
OPTIONS
PHYSICIAN PRACTICE

™

EDITORIAL

Studies Show EMRs Have Promise    2 

STRATEGY

Pursuing Perfection to Transform Care    3

COMMENTARY

Act May Help Rural Doctors Succeed    6

HEALTH POLICY

Will New Rules Improve the System?   9

PRACTICE MANAGEMENT

Strategies Needed to Retain Physicians    11

TECHNOLOGY

Report Offers Lessons in Technology    14

IMPROVING PATIENT CARE THROUGH INCREASED PRACTICE EFFICIENCY

April 2004

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, PhD
Senior Adviser
EBM Solutions
Nashville, Tenn.

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

John W. McDaniel
President and CEO 
Physician Management Group
Tuscaloosa, Ala.

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.

James M. Schibanoff, MD
Editor in chief
Milliman Care Guidelines
Milliman USA
San Diego

Jacque Sokolov, MD
Chairman
Sokolov, Sokolov, Burgess
Scottsdale, Ariz.

EDITORIAL ADVISORY BOARD

2 Practice Options/April 2004

Richard L. Reece, MD
Editor in chief
Phone: 860/395-1501
Fax: 860/395-1512
E-mail: Rreece@premierhealthcare.com

This newsletter is published by Premier Healthcare Resource, Inc., Morristown, N.J. 

© Copyright strictly reserved. This newsletter may not be reproduced in whole or in part without the
written permission of Premier Healthcare Resource, Inc. The advice and opinions in this publication are
not necessarily those of the editor, advisory board, publishing staff, or the views of Premier Healthcare
Resource, Inc., but instead are exclusively the opinions of the authors. Readers are urged to seek individ-
ual counsel and advice for their unique experiences.

Publisher
Premier Healthcare Resource, Inc.
150 Washington St.
Morristown, NJ 07960
888/457-8800; Fax: 973/682-9077 
publisher@premierhealthcare.com

Editor
Joseph Burns
508/495-0246
editor@premierhealthcare.com

Studies Show EMRs Have Promise

Physicians have generally been reluctant to install electronic medical record
systems in their office, in part because the cost is prohibitive. But some

physicians are getting a significant return on their investment in an EMR.
In the first year after it implemented an EMR, the Central Utah Multi-

Specialty Clinic, in Provo, had significant savings and increased revenue. Even
greater savings came over five years as a result of reducing administrative support
staff and cutting dictation costs. CUMC also improved quality and patient care
while increasing revenue as a result of improved coding compliance, according to
“The Economic Effect of Implementing an EMR in an Outpatient Clinical
Setting,” an article in the winter issue of the Journal of Healthcare Information
Management. CUMC, the largest independent multispecialty group in Utah, used
the TouchWorks EMR from Allscripts Healthcare Solutions in Libertyville, Ill.

The authors of the article calculated that the practice saved $952,000 in the
first year after EMR implementation and $8.2 million over five years. Included
in these figures were the savings from having fewer full-time employees in the
chart room, saving $61,692 in the first year and $376,634 after five years, and
savings on transcriptions costs of $380,000 in the first year and $4.6 million after
five years. The group also said that due to improved coding, income rose by
$103,059 in the first year and would rise by almost $1.8 million after five years.

Mark Leavitt, MD, PhD, medical director and director of ambulatory care for
the Healthcare Information and Management Systems Society, in Chicago, has
said that he believes EMRs will spread rapidly in ambulatory care over the next
few years for several reasons. Not only is the cost of hardware and software drop-
ping, he says, it is now possible to connect the EMRs in physicians’ offices with
computers in hospitals and at insurance companies, making the physicians’
EMRs more useful and cost-effective. What’s more, Leavitt adds, physicians are
becoming more computer literate and are thus more likely now to embrace tech-
nology than they were in the past. 

Physicians are correct to ask about the return on investment they will get from
such an expensive purchase, Leavitt says. He notes that physicians in both small
and large offices can benefit: Physicians operating in a two- or three-physician
office who are still dictating notes and having them transcribed will see a return,
he says, while physicians in larger offices will see an even greater return. Leavitt,
who once worked in a practice with 150 physicians and 50 medical record spe-
cialists, observes: “With the EMR, you don’t need those 50 people.”

The bottom line is: Transitioning to EMRs may be a costly investment, but—
as CUMC has found—that investment provides the potential for significant 
savings, increased revenue, improved quality, and better patient care. 
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Anumber of reports over the
past few years have shown
the health care system to be

somewhat error prone, so it is infor-
mative to see how one organization is
seeking to improve how it delivers
care to its patients.

In 2001, HealthPartners was one of
seven health care organizations in
the United States chosen to partici-
pate in the Pursuing Perfection ini-
tiative of the Robert Wood Johnson
Foundation, a philanthropy in
Princeton, N.J. With a grant of $1.9
million from RWJ, HealthPartners is
instituting changes to ensure that
care is safe, effective, patient-cen-
tered, timely, efficient, and equitable.

HealthPartners, in Minneapolis, is
a family of nonprofit, consumer-gov-
erned health care organizations that
includes a 671,000-member health
plan, a 427-bed teaching hospital,
and the HealthPartners Medical
Group, which operates more than 30
primary care and specialty clinics and
includes 570 physicians practicing in
35 medical and surgical specialties.

Under the direction of Mary K.
Brainerd, president and chief execu-
tive officer, Pursuing Perfection
encompasses hundreds of initiatives.
To pursue perfection, HealthPartners
aims to transform itself and its deliv-
ery of care by focusing on the care
process, the culture and structure of
the organization, and the environ-
ment of the health care system.

Care Process Redesign
The centerpiece of HealthPartners’
efforts to transform the care process
involves implementing a planned
care model with prepared practice
teams. Members of the team, which
includes physicians, registered nurses,
licensed practical nurses, and clerical
staff, work together to help patients

manage their health. 
“The essence of the new model is

to have prepared practice teams
interact with activated, informed
patients in continuous healing rela-
tionships that are supported by the
ongoing availability of health infor-
mation for interactive, real-time
application and sharing of knowl-
edge,” explains Brainerd.

The teams build relationships with
patients and coordinate care across
all settings in a systematic process
that encompasses four continuous
phases of engagement with patients:
1. Previsit: the time when the health

risk or need for services is first rec-
ognized and the patient contacts a
clinic

2. Visit: the time from the patient’s
check-in to departure

3. Postvisit: the time from departure
to the completion of the care plan
that was established during the visit 

4. Between visits: the time from com-
pletion of the care plan to the next
previsit.
“The planned care model with pre-

pared practice teams puts the patient
at the center,” says Brainerd. “Teams
develop care processes focused on the
right team member doing the right
task at the right time at the right
stage of an ongoing care process that
continuously engages the patient.”

Teams follow a basic set of rules.
First: Patient care is designed to meet a
patient’s needs and respond to that

patient’s values, preferences, and
choices. Second: Patients experience
proactive care, not just reactive assis-
tance. Third: Teams implement best-
practice guidelines. Fourth: A team’s
work is organized around the processes
of previsit, visit, postvisit, and between
visits. Fifth: Team members cooperate
and coordinate their work with one
another and with the patient.

With support from the Pursuing
Perfection grant, in 2002 Health-
Partners developed a pilot program
for the new model at three medical
group clinics. In April and October
2003, HealthPartners conducted 
sessions to introduce the model and
prepared practice teams beyond the
pilot sites. Today, 87% of all primary

care physicians are in prepared prac-
tice teams, and all potential 208
teams are in place at 32 clinics.

Prepared practice teams are con-
verting guidelines into practical pro-
tocols. For example, the behavioral
health team at HealthPartners West
Clinic consistently uses one depres-
sion screening tool, specially trained
nurses contact patients between vis-
its, and the team ensures that patients
stay on their treatment plans.

Transforming Culture
To be successful in transforming
HealthPartners, Brainerd believes 
it is critical to engage all 9,800
HealthPartners employees. To raise
awareness, understanding, and sup-

Pursuing Perfection to Transform Care
By Richard L. Reece, MD, editor in chief

To dramatize how the current health system
fails patients, their families, and health pro-
fessionals, HealthPartners commissioned a
playwright to develop a theater-based train-
ing program to present to all its employees.

(Continued on page 4)



port, HealthPartners commissioned
Minneapolis playwright Syl Jones to
develop a theater-based training pro-
gram to present to all employees. The
performance dramatizes how the cur-
rent health system fails not only
patients and their families but also
health professionals. HealthPartners
has also developed new communica-
tion tools and technology to support
culture change.

Leadership training is an integral
part of Pursuing Perfection. The
organization began an enterprisewide
campaign and training program to
build leadership skills, foster respect
in employee interactions with
patients and members, and develop
respectful workplace interactions
among staff.

The organization’s structure includes
information technology infrastructure
that supports change, especially in care

processes. Accordingly, under Pursuing
Perfection, HealthPartners accelerated
electronic medical record implemen-
tation. Today, 3,800 users at 24 loca-
tions, including all HealthPartners
Medical Group physicians and nurses,
have EMR access.

EMR implementation supports
clinical process transformation and
the new care model. First, most guide-
lines are now automated for evi-
denced-based, best-practice care.
Based on the patient’s signs and symp-
toms, the EMR presents a best-prac-
tice alert with a summary of the
guideline and an explanation that
physicians can discuss with patients.
If a physician chooses the guideline, a
complete order takes a few mouse
clicks, and relevant patient education
materials also can be printed.

Second, to enhance patient safety,
the system provides real-time med-

ication interaction alerts when physi-
cians enter orders for medications.
Third, patient registries are now indi-
vidualized and patient-centered.
Previously, HealthPartners provided
clinics with separate data files with
diagnosis-specific patient registries so
that clinicians could identify patients
with conditions such as diabetes and
cardiovascular disease. But patients
with multiple diagnoses were listed
separately on different registries.

Fourth, visit summaries for patients
explain their conditions, document
the care provided that day, and sum-
marize follow-up steps. The EMR
thereby facilitates patient responsi-
bility in the planned care model.

In February, HealthPartners
launched its e-Care initiatives to
allow patients to do online appoint-
ment scheduling and to pick their
clinic, physician, and date and time
of appointments for primary care.

The System Environment
No single health care organization can
transform itself without dealing with
the health system environment, and
HealthPartners supports change, par-
ticularly in the area of provider reim-
bursement. “Reimbursement is a major
barrier to quality improvement,” notes
Brainerd. “Since we traditionally pay
for a process of care consisting of units
of service, there is no direct relation-
ship between what providers are paid
and improving care processes, ensuring
implementation of best practices, or
achieving specific outcomes.”

HealthPartners structures its finan-
cial rewards for quality through Pay for
Performance (PFP), which includes
two main elements: the Outcomes
Recognition Program (ORP), and
Payment for Quality (PFQ). 

To improve clinical processes and
achieve better outcomes, the commit-
ment of PCPs is essential, in part
because they are on the front lines of
care delivery. ORP, initiated in 1997,
offers bonus awards to primary care
clinics that achieve superior results in
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IOM Provides Impetus 
for Pursuing Perfection
In 2001, the Institute of Medicine issued a ground-breaking report,

Crossing the Quality Chasm: A New Health System for the 21st Century.
“The report pointed to not just a gap but a chasm between the quality
of care we now have and the quality of care we want and could have,”
says Mary K. Brainerd, president and CEO of HealthPartners. “It stat-
ed that poor quality is not due to the absence of effective treatments or
to any lack of knowledge about them. The chasm is a systems problem.”

Disjointed care systems and ineffective processes impede physicians
by erecting barriers to putting effective standards of care into practice.
IOM called for fundamental change in the nation’s ailing health care
system. It challenged stakeholders to transform care systems and ensure
that health care is safe, effective, patient-centered, timely, efficient,
and equitable.

The authors of the report partnered with the Robert Wood Johnson
Foundation and the Institute for Healthcare Improvement to support
provider organizations in transforming themselves based on IOM prin-
ciples. In 2001, the foundation and IHI announced Pursuing
Perfection, a $20.9 million initiative. The first phase began in 2001,
with distribution of $50,000 planning grants to 12 organizations. In
2002, seven finalists, including HealthPartners, each received two-year,
$1.9 million grants to implement restructuring plans and to share their
work with health care organizations across the nation.

(Continued from page 3)



effectively promoting health and pre-
venting disease, based on Health-
Partners’ quality goals. Annual finan-
cial bonuses are tied to targets that
HealthPartners assesses and adjusts
annually to keep incentives aligned
and to sustain continuous progress
toward priority health goals for its
members. Since 1997, ORP bonus
awards have totaled some $2.9 million.

To complement ORP, Health-
Partners started PFQ in 2001. PFQ
pays providers for quality through
their standard reimbursement agree-
ments with the health plan. PFQ
blends two elements of reimburse-
ment—payment for quality and pay-
ment for process—into market-based
reimbursement rates for PCPs, special-
ists, and hospitals. In 2003, Health-
Partners paid approximately $8.5 
million under PFQ, and is expected to
pay $10 million this year.

HealthPartners is also engaging
other payers, including self-insured
employers and the State of
Minnesota, in discussions about
restructuring payments. This endeav-

or includes efforts to recognize 
and reward measurable improvements
in health outcomes, such as Health-
Partners’ own programs, as well as
alternative payment methods for new
types of care, including group visits
and e-care. HealthPartners also partic-
ipates in the national Medicare pay-
ment reform efforts of the Alliance of
Community Health Plans.

Lessons Learned
HealthPartners has been learning
important lessons as it transforms the
delivery of care. First: Transformation
efforts must be undertaken at multiple
levels within health care organizations
and address the external environment
as well as internal systems and process-
es. “The challenges are complex,”
Brainerd explains. “Transformation is
an ongoing process that requires new
models of care delivery and funda-
mental cultural and organizational
changes. So, sustained, long-term
commitment is essential.”

Second: Specific transformation
initiatives, like HealthPartners

planned care model, often begin with
pilot projects at selected sites. Moving
from pilots to organizationwide roll-
out is difficult. It is unrealistic to
expect that just a few managers from
new sites can attend a briefing and
then go back and implement changes
on their own. “Rollout requires edu-
cation and participation from man-
agement and staff at new sites so that
everyone understands the rationale
for change, the action steps required,
the specific responsibilities of every-
one involved, and the methods for
tracking progress and evaluating
results,” Brainerd explains.

Third: Guidelines summarize best
science but must be translated into
protocols in specific care settings. “Our
prepared practice teams work hard to
define care steps to implement guide-
lines in their workflow,” says Brainerd.

Fourth: Transparency is essential.
“In the transformation process, trans-
parency must be a key goal and a core
value,” Brainerd notes. “Fundamental
change requires shared vision and
commitment that can come only from
trust. In turn, trust requires openness
within the organization and within
the community. It is essential for
senior leadership to embrace trans-
parency as an objective and a value.”

Fifth: In planning, implementing,
and evaluating changes to transform
health care, patients must be at the
center. “One essential question must
be the touchstone: How does it 
affect the patient?” says Brainerd.
“Transformation efforts to reshape
health care will be successful to the
extent that they improve patients’
experience, care, and outcomes.”
—More information on physician practice
strategies is on our Web site (see page 16).
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“The challenges are complex. Transformation is an ongoing process
that requires new models of care delivery and fundamental cultural
and organizational changes. So, sustained, long-term commitment 
is essential.” —Mary K. Brainerd, HealthPartners

At a Glance
Mary K. Brainerd is the president and chief executive officer of

HealthPartners, a nonprofit, consumer-governed health care
organization in Minneapolis. She has been with HealthPartners since
1992, and previously served as its executive vice president and chief
operating officer. Before joining HealthPartners, Brainerd held senior-
level positions with Blue Cross and Blue Shield of Minnesota, includ-
ing senior vice president and chief marketing officer.

The College of St. Catherine awarded Brainerd its Medal of
Distinction, and in 2002 she received the University of St. Thomas
Award for Ethical Leadership. In 1999 and 2002, The Business Journal
named her one the most influential women in business in Minneapolis-
St. Paul, and this year, Twin Cities Business Monthly identified her as one
of the Top 40 executives to watch.
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One little-noticed provision in
the Medicare Prescription
Drug Improvement and

Modernization Act calls for health
savings accounts. Some observers
believe that HSAs could make prac-
ticing in rural settings more reward-
ing for physicians.

HSAs are tax-free accounts
designed to help individuals, spouses,
and dependents pay for qualified
health expenses. An individual 
covered by a high-deductible health
plan could make a tax-deductible
contribution to an HSA and then
use the funds in the HSA to pay for
out-of-pocket medical expenses, such
as prescription drugs and physician
office visits. HSAs are designed to
help more American families get the
health care they need at a price they
can afford, the government says.

Primary Threats
The HSA provisions in the new
Medicare act may be a welcome rem-
edy to primary care physicians, who
believe the primary care system in
the United States needs to be over-
hauled. “The family doctor is going
to die out if we do not change the
reimbursement mechanism in the
health care system,” says Donald
Copeland, MD. “Family physicians
provide important, basic primary
care. For example, pediatricians do a
lot of primary care for children, and
many internists provide this type of
care for adults. In rural regions of the

country, where there may not be
other doctors or subspecialists, it is
the family doctor who forms the
framework for care in these commu-
nities.” Copeland, a primary care
physician who once practiced in rural
North Carolina, now works for the
state’s health department in
Lincolnton.

Jonathan Showstack, PhD, a pro-
fessor of medicine and health policy
at the University of California at San
Francisco, agrees with Copeland’s
assessment of the problem. “If we
don’t reconstruct the way primary
care is provided in this country, we
will inevitably face a costly medical,
financial, and human crisis,” he says.
“Primary care is a core component of
nearly all modern health care systems
in the world, except in the United
States.” Last year, Showstack was the
lead author of a research report in
The Annals of Internal Medicine,
which calls for a national effort to
reform primary care to encompass
care for an aging, diverse, and chron-
ically ill population.

Quality Component
Primary care is a vital component of
high-quality health care, the report
says. Its strengths derive from its con-
tinuous relationship with patients, its
broad perspective, and its flexibility
and adaptability, according to the
report. Yet, there are new and sub-
stantial threats to primary care.

While patients value primary care, a

number of organizational and finan-
cial pressures make it difficult for
physicians to deliver such care, says
Steven A. Schroeder, MD, UCSF dis-
tinguished professor of health and
health care and a co-author of the
report. As a result, patients are
increasingly dissatisfied with their
relationships with primary care physi-
cians, says Schroeder and other
researchers who worked on the report.
Access to primary care services is
becoming much more difficult, even
for those with insurance, and PCPs
are finding it more difficult to respond
to patients’ needs for accessible, com-
prehensive care, they say.

Managed Care Criticized
Managed care systems damaged the
relationship between patients and
PCPs by making gatekeepers of many
primary care doctors, thus tarnishing
their image among patients,
Showstack explains. “Primary care
providers are viewed by many
patients as barriers to specialized
care, rather than as trusted partners
and advocates who guide patients
through their care,” he says.

Moreover, primary care has failed to
attract new physicians as medical spe-
cialties have, the researchers say.
“Primary care must be able to justify
its place in a system where specialist
physicians, nurses, and other providers
are increasingly providing principal
care and where patients often choose
to go to nontraditional settings for

COMMENTARY

“If we don’t reconstruct the way that primary care is provided, we
will inevitably face a costly medical, financial, and human crisis.
Primary care is a core component of nearly all modern health care
systems in the world, except the United States.” 

—Jonathan Showstack, PhD, University of California at San Francisco

Act May Help Rural Doctors Succeed
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their care,” Showstack says.
For these and other reasons,

Copeland believes HSAs may help to

reestablish the doctor-patient rela-
tionship damaged by the intrusive-
ness of managed care, especially in

rural areas. Farmers and employees
who work for small business owners
do not usually have access to employ-
er-sponsored health plans offered
through large companies, Copeland
notes. But if groups of small business
owners, such as chambers of com-
merce, can offer a major medical pol-
icy with a high deductible to mem-
bers, then HSAs will allow individu-
als and families to cover costs below
the deductible amount, he explains.

Changes Revealed
The Medicare act made many signif-
icant changes, but two were designed
to help physicians in rural settings.
One provision eliminated the 1.6%
cut in Medicare fees that was sched-
uled to go into effect on Jan. 1. Even
better is that physicians who were
scheduled to get a cut of 4.5% in
Medicare payments this year and
next will instead receive a 1.5%
increase in 2004 and 2005. By elimi-
nating the cuts, physicians in rural
areas will be paid at about the
national average rate, observers say.
Although an increase is better than a
cut, Copeland says the increase is not
enough: “In general, the increase
does not add up to a whole lot,” he
notes. “Medicare is already about half
of what it ought to be.”

That may be so, but another 
way the act aims to help attract
physicians to rural and underserved
areas is by giving physicians a 
5% bonus for providing care in 
these regions. The Centers for
Medicare & Medicaid will calculate
the ratios of primary care and special-
ty care physicians to Medicare bene-
ficiaries in each county, and physi-
cians providing care to beneficiaries
in counties that fall in the bottom
20% of these ratios will qualify 
for the bonus, according to published
reports. To qualify for the bonus,
physicians will not necessarily 
need to locate their practice to 
those counties in order to provide

(Continued on page 8)

HSAs: How They Work

Health savings accounts are a significant improvement over previ-
ous savings accounts, the federal government says. Medical savings

accounts, for example, were limited to employees of small businesses
and the self-employed, and compared with HSAs they required health
insurance policies with much higher deductibles.

HSAs are available to any individual under age 65 who is covered by
a high-deductible health insurance plan. The annual deductible must
be at least $1,000 for individual coverage, and at least $2,000 for fami-
ly coverage. Individuals with existing MSAs can roll the amounts into
a new HSA. Contributions to HSAs by individuals are deductible,
even if the taxpayer does not itemize, according to the U.S.
Department of the Treasury.

For self-only policies, a qualified health plan must have an annual min-
imum deductible of $1,000 and a $5,000 cap on out-of-pocket expenses.
For family policies, a qualified health plan must have an annual mini-
mum deductible of $2,000 and a $10,000 cap on out-of-pocket expenses.

Preventive care services, as well as coverage for accidents, disability,
dental care, vision care, and long-term care, are not subject to the
deductible, the government says.

Individual owners of HSAs may contribute as much as 100% of the
health plan deductible up to a maximum annual contribution of $2,600
for self-only policies and $5,150 for family policies.

Contributions, which may be made by individuals, family members,
and employers, are tax deductible, even if the account beneficiary does
not itemize deductions on his or her Form 1040, the government says.
Employer contributions are made on a pretax basis and are not taxable
to the employee. What’s more, employers can offer HSAs through a
cafeteria plan. Investment earnings accrue tax-free.

HSAs allow individuals to take distributions that are tax-free if the
distribution is used to pay for qualified medical expenses, the govern-
ment says. Qualified expenses include prescription drugs, certain long-
term care services, long-term care insurance, medical services, medical
products, over-the-counter drugs, and health insurance premiums if the
HSA owner is unemployed.

Distributions made for any other purpose are subject to income tax
and a 10% penalty, the government says. The 10% penalty is waived in
the case of death or disability. If the individual who owns the HSA dies,
ownership can be transferred to a spouse tax-free.

In an effort to make health care more affordable to more of the 43.6
million uninsured Americans, the House Republicans introduced a bill
in March that would allow those who participate in HSAs to fully
deduct the health insurance premiums from their taxes. The bill would
cost an estimated $24 billion over 10 years. —JB
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services, rather they can simply hold
a clinic in a qualifying county for two
afternoons per week, for example.

Regaining Control
Many managed care plans have a
gatekeeper provision, which infringes

on the doctor-patient relationship,
Copeland believes. “We’ve got to get
back to the personal physician who
treats each individual, and that’s
where HSAs will help,” he says.

When a patient is using his or 
her own money to pay for health
care, as a patient would with an
HSA, the patient can choose the
best doctor. “That way, we can 
get the managed care people out 
of the picture,” Copeland argues. 
“If patients can control their dollar,
they can then decide if their 
physician is charging an adequate
amount for the services they provide.
If they don’t like it, they can find
another doctor.” What’s more, when
patients pay for health care out of
their own pockets, physicians benefit
because receiving cash payments
lowers their overhead. “You need 
to have one person to collect the
payment,” Copeland says, “not six
people who are there to argue with
insurance companies.”

Cash Benefits
Another benefit of patients paying
with cash is that physicians seeking 
to establish their practices can 
do so without first having to negotiate
contracts with managed care compa-
nies, Copeland adds. “Today, in order
to get established, a doctor has to 
have a certain number of contracts,”
Copeland explains, “and many 
don’t know how to do that. With
HSAs, a doctor can put a shingle 
up and get started.”

Eliminating the middleman in 
this way forces patients and physicians
to communicate, Copeland believes.
“It will reestablish the doctor-
patient relationship,” he says. “That’s
the main thing. Doctors will commu-
nicate with their patients because 
if they don’t, those patients will go 
elsewhere.”
—Reported and written by editor Joseph
Burns. More information on physician prac-
tice strategies is available on our Web site 
(see page 16).

7 Primary Care Principles
The researchers at the University of California at San Francisco who

conducted the research for a report in The Annals of Internal
Medicine last year identified seven principles that can be used for the
reconstruction of primary care and the health care system. In the
report, the researchers called for a national effort to reform primary care
to care for an aging, diverse, and chronically ill population as follows:
1. Health care must be organized to serve the needs of patients. Much of

the current organization of medical care is structured to accommodate
incentives in the reimbursement system and the preferences of
providers, often with patients’ needs included only as an afterthought.

2. The goal of primary care systems should be to deliver the highest
quality care as documented by measurable outcomes. The definition
of quality should be based on definable outcomes. Doing so will
require research to establish appropriate indicators of primary care
quality and to identify, collect, and evaluate relevant information.

3. Information and information systems are the backbone of the pri-
mary care process. Today’s health care information systems were
designed primarily in response to administrative needs, and reim-
bursement was at the top of the list. These systems rarely collect
information that allows providers to manage a patient’s needs over
time or to assess the effects of care on patient health. Specifically,
medical records should remain with the patient and be interactive
for patients and providers alike.

4. Current health care systems must be reconstructed. The American
health care system is a complex and fragmented set of providers,
facilities, and services that have been created based on requirements
for reimbursement and the needs of providers. The system should be
participant controlled, outcomes oriented, structured to address the
needs of the population, and focused on the ongoing relationship
between a patient and primary care provider.

5. The health care financing system must support excellent primary
care practice. At a minimum, such changes must include adequate
reimbursement for primary care services such as performing a histo-
ry and physical, counseling patients about their health, and being an
advocate to guide patients through the health system.

6. Primary care education must be revitalized so that there is an
emphasis on new delivery models and training in sites that deliver
excellent primary care. Clinical training should occur in settings
that provide high quality, continuous, patient-centered, outcomes-
oriented, team-based care.

7. The value of primary care practice must be continually improved,
documented, and communicated. There must be a concerted,
national effort to redesign, implement, and evaluate new forms of
primary care delivery.

(Continued from page 7)
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Consumer-driven health care
and health savings accounts
(HSAs) are market-driven

solutions to some of the problems
inherent in the current health sys-
tem. With consumer-directed plans
and HSAs, informed consumers use
their own money and choose hospi-
tals, health plans, and physicians
based on quality and value. In theory,
these two strategies will help to con-
trol costs and allow consumers more
choice as well. But not everyone
agrees with the theorists.

Critics contend that these two pro-
grams will attract disproportionate
numbers of healthy and wealthy indi-
viduals, and by doing so will fragment
the risk pool and drive up health care
costs for the sick and the poor.
Proponents say these programs will
help to improve health care quality
and control costs. HSAs were added
to the Medicare Prescription Drug
Improvement and Modernization
Act of 2003 in an effort to gain sup-
port for the legislation among conser-
vatives in Congress, according to The
New York Times.

Starting a Revolt
Those who support HSAs believe
they will help foster a consumer rev-
olution in health care, according to
U.S. Rep. Paul D. Ryan (R-Wis.).
Ryan contends that HSAs will get
people shopping for health care using
their own money, unlike the situa-
tion now, when many people don’t
care about treatment costs because

their insurance is paying for it.
Writing in The Wall Street Journal,

Martin Feldstein, a professor of eco-
nomics at Harvard University, says,
“The health savings accounts may
well be the most important piece of
legislation of 2003. The new tax and
insurance rules have the potential to
transform health care finances, bring-
ing costs under control and making
health care reflect what patients and
their doctors really want.”

Among those who oppose these
programs is a group of doctors in
Chicago called Physicians for a
National Health Program. PNHP is a
nonprofit organization of physicians,
medical students, and other health
care professionals that supports a
national single-payer health insur-
ance program for all Americans.
When it learned of the HSA provi-
sions in the Medicare bill, it told its
members to seek to repeal the act.

PNHP co-founder Quentin Young,
MD, an internist in private practice
in Chicago, says the HSA provision
will attract the wealthy and healthy
into what he calls tax-free schemes.
“HSAs will seriously undermine the
insurance risk pool for all of us,” he
argues. “Risk-pooling is the source of
strength, prudence, and effectiveness
of national health insurance. The
enemies of universal coverage under-
stand this and thus have inserted this
poison pill into Medicare ‘reform.’ ”

The HSA provisions in the
Medicare act allow any individual
with a high-deductible health plan to

set aside income on a pretax basis to
pay for health insurance and related
health costs, such as prescription and
over-the-counter medications. Any
individual under age 65 can establish
an HSA if he or she has a health plan
with a minimum deductible of
$1,000. For family coverage, the min-
imum deductible is $2,000.

It is too early to know whether and
what effect HSAs and consumer-dri-
ven health plans will have on the
health system, since unambiguous evi-
dence of the effects of government
programs takes decades to accumulate.

Early Stages
In fact, consumer-directed plans and
HSAs are still rudimentary and have
yet to be tested in rigorous trials
against HMOs, PPOs, or fee-for-ser-
vice models of care. PNHP believes
that if HSAs are used in large numbers
nationwide, changing to any other
system of care (such a single-payer sys-
tem) would be almost impossible
because too many Americans would
already be enrolled in a working
health insurance program. Critics of
the current employer-sponsored
health system believe it has failed
because more than 43 million
Americans cannot afford health insur-
ance of any kind. In March, a group of
Republicans in the U.S. House of
Representatives introduced a bill to
allow individuals who participate in
HSAs to deduct health insurance pre-
miums from their taxes, according to
CongressDaily. Eric Cantor (R-Va.)

“The new tax and insurance rules have the potential to transform
health care finances, bringing costs under control and making 
health care reflect what patients and their doctors really want.”

—Martin Feldstein, Harvard University 

(Continued on page 10)

Will New Rules Improve the System?
By Richard L. Reece, MD
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and Sam Johnson (R-Texas) said their
bill would cost an estimated $24 bil-
lion over 10 years and would help to
make health insurance more afford-
able for the uninsured.

“HSAs are going to be very 
powerful,” predicts John Goodman,
president of the conservative
National Center for Policy Analysis,
in Dallas. “The HSA is by far the
most flexible health savings account
widely available to people. And
insurance companies and insurance
agents report that there is significant
interest in it.”

Meanwhile, physicians should
explain these options to patients,
Goodman believes. “Physicians
should play an educational role,” he
comments. “Doctors should be agents
of the patient, helping patients make
medical as well as economic deci-
sions. That’s a new role for doctors.

“When insurance companies pay
the bills, the patient is never sure
what the price is going to be,”
Goodman continues. “But in the
market for cosmetic surgery, where
insurers do not pay the bills, the
patients know about price upfront. In
the 1990s, the real price of cosmetic
surgery went down, while health care
costs generally were rising.
Something similar is going to happen
in other areas of medicine.”

Health care costs will not come
down if the widely held belief among
paternalistic health policy makers is
true that consumers aren’t smart
enough to make their own health
care decisions. Fortunately, others
believe consumers are smart enough
to affect the market positively.

“Consumers are very smart, and

they will make better decisions than
those who would act for them would
make,” comments Regina Herzlinger,
a business professor at Harvard and
author of Consumer-Driven Health
Care (Jossey Bass, San Francisco,
2004). “I would say nobody at the top
is smart enough to know everything
that goes on at the market level.” 

The Business Perspective
Some skeptics are concerned about
the risks involved in turning from
government control and managed
care regulations to letting consumers
control health care inflation, which is
now running 6.5 times the general
rate of inflation and 4.5 times the rate
of increase in workers’ annual salaries.
Herzlinger addresses these concerns
by predicting that consumer-driven
health care will ultimately correct
health care inflation.

“The reason is quite simple,” she
argues. “Consumer-driven care will
bring about prudent consumer spend-
ing and increased productivity. Why
do you think health care inflation is
so high while the rest of the economy
has such a low inflation rate? The
answer is higher productivity in the
nonhealth care sector. We must bring
higher productivity to the health
care sector, and that will come from
the bottom up, from consumers act-
ing in their own best interest and
providers responding.”

Even if consumers succeed in
bringing costs down, some critics sug-
gest that they might end up estab-
lishing a consumer-supplier relation-
ship that results in depersonaliz-
ing medicine. “On the contrary,”
Herzlinger contends. “Consumer-dri-

ven health care will personalize,
deepen, and enrich the relationship.
Focused factories will help the rela-
tionship too. In focused factories,
teams of physicians and other health
care professionals specialize in treat-
ing patients with one disease, thereby
enhancing quality, value, and pro-
ductivity. And the decentralization
of medicine into facilities outside
centralized hospitals will help attract
consumers as well.” In her 1997
book, Market-Driven Health Care
(Addison-Wesley: Reading, Mass.),
Herzlinger explained why focused
factories would grow in popularity.

For physicians, too, a consumer-
driven market will be advantageous,
Herzlinger believes. “Doctors will be
the sources of virtually all the 
productivity gains in response to
their patients’ needs in consumer-
driven health care,” she explains.
“Right now, doctors have become 
too dependent on insurers. In a 
consumer-driven system, doctors
would have to operate on the basis 
of fixed fees that they themselves 
set. In any industry, there has to be 
a high level of trust between the 
supplier and consumer of services.
Fixed, predictable fees will help
enforce that trust. Also doctors are
going to have to be more accountable
for their performance. The system
has to more transparent, with a freer
flow of information. Consumer-dri-
ven health care will strengthen
rather than weaken the doctor-
patient relationship.”
—Reported and written by Editor in chief
Richard L. Reece, MD. More information on
physician practice strategies is available on our
Web site (see page 16).

(Continued from page 9)

“In the market for cosmetic surgery, where insurers do not pay the
bills, the patients know about price upfront. In the 1990s, the real
price of cosmetic surgery went down, while health care costs gener-
ally were rising. Something similar is going to happen in other areas
of medicine.” —John Goodman, National Center for Policy Analysis
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Many physicians, dissatisfied
with the practice of medi-
cine, are seeking new ways

to make a living in health care or in
other fields. But when physicians
leave the practice of medicine, par-
ticularly as patients age and require
more services, all sectors of the
health care system suffer.

In fact, this exodus of doctors from
the medical profession puts physician
groups and other health care organi-
zations that want to retain doctors in
a difficult dilemma: how to keep as
many physicians satisfied and pro-
ductive in the organization while also
containing the cost of delivering
care. While this dilemma may be dif-
ficult to address, there are strategies
to help these organizations keep
physicians on staff.

Misused Information
In today’s information society, data
are increasingly being used as a club
against physicians. Gathering data
and creating information that physi-
cians can use to improve their prac-
tices qualitatively and economically
will improve the environment in
which physicians work. If this strate-
gy is pursued as a collaborative effort
with hospitals and insurance compa-
nies, it has more likelihood of success.

Moreover, implementing various
technologies—such as Internet-
based application service provider
(ASP) solutions to gather data that
improve the clinical and financial
performance of various health care
organizations—will improve efficien-
cies, decrease administrative costs,

free up physician time, and improve
the overall quality of life for physi-
cians. The key is not how much data
an organization has that physicians
must review, but rather how to trans-
form information to improve effi-
ciencies and optimize qualitative
economical performance.

As reported in the January Group
Practice Journal, “Enhanced informa-
tion in the hands of the right person-
nel, at the right time improves effi-
ciency and creates additional capital
for medical groups to fund their
strategic and operational priorities.”

The article, “ASP Solutions
Empower Process Improvement to
Unlock and Increase Medical Group
Capital,” explains that ASP vendors
manage the hardware and software
used to store data and manage infor-
mation. As a result, medical groups
need not replace their systems or buy
new ones. ASP implementation fees
average $3,000 to $5,000 per month,
or about 1.5 to 2.0 full-time-equiva-
lent staff per year, including imple-
mentation, support staff, and train-
ing, the article says.

Information systems like these can
provide decision support and improve
efficiencies so that physicians spend
more time practicing medicine and
less time seeking ways to comply with
various and competing regulations
from state and federal governments
and private organizations. What’s
more, delivering the right informa-
tion at the right time to the right par-
ties improves processes throughout
the health care delivery system.

Empowering Physicians
Hospitals, HMOs, and medical
groups can use Internet-based ASP
solutions to generate information
from multiple sources. That informa-
tion can then be used to provide
reports that empower physicians with
the data and tools they need to
improve qualitative outcomes,
administrative efficiencies, and eco-
nomic performance.

For this strategy to work, physi-
cians must partner with these organi-
zations in producing and analyzing
information, since it is physicians

who write the orders and prescrip-
tions that drive health care resource
consumption. Physician organiza-
tions should utilize resources such as
ASPs to gather the information that
they deem critical in accomplishing
their two most important objectives:
improving quality and increasing
capital. Responding to each new
request for reports from various exter-
nal constituencies exacerbates the
workload on physicians while creat-
ing inefficiencies and frustration.

By focusing on what is critical to
their own survival, physicians can
achieve their missions and respond
appropriately, since they will have
already compiled information for use
within their own practices.

Moreover, hospitals, HMOS, and
other organizations external to physi-
cian practices need to recognize that
physicians must first meet their own
objectives. Then, these organizations
should facilitate the use of decision-
support tools, such as Internet-based

ASPs can provide information that improves
efficiencies so that physicians can spend
more time practicing medicine.

Strategies Needed to Retain Physicians
By Joseph M. Mack, MPA

PRACTICE MANAGEMENT

Joseph M. Mack, MPA, is a vice president
with Aon Healthcare Alliance, in Irvine,
Calif. Readers may contact him by email at
Joseph_Mack@asg.aon.com or by telephone
at 949/608-6373.

(Continued on page 12)
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ASPs, which would thereby assist
physicians in gathering data from dis-
parate sources.

Taken together, these efforts
should improve the efficiency of
administrative and operational tasks,
as well as improve communication,
free up physician time to practice
medicine, and generate revenue. All
of these efforts should help to stabi-
lize or increase physician income.
Only through collaborative use of
information with physicians will the
projected trend of more mature
physicians retiring be minimized.

In fact, a recent survey showed that
compared with older physicians,
younger physicians have a more 
corporate mentality to the practice 
of medicine, viewing themselves
more as “9 to 5” employees.
Unfortunately, the health delivery
system can ill afford to lose those
older physicians. Because of their
experience with the art of medicine,
older physicians are often more effi-
cient in delivering care than their
younger counterparts are. Conse-
quently, the loss of more seasoned
professionals negatively affects the
mentoring occurring between older
and younger physicians.

Capital Needs
One of the most pressing issues
affecting physicians relates to capital.
They need funding to make improve-
ments in processes, technology, oper-
ations, and income generation. As
physicians learn more about how to
deliver care and as more technology
becomes available, many physicians
are interested in upgrading the equip-
ment and processes in their offices
that help them deliver quality care.
In particular, they are seeking access
to computer technology they can use
at the point of care. For many busi-
nesses, access to capital, particularly

cash from operations and not from
loans, can solve many problems, and
physician practices are no different
than most businesses in a slow—but
rebounding—economy.

Among the benefits of physicians
using ASP solutions is increased cap-
ital. Improved capital will enable
them to save money for retirement, if
they so choose or to continue to
practice the art of medicine in the
altruistic way, which is the reason
that physicians enter medicine.

The Consumer’s Role
Today, as many health plans and
employers support efforts to make
consumers more sophisticated users
of the health care system, payers,
employers, and patients are demand-
ing that physicians prove the value of
their services and provide data on the
quality and cost of providing care.
Increasing numbers of patients now
present at doctors’ office with print-
outs from Web sites that describe
their symptoms, or offer other infor-
mation on their self-diagnoses and
treatment plans. These patients then
want physicians to perform the treat-
ment, regardless of its efficacy or cost.

This rise in consumerism also has
led to many Internet-based compa-
nies and other organizations to rank
physicians and other providers. These
organizations use proprietary algo-
rithms to enable them to compare
physicians across service areas, and
allegedly to put the data on a level
playing field. Unfortunately, there are
no standards for creating the algo-
rithms; consequently, these rankings
are often invalid, meaning consumers
should not rely on them when select-
ing or evaluating physicians.

Yet consumers, employers, payers,
and hospitals are using these rank-
ings, which makes the practice of
medicine less rewarding than it once

was. At the same time, physicians are
facing increased requirements for
compliance with various policies and
procedures, forcing them to work
more hours, yet they are getting paid
less than they were in the past.

One way physicians can improve
the satisfaction they get from practic-
ing medicine is to take control of the
information they have in their own
practices to illustrate the value of
their diagnoses, treatment, and expe-
rience. They can do so by using rela-
tively low-cost Internet-based ASP
systems. These systems enable physi-
cians to gather and compile informa-
tion quickly and easily, allowing them
to tell their story if an external orga-
nization uses the same information in
a skewed manner against them.

Hospital Strategies
For hospitals seeking to retain physi-
cians, one of the first steps they can
take is to improve the ingress and
egress of physicians. In fact, the ease
in which physicians can enter and
practice within the hospital is vitally
important given their increasingly
busy outpatient practices. For exam-
ple, a central location would be ideal
for all physicians seeking access to
patient charts, dictation, and reports.
Also, hospitals should assist physi-
cians with compliance issues
demanded of them by the govern-
ment and private payers.

When providing information to
physicians, hospitals should do so in a
collaborative, rather than punitive,
manner. As hospital margins have
declined, many hospitals present
information as evidence of untoward
practice or treatment patterns.
Moreover, much of the data used are
oriented either financially or clini-
cally. Hospitals need to blend 
both, while at the same time recog-
nizing that the best quality medicine

Hospitals, HMOs, and medical groups can use Internet-based ASP
solutions to generate information from multiple sources.

(Continued from page 11)
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is the most cost-effective overall.
And, there needs to be increased 
collaboration among physicians and
hospitals in the capture, use, and
reporting of information that affects
physicians.

Hospitals are one of the most cen-
tral points for capturing data, yet good
information is difficult to access. For
example, a hospital where I once
served as a vice president had four
servers on which 65 different comput-
er programs were housed. Each pro-
gram captured specific information,
yet none of the programs integrated
their data with each other. The result
was that we had to manually gather
data to produce useful information.

Therefore, hospitals could benefit
from the use of Internet-based ASP
solutions that pull data from dis-
parate systems and compile and
report information that is useful, 
illuminating, and collaborative.
Information such as how physicians
can improve the qualitative out-
comes of their practice would emerge
and increase physician perception
that hospitals are working with them,
and not against them.

Health Plan Steps
For health plans, there are a number
of steps they can take to improve
relations with physicians. First and
foremost, they should increase the
efficiency of their claims-payment
processes. Much of the drain on the
time physicians and their staff spend
each day can be attributed to having
to match the payments received from
payers to what was billed. Then,
when discrepancies are uncovered or
there is a question about a payment,
a staff member or the physician must
seek an explanation from the health
plan’s claims department, which can

be a time-consuming and frustrating
way to spend time that could be
devoted to patient care.

Also, health plans can work with
physicians to collaborate on informa-
tion that is necessary and reasonable
to improve performance. Currently,
many payers have different and con-
flicting requirements for compliance
with preadmissions, second opinions,
concurrent review, and various other
issues for which physicians must sub-
mit data. All these actions, exacer-
bated when physicians participate in
several health plans at once, increase
the administrative burden that 
physicians face in participating in
managed care.

Health plans should follow the
lead of organizations such as the
California Association of Physician
Groups in Los Angeles (at
www.capg.org). CAPG lobbies and
negotiates with employers and
HMOs in California on behalf of
their member physician organiza-
tions to identify a few critical pro-
grams for which data are required to
be submitted. Representing more
than 122 medical groups, indepen-
dent practice associations, and other
physician organizations in California,
CAPG assists its physician members
in developing ways to approach and
implement the data requests. By
doing so, physicians do not feel as if
health plans are singling out one
from the others nor are they being
divided and conquered as many
physicians believe.

Fostering Collaboration
As with hospitals, health plans
should collaborate with their affiliat-
ed and employed physicians to devel-
op the information necessary to 
illustrate the efficacy and quality of

care that physicians provide to
health plan members. Studies by the
Kaiser Family Foundation in Menlo
Park, Calif., show that patients seek
care largely based on word of mouth,
and principally through assessing
which physician delivers the highest
quality care.

Yet much of the current health
plan marketing information is direct-
ed toward employers and consumers
and includes only the plans’ in-net-
work physicians and hospitals.
Instead, health plans could form part-
nerships with the physicians and hos-
pitals in their networks that exempli-
fy the highest quality and most cost-
effective providers. Moreover, they
do little or no work with physicians
or hospitals that are not among the
high scorers on their rating systems to
provide them with remedial assis-
tance to improve their scores. The
information is often used punitively
during contract negotiations or when
terminating a provider’s contract.

Health plans and insurance com-
panies would do well to include
physicians in their marketing, and 
to improve any qualitative insuffi-
ciencies they or the public perceive.
Doing so would empower the 
physicians with the information 
necessary to begin once again to 
perceive that their efforts are consis-
tent with their altruistic reasons 
for entering medicine in the first
place. Most physicians did not enter
medicine for business reasons.
Collaborative efforts to capture and
use the information necessary to
improve their qualitative and 
economic outcomes will go a long
way toward improving their percep-
tions of insurance companies.
—More information on physician practice
strategies is on our Web site (see page 16).

CAPG helps physician organizations respond to data requests so
that physicians do not feel as if health plans are singling out one
from the others or that they are being divided and conquered.



INTERVIEW

Physicians have always been
proponents of clinical inno-
vation, but many have been

reluctant to adopt new information
technology in their offices, according
to a new report from VHA Inc.
Understanding the barriers to
increased use of information systems
in physicians’ offices and the strate-
gies that institutions can use to foster
more use of technology is important
for all health care organizations, the
report says.

The report, Physician Adoption of
Information Technology, focuses on the
strategies that hospitals and health
systems have used to foster wider use
of information systems among physi-
cians,  and the lessons learned can
benefit physician organizations as
well. The report shows that hospitals
have found information technology
systems can improve clinical out-
comes, reduce costs, and increase effi-
ciencies, but physicians have been
slow to adopt new technology.

VHA Inc. is a health care coopera-
tive in Irving, Texas, that represents
some 2,200 health care organization
including 1,400 community hospitals.
The hospitals have relationships with
25,000 physician practices and other
nonacute facilities. It works to help
member nonprofit health care organi-
zations nationwide improve opera-
tional and clinical performance. 

Collaboration Required
“There is little doubt that informa-
tion technology has the potential to
be a powerful tool in improving
patient care,” the report says. “For
these tools to fulfill their potential in

practice, however, clinicians must
embrace them; they cannot be
imposed. Health care organizations
must collaborate with physicians to
identify solutions that enhance the
care processes of the institution and
the work processes of the doctors.”

In other words, hospitals or any
organization attempting to introduce
information systems to physicians in
clinical practice need to show the
value of such systems and have physi-
cians work closely with administra-
tors in introducing these systems into
practice, says Richard Howe, PhD,
the vice president of information
technology consulting at VHA. Most
physicians already understand that
electronic medical records and other
IT tools improve health care quality,
he says. But, he adds, physicians are
swayed by the myth that using IT
tools takes more of their time; in real-
ity, he says, these systems do not take
more time.

Saving Time
For example, while writing a single
prescription on paper takes as much
time as writing one electronic pre-
scription, a computerized prescrip-
tion order entry (CPOE) system can
save significant time if a physician
needs to write 10 prescriptions for the
same patient, he says. What’s more, if
a pharmacist cannot read a physi-
cian’s handwriting and calls to ask for
an explanation, the interruption can
be time consuming for the physician,
the pharmacist, and the patient.
With an electronic prescription,
pharmacists have fewer questions.

But simply generating fewer ques-

tions may not be sufficient reason for
physicians to adopt CPOE systems.
Since most physicians work in hospi-
tals as independent contractors and
are not employees, they may not
have a vested interest in increasing
the efficiency of the hospital or
health system, the report says.

“While organizations may lament
the physicians’ commitment to tech-
nology that they hope will improve
patient safety and clinical outcomes,
the fact is that physicians have noth-
ing to sell but their time,” the report
says. “To the extent that new pro-
grams are less efficient than current
ones, the savings accrued by the hos-
pital will be at the expense of reduc-
tions in income for the medical staff.
Beyond this, the learning curve for
physicians is often substantial and to
the extent programs are updated fre-
quently, doctors must trade patient
care time or time with their families
in order to maintain their proficien-
cy. Unlike continuing medical edu-
cation of professional topics, comput-
er learning generally does not earn
CME credits. The upshot of these
concerns is that organizations should
understand the importance of the
efficiency and economic issues physi-
cians will legitimately raise in the
process of adopting new technology.”

Information technology affects
physicians’ efforts in four main areas,
the report says: workflow, payment,
productivity, and liability. Experts
believe that EMRs and CPOE sys-
tems can address each of these con-
cerns positively. It is the responsibili-
ty of group administrators and health
care system executives to make it

Report Offers Lessons in Technology 
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“Health care organizations must collaborate with physicians to iden-
tify solutions that enhance the care processes of the institution and
the work processes of the doctors,” the report says.
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clear that information systems actu-
ally solve more problems than they
cause, the report shows.

At the Ochsner Clinic Foundation
in New Orleans, Chief Information
Officer Lynn Witherspoon, MD, used
a team of clinical nurses to spend
time following and observing many
of the clinic’s physicians to under-
stand and document their workflow,
the report says. This information was
then used to design appropriate, cus-
tomized clinical applications.

At Abington Memorial Hospital
in Abington, Pa., Alison Ferren,
chief information officer, and Keith
Sweigard, MD, chief of internal med-
icine, believed that when introduc-
ing new technology, they needed to
address workflow and convenience
for physicians. “You absolutely have
to have speed within the systems, the
right networking, the right screen
presentations, content, and reliabili-
ty,” they said in the report. “This had
to be workflow neutral with a key on
patient safety.”

Abington sent members of its
physician advisory group to the
physician staff and hospital depart-
ments to learn the workflow and
what was needed to make CPOE
work. Ferren and Sweigard recog-
nized that most physicians did not
use wireless devices and would need a
technology-supported process that
could accommodate physicians in
different locations, such as while
physicians were sitting, standing,
using phones, and at computers.
“These requirements also meant that
enough devices needed to be avail-
able at peak times to meet the work-
load and workflow needs of the
physicians and nurses,” they say.

Improving Results
Information systems also are helping
to increase revenue for physicians by
ensuring that physicians use the
proper supporting information when
entering a diagnosis, explains Howe.
“In terms of payment, one factor that
has been a problem is that if you
don’t have the coding right for a par-
ticular ambulatory diagnosis, then
the payers will downgrade the pay-
ment,” he says. “The new ambulato-
ry systems calculate the best diagno-
sis and the best billing codes that
would go with that diagnosis. They
also alert physicians that there may
be another diagnosis, sign, or symp-
tom they may need to enter in order
to support that diagnosis.”

EMRs also are helping physicians
to reduce the number of support staff
needed in back-office operations for
such tasks as transcribing notes and
tracking and following up on insur-
ance payments, Howe explains.
“With electronic filing of claims in
an EMR system, you do not need to
increase your billing staff or have all
those denials that require follow-up
on the back end,” he comments. “I
have seen physicians who had four or
five billing staff go to an EMR system
and then cut their billing staff in half.
That’s a big return on investment.
When you get the diagnostic justifi-
cation that supports the best billing
codes, then the physicians are actual-
ly increasing revenue.”

CPOE and EMR systems also are
helping physicians to document the
steps of care more carefully. By doing
so, they may be affording themselves
some protection against malpractice
claims because electronic records
may document care steps more thor-

oughly than a paper chart can, Howe
says. In fact, some electronic systems
prompt physicians to provide the 
requisite support.

“One thing an electronic system
can do is ask all the questions that are
needed to support each order,” Howe
says. “That can be good news because
you’re asking physicians to support
the order from a clinical diagnosis
point of view.” With a paper chart,
Howe explains, physicians aren’t
forced to give that information; they
just write the order. Many times the
reason for the order isn’t put down,
which means the hospital doesn’t get
paid or it has to chase the physician
down to get the information. “For
certain orders, does it take more time
to put a reason code in?” Howe asks.
“Yes. But will they get calls at the end
of the day? No.”

What’s more, once the proper rea-
sons are in the documentation, the
physician and the hospital may have
the documentation needed to sup-
port a malpractice defense, if needed.

The report makes clear that all
organizations need to collaborate with
physicians in explaining and demon-
strating the value of information sys-
tems in clinical practice. “It is worth
noting the wide range of organizations
working on the problem, and the wide
range of strategies they have
employed,” the report says. “Perhaps
the most reassuring insight is the way
organizations across the country are
working aggressively to overcome bar-
riers and their willingness to share
what they have learned.”
—Reported and written by Joseph Burns, 
editor. More information on physician practice
strategies is available on our Web site (see 
page 16).

Information systems are helping physicians to document the steps
of care more carefully, and thus may be affording them some protec-
tion against malpractice claims because electronic records may doc-
ument care steps more thoroughly than a paper chart can.
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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.

Group Recruits Carefully

to Boost Efficiency
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