s Airport for $300),

instead of a switch and network wiring
• A modem ($300 or less)
• Backup hardware and software ($500).

(Continued from page 5)
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by about 20% to 25%. What’s more,
physicians should spend time learning
the EMR before going live with it,
which can be done by creating and
entering “dummy” patient data into
the charts; ordering lab tests; and
printing prescriptions, envelopes, and
copies of the chart. Scheduling the
patient visit, printing an encounter
form, creating a dummy bill, and
importing dummy lab results are other
functions that should be tested.

In essence, physicians should try to
use every feature of the program
before using the EMR with real
patients in order to avoid the dismay-
ing discovery that they do not know
how to use a particular function in
the middle of a busy office schedule.

Eliminating Typing
Another issue related to ease of use
involves typing. Many physicians
fear that they will have to type their
notes if they use an EMR. In my com-
munity, most physicians use a tran-
scription service, and if the EMR is
designed properly, a physician could
continue to use an outside transcrip-
tion service. But regardless of the
EMR involved, physicians will need
to do some typing.

An EMR that uses a voice recogni-
tion program, macros (a single key
stroke or verbal command that can
import long, prewritten notes), tem-
plate notes, touch-screen technology,
or handwriting recognition can help
minimize the need for typing. Each of
these options has advantages and dis-
advantages, and so physicians will
want to choose their EMR carefully.

When making the transition from a
paper medical record to an EMR, it
may seem instinctual to copy the
entire paper chart into the new EMR.

But old mammograms, chest x-rays,
EKGs, progress notes, and lab results
are rarely needed if more recent data
are on file. Therefore, it is unnecessary
to incorporate every piece of medical
data into the new EMR. I found that
my time could be used more efficiently
by dictating a summary note of rele-
vant past normal and abnormal test
results as part of a patient’s first EMR
note. During the first office visit, you
should also begin to fill in the patient’s
EMR flow sheet with data from the
patient’s paper chart.

Moving Data
After I started using an EMR, I kept
my patients' old charts on site for two
to three years. After about six months
of using the EMR, I rarely needed their
old paper records. After using the
EMR for two to three years, I moved
the paper charts out of my office. The
only paper records I keep are patients’
old EKGs, although I could scan them
and put them into my EMR.

I also keep notes from consulting
physicians on site for about two years.
Rather than retyping the entire note
into an EMR, my nurse practitioner
dictates a two-to-three sentence sum-
mary of it for the EMR. Using this
method, I minimize transcription
costs while ensuring that my EMR
has all the relevant information of
my patients’ consult letters. It is
extremely rare that I need to review
the original content of a consultant’s
letter. Another option is to scan
these notes into an EMR and store
them as an image or convert the
image into text with an optical char-
acter recognition program.

Fortunately, my laboratory and
radiology vendors return their results
to me electronically. If an EMR is

designed properly, the EMR can file
these data automatically, making
them accessible for searches and
analyses. Although this auto-filing
feature will save time, it is a feature
that physicians should begin using
only after they have mastered the
basics of the EMR.

A final point: When using an EMR
system, it is particularly important to
implement an automated backup
process from the first day of use.
Obviously, no physician wants to loose
all of the practice's patient records to a
hardware or software glitch. What's
more, a well-designed backup program
can help ensure that the EMR is more
tamper-proof than the traditional
paper record, an important feature in
today’s litigious environment.

Looking Ahead
Although converting from a paper
medical record to an EMR presents
all physicians with new problems, the
long-term financial benefits alone
justify making the transition.
Unfortunately, this transition cannot
be carried out successfully without
the investments in time and effort
required to make it work. Physicians
who are just beginning their practice
should make the transition now,
before they get too busy.

My experience and published data
have shown that a well-designed EMR
will help physicians not only improve
the quality of care they deliver by help-
ing them meet various guidelines, but
will also provide them with the ability
to demonstrate to third-party payers
that the quality of care they provide
exceeds that of other physicians.
—More information on physician practice
strategies is available on our Web site (see page
16).

A drop in office productivity will occur regardless of the EMR 
system selected. If a vendor says otherwise, physicians should
reconsider their choice of vendor.
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A shok Kadambi, MD, a solo
physician in Fort Wayne, Ind.,
has found that using an elec-

tronic medical record in his practice
has brought considerable organiza-
tional benefits and has helped him to
increase revenue.

The most significant benefit of
having an EMR system is the fact
that physicians can access patient
information much more readily both
in and out of the office, easing the
pressures on staff and helping to
improve patient care, says Kadambi
of Fort Wayne Endocrinology.
Kadambi uses an EMR from
Noteworthy Medical Systems Inc., a
software company in Cleveland (at
www.noteworthyms.com).

“At my former practice, we were
wasting a lot of time looking for
charts,” the physician says. “Many
times we were not able to find a
chart, and even when I got it, the
chart contained reams of paper but
only a few things that I wanted to
see. So much of the information was
basically unusable.”

Chart Access
In an ideal situation, Kadambi would
be able to locate the most relevant
information quickly, including a
problem list, allergies, and current
medications. Before using an EMR,
getting such information was cum-
bersome and time-consuming.

“With paper charts, I could spend
five minutes getting the chart pulled
and then have to flip through pages
to find what I wanted, versus spend-

ing two seconds to access a comput-
er file,” Kadambi says. In some
instances, staff can take up to an
hour to find a paper chart, he adds.

Jenney Newby, office manager and
CEO of Fort Wayne Endocrinology,
concurs. “I came from a full paper
system in my former practice serving
as head of the billing department for
an urgent care operation with 10
sites,” she says. “Any time I needed
anything, I had to pick up the phone
and call the clinic where the charts
were housed. In some practices,
locating paper charts can become
unmanageable.

“Consider that you can easily
spend five minutes or longer finding
a chart, and if you have 10 charts to
find that day, it quickly becomes an
unrealistic number to manage,”
Newby adds. “We have just one loca-
tion, but for facilities with several
offices, the time savings with an
EMR on charts alone can have a
huge impact.”

Not only does an EMR make it eas-
ier to locate a chart, it also can elimi-
nate the problem of lost charts. “With
paper systems, people lose charts,”
Newby says. “The chart is somewhere
in the office, but no one can find it.
Some practices use chart sign-out
sheets, but I’ve never seen a sign-out
sheet that worked all of the time.”

Patient Data
Having patient data available elec-
tronically through a system that
allows remote and secure access
means that the data can be available

to a physician who is out of the
office. “If I’m at home and the hospi-
tal calls with a new admission, I can
see all of my patient records,”
Kadambi explains. All of the patient
data are available via a server at the
office and can be accessed over the
Internet. “Not only can I see all my
notes on a particular patient, but also
the medications the patient is taking
and what transpired the last time I
saw the patient,” he adds. 

Access to patient data is especial-
ly useful for certain physicians, such
as ob-gyns, who are working on call
while their partners are off. In many
of these cases, decisions need to be
made quickly and there may not be
time to reach the patient’s physi-
cian.

Having data available electroni-
cally also means that Kadambi
never needs to worry about whether
a file is still being updated. If a
patient calls the day after an office
visit with questions relating to a
medication, for example, a paper
chart could still be in the billing
office. An electronic chart is avail-
able immediately. “If I get a call
from a patient who saw me yester-
day and that patient has a question
about a new medication, I can find
a record of what I did immediately,
without having to rely on memory,”
Kadambi relates.

Just as the EMR has helped to
improve physician-patient commu-
nication, it also has improved physi-
cian-staff communication. Kadambi
says that in the past, staff might

Practice Finds Benefits in EMR

(Continued on page 9)

“With paper charts, I could spend five minutes getting the chart
pulled and then have to flip through pages to find what I wanted,
versus spending two seconds to access a computer file.”

--Ashok Kadambi, MD, solo practitioner
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leave messages taped on charts that
would sit in his office until he had
the time to review them, which was
usually at the end of the day. “With
the EMR, I can access messages from
my staff throughout the day, and I
can deal with patients’ questions very
quickly,” he notes.

Financial Benefits
As with any new system, one must
look at the advantages as well as the
disadvantages. For many physicians,
one of the disadvantages of an EMR
system is the cost.

For hardware alone, Kadambi
spent about $20,000. A server and
backup system cost $7,000, and 12
workstations cost $14,000. A stan-
dard high-speed data line costs $50
per month. A technician charged
$2,000 to link the elements together
in a network, and the technician is
available for a fee for other work and

consultation. Since Kadambi’s office
is a test site for Noteworthy, the soft-
ware is free but experts say such a sys-
tem could cost $50,000 or more.

Given the results Kadambi has
seen, the system is well worth the
cost, he says, in part because the
EMR helped him survive a Medicare
audit unscathed. When Medicare
officials reviewed his charts, he was
found to be 100% compliant, he
says. A colleague using a paper-based
record system also was audited and
failed. “The potential savings gener-
ated by favorable audits are quite
substantial,” Kadambi comments.

The EMR also has had a positive
effect on practice revenue, Kadambi
says. “My outstanding receivables
over 30 days shrunk from an average
of $750,000 to $300,000, and where
we used to collect 50% on the dollar,
we are now able to collect 65%,” he
says. These improvements result

from his ability to put all necessary
information into the system while
the patient is in the examination
room. What’s more, the software
helps to ensure that all information
needed to support a particular bill is
recorded as well.

“If I do a review of symptoms for a
patient, my templates present me
with a series of questions appropriate
to my specialty,” Kadambi explains.
“I ask these questions consistently
with each patient, and it helps me to
keep from missing something. For
example, in seeing a patient with
diabetes, I want to ask questions
about coronary artery disease. That
issue could be missed if I don’t ask
the right questions.”

Since the information on bills is
accurate and complete, there is little
need to correct bills and reissue
them, Kadambi says. Newby agrees,
saying, “We now have the documen-
tation needed to support the level of
service. Our reimbursement is high-
er. It’s not upcoding; it’s being able to
prove you did render that higher
level of care.”

Data Mining
Another benefit of an EMR is the
ease of accessing records for groups of
patients. For example, paper charts
do not allow interactive searches,
making data mining difficult, says
Kadambi. But with an EMR, staff
can easily find all patients who are
taking a particular medication by
searching all records at once.

Several years ago, for instance,
the federal Food and Drug Adminis-
tration recalled a medication that
Kadambi had prescribed for some of
his patients. “There was some panic
in our office, and we were receiving
many calls from patients,” he
relates. “Our EMR system allowed

(Continued on page 12)

(Continued from page 8)

The EMR system is worth the cost, partly because it helped him 
survive a Medicare audit unscathed, Kadambi says.

Questions to Ask
There are numerous questions physicians should ask when considering

the purchase of an electronic medical records system. Ashok
Kadambi, MD, a solo practitioner in Fort Wayne, Ind., recommends that
physicians ask at least the following questions.
1. What is the full cost to buy and install the software and hardware, set

up the network, and keep it running?
2. Is the software flexible? In other words, can the physician or the physi-

cian’s staff revise the software to conform to the way the physician
practices medicine, or must the physician and staff conform to the
software?

3. How much training time would be required to get all of the features
of the software running smoothly?

4. Should the physician and staff expect to see a decline in productivity
during the implementation phase, and, if so, when will productivity
return to normal? Will there be an increase in productivity eventually? 
“It’s the ones that don’t get satisfactory answers to the above questions

that are the losers with an EMR,” says Larry Dolin, president and CEO
of Noteworthy Medical Systems Inc.                                              —DK
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who adopt good communication
strategies with their patients are less
likely to be sued for malpractice, even
in the event of an adverse outcome.

In 1993, Levinson and colleagues
conducted research on the communi-
cation patterns of surgeons and pri-
mary care doctors. The researchers
audiotaped 10 patient visits with each
of 125 physicians. Among the physi-
cians under study, half had experi-
enced at least two malpractice claims
against them, while the other half
had never had a malpractice claim.

“When the tapes were analyzed, we

found that physicians exhibited dis-
tinctly different communication pat-
terns depending on their claims his-
tory,” Levinson says. “The PCPs who
had not been sued were more likely
to facilitate patient talking, to orient
the patients on what would happen
in the process of medical care, and to
obtain more information from their
patients. In addition, their visits were
approximately three minutes longer.”

Learning to Listen
In more recent research, Levinson
collaborated with colleagues at
Harvard University to analyze the
audiotapes with a method called fil-
tered speech, in which voice tones,
but not content, are heard. “In that
analysis, we found that the surgeons
who had a dominant voice tone were
much more likely to be sued,”
Levinson notes. “The PCPs who had
a warm and interested voice tone
were less likely to be sued.”

One conclusion from this research
is that it is important for doctors to
recognize that patients do not simply
judge them on technical compe-
tence, Levinson explains. “Rather,
they judge the quality of their care

through their total experience with
the doctor,” she says. “If patients feel
that the doctor listened, truly cared,
and gave his or her best, then if
things go wrong these patients will be
much more forgiving and will not
necessarily seek retribution through
the malpractice litigation system.

“Doctors tend to overlook the real
importance of quality communica-
tion from the perspective of
patients,” Levinson continues. “We
have many interactions every day
with many different patients. But
what is routine to the physician is not

routine to a patient, who perceives
the power and importance of the
interaction to be much greater.
Physicians should recognize how
meaningful these interactions are to
their patients.”

Informed Consent
One important area for physicians
seeking to reduce the likelihood of
claims is informed consent. “In reali-
ty, what happens between doctors
and patients during an informed-
consent discussion is quite different
from what lawyers would hold up as
the standard,” says Levinson, noting
that informed decisionmaking is
much more casual in practice.

The consent discussion should
include the nature of the procedure
being considered and the risks, bene-
fits, and alternatives (including the
alternative of doing nothing), says
Susan Keane Baker, a practice man-
agement consultant in New Canaan,
Conn. Baker is the author of
Managing Patient Expectations: The
Art of Finding and Keeping Loyal
Patients (San Francisco: Jossey-Bass,
1998). “The competent adult patient
should fully realize that it is his or her

decision to proceed,” she notes.
Physicians who bypass the consent

discussion are taking an unnecessary
risk. The risk grows greater when the
consent form is replete with jargon.
“Plaintiff’s attorneys love to stand in
front of juries and read a complicated
consent form, and imply that a patient
could not understand what he or she
was agreeing to,” Baker observes.

Physicians might consider an addi-
tional line on the form that says, “I
have read and understood this form,”
Baker suggests. “A patient who has
signed this additional statement has a

more difficult challenge in proving
lack of informed consent. However, no
matter how simple the form and no
matter how many safety nets are creat-
ed by the form, consent requires a dis-
cussion, not just a signature on a form.”

Physicians can adopt several com-
munication strategies that will help
reduce the likelihood of malpractice
claims. “Discussions with patients are
important, but with so many patients
to see and so little time, physicians
can sometimes rush them,” says
Baker. “The amount of new informa-
tion that can be absorbed by an indi-
vidual at any one time varies from
person to person.” 

Risk Reduction
To reinforce what has been said,
Baker suggests that physicians con-
sider writing down the steps a patient
should take or tape record discussions
with patients (with the patient’s per-
mission) so that the patient can lis-
ten to the conversation later.

In addition, physicians should
advise patients to call if their prob-
lem worsens or if they are not satis-
fied with their progress. “Physicians
would do well to recognize that a red

(Continued from page 1)

Patients who believe the doctor listened, cared, and gave his or her
best will be more forgiving if things go wrong, researchers say.



flag is waving whenever a patient
returns with the same acute prob-
lem,” Baker continues. “Physicians
shouldn’t allow their earlier findings
or assumptions to rule their thoughts
and actions. Above all, they should
demonstrate, by sincere listening,
that they are as concerned as the
patient is. When in doubt about a
patient’s prognosis, they should
obtain or encourage the patient to
obtain a second opinion. A defense
lawyer once told me, ‘Two wrong
opinions are a lot easier to defend
than one.’ ”

Finally, physicians should retain
any evidence that the patient consid-
ered the physician-patient relation-
ship to be positive or beneficial.
“Physicians should make it a practice
to include in the chart any corre-
spondence from the patient, especially
a note of gratitude or a statement of
improved health,” Baker says. “That
kind of information can demonstrate
to a patient’s attorney that the physi-
cian wasn’t, as the patient may have
claimed, ‘Always a terrible doctor.’ ”

Adverse Events
Even if an adverse event occurs, the
physician can reduce the likelihood
of a claim. “The most important risk
management strategy that physicians

can use to reduce the likelihood of a
claim following an adverse event is to
take care of the patient’s medical
needs first and keep those needs at
the focus of every discussion,” Baker
counsels. “The patient’s needs must
be the center of every message.”

Every patient has three options in
a relationship with a physician: exit,
voice a concern, or express loyalty.
“Exit may feel more comfortable for a
patient and a physician, but may
result in litigation,” Baker notes.
“Voicing a concern may mean emo-
tional meetings and difficult ques-
tions, but indicates that the patient
wants the relationship to continue.
The patient is more likely to express
loyalty when the physician shows
ongoing concern.” The last two
options can be time-consuming for
the physician, but simply being pre-
sent and listening to a patient can
make a significant difference in han-
dling an adverse outcome, she adds.

In the first discussion after an
adverse event, physicians should pre-
pare the patient for bad news. To
start the discussion by saying, “I’m
afraid I have information that isn’t
good,” prepares the patient and
shows that the physician is not trying
to avoid the topic, Baker explains.
Then, the physician can clearly state

the adverse event that occurred.
“To prepare for a postevent meet-

ing, a physician might examine every
statement he or she intends to make,
and then ask ‘why’ five times after
each statement,” Baker says. Taking
time before a meeting to go over the
conversation will help the physician
to identify any gaps in information.
“The rehearsal aspect will help the
physician appear more confident and
authentic during the meeting,” Baker
says. When physicians don’t antici-
pate a question and struggle to find an
answer, they can appear evasive to a
patient or family members. Answers
to the ‘five whys’ help ensure that
most of the questions that will come
up have been thought through.”

Avoiding Speculation
Unfortunately, a physician may not
have an answer to every question
after an adverse event. “In that
instance, the physician should dis-
cuss what he or she knows to be true
and avoid speculating about the rest,”
Baker advises. “The physician might
write down the questions to which
there are no answers and talk with
the patient or family about the next
steps to take to find the answers.”

In summary, Baker relates how one
surgeon handled adverse events: “A
surgeon told me that one of his stan-
dard operating procedures when a
patient died (whether or not the
death was expected) was to say to
family members, ‘You may have a
question later on today, tomorrow, or
years from now. If that happens, call
me. I will always be happy to hear
from you.’ For him, this has been an
effective way to assure the family of
an ongoing relationship. And he
would rather hear a question directly
from a family member than from a
friend of the family who just happens
to be a lawyer.”
—Reported and written by Deborah J.
Neveleff, in North Potomac, Md. More infor-
mation on physician practice strategies is avail-
able on our Web site (see page 16).
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Insurer Promotes Education
Given that medical malpractice insurers have so much to gain from

preventing claims, many offer consultation and education pro-
grams for insured physicians. Physicians’ Reciprocal Insurers, in
Manhasset, N.Y., for example, says its risk management and education
programs are aimed at preventing malpractice suits. As a result of its
claims experience, it lists numerous correctable risk factors that form
the basis of its effort to teach physicians how to reduce their chances of
being sued. The risk management services include the following:
• An in-office consultation for the physician, office administrators,

and staff
• Educational seminars 
• Results of practice surveys designed to keep physicians abreast of lia-

bility issues and developments
• Telephone consultations that allow physicians to consult with risk

management and legal experts.



us to run a query to identify all of
our patients who had ever taken the
drug. Within five minutes, I had the
report in my hands.”

Yet another benefit involves mal-
practice risk reduction. A malprac-
tice case can be compromised if a
staff member changes a patient
record, and even an innocent revi-
sion to a patient’s record can create
a legal liability for a physician.

But Newby explains that the
EMR system does not allow any
changes to a patient’s records with-
out affixing a staff member’s name
to the revision. “If we amend the
patient chart, the software notes
that a change was made and by

whom,” she says.
Moreover, EMR systems will make

it easier for physicians to comply
with the Health Insurance
Portability and Accountability Act
(HIPAA). “With the EMR system,
we have an accounting of where
records were sent and to whom,”
Newby says. Many physicians are in
the midst of complying with certain
aspects of HIPAA that relate to the
security and privacy of patient
records, two issues that an EMR can
manage easily.

Vendor Selection
For a physician considering the pur-
chase of an EMR, Newby suggests a

number of questions to ask and issues
to discuss with any potential soft-
ware vendors. First, the physician
should determine what types of prac-
tices the vendor has worked with.
Vendors that have extensive experi-
ence with practices that are similar
to the physician’s are more likely to
be able to meet the physician’s needs
than are vendors that have worked
only with other types of practices.
The physician should also determine
if a support person from the vendor
will be available to talk to staff about
the system, as well as whether the
vendor can implement upgrades dur-
ing off hours or evenings.

It might also be helpful to have
more than one employee involved
in a committee to consider the pur-
chase of such an important piece of
equipment, Newby says. Physicians
should ensure that the vendors are
willing to come to the practice
when designing the system and con-
figuring the software, she adds.

Larry Dolin, president and CEO
of Noteworthy Medical Systems
Inc., advises physicians to select
EMR software carefully because
some programs can result in reduced
productivity and not all offer a
return on investment. The best
EMRs will increase productivity
and pay for themselves within about
16 months, he adds.

But for physicians who are resis-
tant to change, an EMR may not be
appropriate, Dolian advises. “It’s
not going to be a good fit for physi-
cians who have been dictating
throughout their career and who
cannot accept that an EMR may be
able to collect more relevant data
than they can do with dictation,”
Dolin says. The physicians who are
willing to try new technology may
be better off with an EMR than the
physicians who are unwilling to
change, he adds.
—Reported and written by David Kettlewell,
in Akron, Ohio. More information on practice
strategies is on our Web site (see page 16).
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Disadvantages to Consider
While electronic medical record systems offer significant benefits,

they will not solve all of a practice’s recordkeeping problems
because not all systems can readily accept all patient information. In
fact, despite the benefits of these systems, there are drawbacks physicians
should consider as well.

William Fiala, a certified coding specialist and CFO at ProMed
Analysis in Akron, Ohio, says some EMR systems seek to replace paper
records entirely, and vendors may claim that physicians can run a paper-
less office with these systems. But, in fact, a paperless system is not
entirely possible, Fiala says. Unless all organizations that the physician
group works with are willing to transmit data electronically and capable
of doing so, then paper charts will still be needed, experts say.

The Health Insurance Portability and Accountability Act may help to
eliminate paper by having all parties file data electronically, but not all
health care organizations will be in compliance with HIPAA, at least for a
number of years. “Your office receives a tremendous amount of paper data
from hospitals, labs, specialists, and other providers,” Fiala comments. “You
will either have a parallel paper record or you will need to input the out-of-
network data, usually by scanning. This out-of-network data issue is one of
the most significant impediments to practices adopting a paperless product.”

Another concern physicians should address before purchasing an
EMR is the stability of the vendor, Fiala advises. “Vendor stability is a
serious concern in the hardware and software business,” Fiala says.
“Looking at four vendors for ProMed clients, we learned two have been
sold to another vendor, one has discontinued its product, and one con-
tinues to offer the product, although it has operated for only four years.”
Physicians should make sure that if their vendor is sold, there are provi-
sions in place for safeguarding their data and supporting their software.

—DK



INTERVIEW

Q:Would you begin by telling us
how many physicians around the

country are suffering financially and
why this is happening?

A:Yes. Physicians nationwide
are not happy, and the reason

is that their business model is under
severe stress. The malpractice insur-
ance crisis, which has been in the
news quite a bit lately, is just one
component of that stress.

In general, the mathematical
equation that generates professional
income is becoming more difficult
to solve. In an average practice,
expenses are rising by 6% annually
while net revenue per patient is
increasing by just 3%. The only way
that most physicians are addressing
this problem is by seeing more
patients. However, there is a limit

to the number of patients physi-
cians are able to see, and when they
reach that limit their professional
income begins to fall.

Medicare rates were cut by 5.4%
in 2001, and regardless of what hap-
pens to rates this year, the prospects
do not look good for the immediate
future if physicians do not change
their business strategy.

Q:How can physicians change their
business strategy to achieve

financial success?

A:The bottom line is that medi-
cine is a free-market business,

and in a free-market business, the
business owners must focus their
attention on revenue, expenses, and
pricing. If they don’t do this, they will
go out of business. There are physi-
cians around the country who are
paying attention to the dollars, and
they are making a fairly good living.

The first thing physicians need to
do is to recognize that ultimately
increasing patient volume is not going
to solve their problems. That is, by
seeing more patients they are not nec-
essarily going to improve their
income, especially given the state of
Medicare reimbursement.

Rather, the most important line
item that physicians need to focus on
is collected revenue per patient visit.
Physicians need to negotiate more
strongly with payers so that they can
achieve better reimbursement per
visit. What’s more, they should stop

participating with some payers whose
reimbursement rates are too low. In
these cases, if the patients want to see
the physician, they are going to have
to pay more out of pocket to do so.

Q:Do you think patients will be
willing to pay more out of pocket

to see a particular physician?

A:Yes, in fact, they already are.
Nationwide, we are facing a

physician shortage in many special-
ties, and many physician practices
have long waiting lists. The basic
rule of economics is supply and
demand. If the supply is insufficient
to meet the demand (which is the
case in many specialties), then
prices should go up. However, the
reimbursement of physician services
has actually gone down over the last
few years. While physicians cannot
affect Medicare pricing—other
than by ceasing to treat Medicare
patients—they can influence the
terms of the contracts they negoti-
ate with commercial payers.

If a physician group that has a
high-quality practice and a solid
reputation decides to drop some of
its poorer paying contracts, the
physicians in that group will usually
see significant improvements in
both their profitability and their
lifestyle. The reason is that the
patients they do see are generating
more revenue per visit. And
because the physicians may not be
seeing as many patients as they
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“To be successful, a primary care physician must be picky when it
comes to the contracts he or she is willing to accept, keep over-
head really low, see at least three to four patients an hour, and col-
lect the copayments up front.”

Physicians May Need New Strategies
as Reimbursement Falls, Expert Says

(Continued on page 14)

Nathan Kaufman is
senior vice president for
health care strategy at
Superior Consultant
Co. in San Diego. He
consults with health care
clients on various pro-

jects, including negotiating with payers on
behalf of hospitals and physicians, struc-
turing joint ventures, and resolving dis-
putes between doctors and hospitals.
Editor in chief Richard L. Reece, MD,
discussed the market for physician services
with Kaufman.



INTERVIEW

once did, they have a little more
free time. In most markets, includ-
ing California and other places, we
have seen good physicians increase
their income by refusing to partici-
pate in contracts that are not finan-
cially viable for them.

Q:Are many physicians successful
in negotiating reasonable con-

tract terms?

A:No. Unfortunately, physicians
typically are busy focusing on

patient care and seeing more patients
in order to boost their revenue.
Because they have little experience
in negotiating contracts, they tend to
sign most contracts that come across
their desks. As a result, their income
is suffering even though they are
working harder.

One strategy that I recommend is
for physicians to create a spread-
sheet that profiles their payers by
volume and percentage discount.
Then, they should use the data from
that spreadsheet to consider termi-
nating contracts with payers that
provide low volume and that
receive high discounts.

Q:Some observers believe the
future will be more difficult for

primary care physicians than it will be
for specialists, such as orthopedic sur-
geons, neurosurgeons, and heart sur-
geons. What is your opinion?

A:Primary care physicians have
the highest overhead and the

lowest revenue per patient visit.
Therefore, primary care physicians
especially must focus on the pricing
in contracts. They should not simply
accept the prices offered by payers.
Suppose, for example, that Medicare
represents 50% of a primary care
practices’ business; those primary

care physicians should strive to get at
least 1.5 to 2 times Medicare reim-
bursement from a payer that accounts
for only 10% of the group’s business.
That’s my rule of thumb.

Again, if the group is recognized
as a quality provider and it has high
patient demand, one of the ways it
may have to achieve that increase
in price is by telling its patients,
‘Your health plan is unwilling to pay
us a fair wage, so we are now not
participating in that plan. You can
still come to see us but you will have
to pay retail rates and ask the health
plan to reimburse you.’ This step is
uncomfortable, but necessary.

The second strategy is to focus on
efficiency. Particularly in primary care
(such as pediatrics, internal medicine,
and family practice), it is essential that
the physician see at least three
patients an hour. In order to reach this
target, the office must run at an
incredibly efficient pace. What’s
more, patients must understand that
they are coming in to address a partic-
ular problem and that the doctors will
not be able to sit and chat.

The third strategy is to ensure
that the practice is collecting up
front whatever copayments are due.
In most physician practices, that
$10 or $15 copayment will cost
more to collect after the patient
leaves the office than the actual
value of the copayment itself.

In summary, to be successful, a
primary care physician must be
picky when it comes to the con-
tracts he or she is willing to accept,
keep overhead really low, see at
least three to four patients an hour,
and collect all patient copayments
up front.

Q:Is there any benefit to physicians
in promoting ancillary services?

A:Actually, one of the few areas
of relief for some specialists is

to own ancillary services, such as
surgery centers or imaging services.
Owning one of these facilities will
help, but many specialties do not
have the critical mass to own the
ancillaries that they use. Therefore,
this option is closed to them.

Q:Is there any possible relief in the
deployment of information sys-

tems and related technologies?

A:No. I do not think that physi-
cians can count on informa-

tion technology to make a real posi-
tive difference in their bottom line.
In theory, it can; but in practice I
don’t think that information tech-
nologies will significantly improve
the financial situation of physicians
in the short term.

Q:What will be the impact of the
Health Insurance Portability

and Accountability Act of 1996?

A:HIPAA is an unfunded man-
date. Not only did Medicare

cut physician compensation per
patient visit, but the act also requires
them to spend a whole lot more
money keeping their patients’ infor-
mation private. That puts even more
stress on the physicians’ business
model.

Q:It has been well documented
that we are experiencing a

shortage of specialists, particularly
those who treat Medicare patients. Is it
possible that this shortage could create
a political crisis?

A:Yes. In fact, some observers
are hoping for a political crisis

in Medicare because until there is a
crisis, the government is not going to

“Suppose, for example, that Medicare represents 50% of a primary care
practices’ business; those primary care physicians should strive to get at
least 1.5 to 2 times Medicare reimbursement from a payer that accounts
for only 10% of the group’s business. That’s my rule of thumb.”
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focus on the fact that Medicare needs
to pay physicians more per patient
visit. The only way the government
is going to get that message is for
more Medicare enrollees to have
trouble finding physicians. The
leverage that will result in political
change lies with Medicare recipients
rather than with doctors.

Q:Some physicians have created
subscription services for med-

ical care. How are these working?

A:Subscription services are
emerging to meet patient

demand for physicians. Patients pay
an annual subscription fee in
exchange for access to a physician,
who limits his or her practice to sub-
scribers and provides exceptional ser-
vice and access in return.

The success of such activities is
market specific; for example, this
model has succeeded in Florida,
Boston, Seattle, and Southern
California. Even so, this model is
kind of a fringe activity that will
work for just a few physicians. A fair-
ly high-income population is needed
to support the model. But as more
physicians will be dropping out of the
Medicare program and, by definition,
if patients want to see those physi-
cians, they’re going to have to pay
higher rates.

Currently, the delivery system is
being held together by physicians
who are accepting low market rates
for treating patients. When physi-
cians realize that the demand for
their services is in excess of supply,
we will see a change in physician
behavior.

As I said earlier, the bottom line is
that medicine is still a free-market
business. If physicians cannot pay
their rent, they will go out of busi-
ness. There is no entity or system to

bail them out. If certain physicians
can find a niche or a business model
in which they can succeed in this
free-market delivery system, more
power to them.

Q:Recently, we wrote about a
gastroenterologist who changed

his practice in order to focus on colono-
scopies. That’s his niche. Is this the
type of activity that can help physicians
become successful?

A:Yes. That gastroenterologist
probably owns his own

colonoscopy center, and that busi-
ness generates about a 40% profit
margin. So that gastroenterologist is
an entrepreneurial physician who
has found a profitable niche in the
market and is exploiting that niche.
His patients are getting good care,
and he is being rewarded for that.

Q:There is a movement toward
specialist-owned specialty hos-

pitals that perform only heart surgery
or orthopedic surgery, for example. Is
this a successful strategy physicians
might pursue?

A:The performance of these
hospitals has actually been

spotty. Some of them have done well;
some of them have done poorly.
Currently, there is a backlash from
the general hospitals against these
physician-owned hospitals. Let me
give you a few examples.

There was recently a case in
Louisiana in which a hospital said
to the local payer, ‘If you include a
certain specialist-owned surgery
center in your network, then our
hospital charges to you, the payer,
will go up.’ The surgery center took
the general hospital to court, and
basically the ruling of the Louisiana
appellate court was that it is fine for
the general hospital to use its lever-
age to encourage payers to exclude the

specialty hospital from the network.
In Ohio, when a group of ortho-

pedic surgeons was building an
orthopedic surgical hospital, the
competing general hospital consid-
ered terminating the orthopedic
surgeons’ privileges. The state legis-
lature in Ohio is considering a con-
flict-of-interest law prohibiting
physician ownership of hospitals.

So this is a strategy that is not a
sure thing and can lead to a lot of
conflict. Specialists may practice
more efficiently in specialty hospi-
tals, but local politics and economics
may not favor the strategy.

Q:Can partnerships between hos-
pitals and physicians, particu-

larly specialty physicians, alleviate
some of this financial distress?

A:Yes. For example, many hospi-
tals are willing to participate

in a joint venture with local physi-
cians in creating endoscopy, imaging,
or surgery centers. Here’s another
example: Some specialists are now
getting paid for services that they
once provided for free to the hospital,
such as coverage in the emergency
department. So there is some incre-
mental income that can come from
working with the hospital. But it will
not always be easy for physicians to
work with their local hospital
because anything the hospital pays
the physicians is going to represent
an expense on its books, and, after
all, hospitals are trying to maintain
their profitability as well. Still, many
hospitals have reasonable CEOs, and
physicians can work with them to
develop creative strategies that yield
positive results for both.
—Edited by Deborah J. Neveleff, in North
Potomac, Md. More information on physi-
cian practice strategies is available on our
Web site (see page 16).

“Some observers are hoping for a political crisis in Medicare because
until there is a crisis, the government is not going to focus on the fact
that Medicare needs to pay physicians more per patient visit.”
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P
ainstaking physician recruit-

ment, organizational efficiency,

and production-related com-

pensation are the basic strategic tools

a Texas multispeciality group uses to

increase productivity. The group,

Collom & Carney Clinic Association,

in Texarkana, Texas, pays its 71 physi-

cians 150% or more than the national

average for physician wages.

“We recruit physicians who have a

focus on high productivity,” says

Stephen B. Glenn, MD, president of

the physician-owned, multisite clin-

ic’s executive committee.

Efficiency and Quality

Too often, productivity is disparaged

as contradictory to quality care and

good patient service, according to

Walter Unger, CEO of the Stratos

Institute for Healthcare Performance

Inc. “Successful medical groups not

only deliver quality care and superb

service, they also operate highly effi-

ciently,” Unger says. His video and

media education company in Laguna

Niguel, Calif. (at www.stratosinsti-

tute.com), produced a video and les-

son guide about Collom & Carney.

The four most important elements

of success for the practice are institut-

ing a groupwide work ethic, maintain-

ing a focus on quality care, aligning

compensation to production goals, and

increasing organizational efficiency.

“Those crucial strategies establish a

culture that promotes productivity,”

says Tom Simmons, the clinic’s CEO.

Physicians need to understand those

four elements and how they relate to

their compensation, Simmons

explains. “We reward physicians for the

value of the services they provide,” he

says. “We make sure they understand

productivity goals and standards and

how the compensation plan works.

Above all, we want them to view our

reimbursement procedures as fair.”

A physician who is willing to

emphasize productivity can increase

his or her income, says Simmons. The

physicians are paid based on the vol-

ume of work they do or the number of

patients they see, he explains. “Our

physician volume is higher than indus-

try averages, so our reimbursement

model is also higher,” he notes. “Our

physicians earn more because they

work harder.”

The emphasis on hard work requires

Collom & Carney to recruit physicians

who have a work ethic that parallels

that of the group, Simmons says. “At

the initial interview, we ask the physi-

cian candidates what is important to

them, the amount of free time they

need, and how they feel about filling in

for other physicians. Their responses

tell us almost immediately whether

they will be a good fit.”

Other factors the clinic considers

when making a hiring decision

include a physician’s financial and

professional goals. It also examines

the scope and quality of the physi-

cian’s training, as well as his or her

board eligibility and certification.

The group has 450 staff, including 71

physicians, in 13 locations.
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