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Authors Explain the Language of IT

Health care is woefully behind other industries in embracing information tech-
nology. Even so, health care organizations of all sizes have achieved success

with computer systems, which is what William Bria, MD, and Richard Rydell
point out in their book, The Physician-Computer Conundrum: Get Over It! In this
new book, published by the Healthcare Information and Management Systems
Society, the authors explain how physicians can use a structured and phased
approach to implement information systems.

Bria, a leader in applied medical informatics, is a clinical associate professor of
internal medicine and medical director of clinical information systems at the
University of Michigan School of Medicine in Ann Arbor. He is also the med-
ical co-director of the university’s medical ICU and asthma airways program.
Richard L. Rydell, MBA, is a founder and executive director of the Association
of Medical Directors of Information Systems, and senior vice president and chief
information officer at Memorial Health Services, in Long Beach, Calif. 

Bria and Rydell offer case studies to press their point, and address such topics
as which term in industry parlance is more appropriate: “electronic medical
record” or  “electronic health record.” EHR is replacing EMR as the term of
choice because it implies health maintenance, prevention, and self-management
and conveys a notion of patient engagement, they say. The authors also discuss
nagging abbreviation problems, such as whether CPOE means “computerized
pharmaceutical order entry” or “computerized provider order entry.” They argue
that computerized provider order entry is more comprehensive and encompass-
es all providers (including physicians, nurses, technicians, clerks, and hospitals).

In their book, Bria and Rydell discuss how clinician information systems offer
physicians many advantages. Such systems allow physicians to view a wide vari-
ety of patient data during a patient visit, to spend more time with patients, to
retrieve charts instantly, and to eliminate dictation. They enable physicians to
be productive in all aspects of their practices, so that they can see more patients
and thus increase income. They also help improve cash flow by speeding claims
processing and help physicians get compensated at the highest appropriate code
level. By improving computer documentation, they also afford some protection
against malpractice suits, the authors say. What’s more, clinical information sys-
tems allow staff to schedule appointments on the day patients call, reduce wait-
ing times, facilitate scheduling of appointments and refilling of prescriptions,
make it easy to get and send laboratory or x-ray reports, and provide timely edu-
cational material. In this 90-page book, Bria and Rydell state their message in
clear and compelling language: clinical information systems afford a healthy
return on investment.
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T he California state legislature
enacted a law nearly 30 years
ago that limits malpractice

awards for pain and suffering to
$250,000. Now, a study by the Rand
Institute for Civil Justice, in Santa
Monica, Calif., shows that the
Medical Injury Compensation
Reform Act has in fact reduced jury
awards by an average of 30%.

But a recent study by researchers at
the Harvard School of Public Health
in Boston shows that such limits are
distributed inequitably across differ-
ent types of injuries in the 21 states
that have implemented MICRA-like
reforms. In fact, the reductions in
noneconomic awards are far greater
for grave injuries than they are for
minor injuries, the Harvard study
shows. A third study, also by Harvard
researchers, found that in
Pennsylvania—where proposed leg-
islation to place MICRA-like caps
failed to pass in August—physicians
have deep concerns about whether
their fears of malpractice litigation
result in poorer care.

A National Model
Some politicians (such as President
Bush) and some groups (including
the AMA) have suggested that
MICRA, enacted in 1975, can be a
model for national reform of the
medical malpractice system and help
resolve problems relating to the cost
and availability of medical malprac-
tice insurance. Opponents of such
caps say they have a negative effect
on the economic recovery of patients
and their families, and suggest that
any problems with malpractice insur-
ance should be addressed in other

ways, by limiting malpractice insur-
ance premium increases, for example.

Although the Rand study did not
address whether MICRA or similar
legislation has reduced the costs of
malpractice insurance, Jack Lewin,
MD, the CEO of the California
Medical Association in Sacramento,
says he thinks the act has had a posi-
tive effect on the quality of care
patients receive when treated by
California’s doctors. “The bottom
line effect of MICRA has been that
many doctors who might have quit
practicing are now continuing to
practice because rates have been sta-
bilized,” Lewin says.

MICRA does not cap economic
damage awards for out-of-pocket
expenses, such as medical care costs
and wage losses. A jury can award
whatever amount it believes is appro-
priate for noneconomic loss, but fol-
lowing the verdict the judge will
reduce that portion of the award to
$250,000 (if necessary) prior to
entering the final judgment in the
case.

A March 2003 report by the
Foundation for Taxpayer and
Consumer Rights, in Santa Monica,
Calif. found that MICRA did not
reduce malpractice rates. Premiums
actually increased 450% in the 13
years following implementation of
the act, FTCR says. Rates did drop in
California following the 1988 adop-
tion of Proposition 103, however,
which forced insurance companies to
roll back their rates by 20%, and cre-
ated other insurance reforms, includ-
ing requiring the approval of an
elected insurance commissioner for
rate increases.

Are Limits Arbitrary?
“What the Rand study shows is that
people, regardless of the legitimacy of
their claim and the seriousness of
their injury, are seeing their recovery
arbitrarily reduced, and in some
cases, quite dramatically,” says FTCR
Executive Director Doug Heller.

Before MICRA was enacted, nei-
ther trial awards nor the attorneys’ fees
of plaintiffs in medical malpractice
cases were limited under California
law. “The framers of MICRA hoped
that the law would reduce the overall
number of claims brought against
health care providers and the costs of
resolving those claims, and it was
hoped that any savings would be
reflected in lower or stabilized premi-
ums, the continuing availability of
malpractice insurance coverage, and a
robust number of health care providers
continuing to offer a variety of routine
and specialty services,” says Nicholas
Pace, the Rand study’s lead researcher.
“We believe the law has had a direct
role in about half of the malpractice
cases where there is a verdict for the
plaintiffs.”

MICRA limits awards in a number
of ways, including capping the attor-
neys’ fees of plaintiffs in malpractice
cases according to a sliding scale
based on the size of the recovery; the
fee percentage decreases as the plain-
tiff’s recovery increases. In the cases
studied, the attorneys’ fees of plain-
tiffs decreased 60%, from $140 mil-
lion based on the average contin-
gency fee of 33% to $56 million
based on the law’s sliding scale. The
law prohibits attorneys’ fees of more
than 40% of the first $50,000 of any
amount recovered, 33% of the next

Fairness of MICRA Is Questioned

Some politicians suggest that MICRA can be a market for national
reform of the medical malpractice system.

(Continued on page 4)



$50,000, 25% of the next $500,000,
and 15% of any amount in excess of
$600,000.

This aspect of the law alone could
result in a reduction of malpractice
cases because such cases are expen-
sive to prepare and in California,
plaintiffs lose nearly eight out of
every 10 cases taken to trial, Pace
says. “Add in the dual effect of the
cap on awards and the limits on fees,
and the level of scrutiny given to
potential clients would go up
markedly,” he adds.

Emulating MICRA
MICRA-like laws in effect in 20
other states place caps for noneco-
nomic losses in the range of $250,000
to $750,000, and most of the laws
were adopted in the mid-1970s and
mid-1980s. Six states cap total dam-
ages, including economic damages.
Caps were also the centerpiece of the
leading federal tort reform proposal to
date: the Help Efficient, Accessible,
Low-Cost, Timely Healthcare
(HEALTH) Act, which passed the

House in 2002. The Patients First Act
of 2003, which failed in the Senate
last year, included a $250,000 cap on
noneconomic damages.

“Both of those bills sought to 
emulate California’s MICRA,” says
David Studdert, associate professor of
law and public health in the
Department of Health Policy and
Management at the Harvard School
of Public Health. He and his col-
leagues were authors of an article in
the July/August 2004 issue of Health
Affairs, “Are Damages Caps
Regressive? A Study of Malpractice
Jury Verdicts in California.”

Inequality Found
Studdert and his colleagues reviewed
jury awards in 298 California verdicts
between 1985 and 2002, and conclud-
ed that “strong evidence that caps’ fis-
cal impact on California verdicts is
not distributed equitably across differ-
ent types of injuries…Caps on damage
have emerged as the most controver-
sial legislative response to the new
malpractice crisis,” said the authors.

“The reductions imposed on grave
injury were seven times larger than
those for minor injury; the largest pro-
portional reductions were for injuries
that centered on pain and disfigure-
ment. Use of sliding scales of damages
instead of or in conjunction with caps
would mitigate their adverse impacts
on fairness.”

The Rand study supports the
Harvard researchers’ conclusions. In
the Rand study, researchers found
that death-related malpractice cases
were capped more often than injury
cases were capped (58% versus 41%),
had much higher percentage reduc-
tions in total award size than injury
cases had, and had a median reduc-
tion in award of 49% when the award
was capped versus a 28% reduction in
injury cases. The Rand researchers
also found that plaintiffs with the
severest nonfatal injuries (such as
brain damage) had their noneco-
nomic damage awards capped far
more often than plaintiffs with injury
claims generally and had median
reductions exceeding $1 million,
compared with $286,000 for all
injury cases.

Plaintiffs who lost the highest per-
centage of their total awards due to
the caps were often those with
injuries that led to relatively modest
economic damage awards (about
$100,000 or less) but that caused a
great loss to their quality of life, as
suggested by the jury’s million-dollar-
plus award for pain and suffering, the
Rand study shows. These plaintiffs
sometimes received final judgments
that were cut by two thirds or more
from the jury’s original decision.

A sliding scale, as described in the
Health Affairs article, would set award
ranges based on the severity of injury
suffered and the age of the victim.
The Institute of Medicine and some
other academic studies have
endorsed such a system as more equi-
table than flat caps, such as the
$250,000 limit set under MICRA. A
sliding scale would be feasible to
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MICRA Results
The July 2004 Rand study, Capping Non-Economic Awards in Medical

Malpractice Trials: California Jury Verdicts Under MICRA, found the
following:
• In 45% of cases, judges had to reduce noneconomic damage awards

handed down by juries, which are not required to comply with the
$250,000 cap. The average reduction was $366,000.

• Noneconomic damage awards for patients with the most severe
injuries, were reduced by an average of $1 million each.

• Overall, 58% of cases involving the death of a patient resulted in
total jury awards that had to be reduced by a median 49%, compared
with 41% of cases involving injuries, which saw median reductions
of 28%.

• In cases in which a patient died of medical abuse or neglect, noneco-
nomic damage awards were reduced by an average 51%.

• Without the caps, the original verdicts handed down by the juries
would have produced plaintiff awards totaling $421 million. Under
the law, total awards were reduced by 30% to $295 million.

• Despite the overall 30% reduction in total awards, injured patients’
recoveries fell only 15% because of the cap on attorneys’ fees.

—MS

(Continued from page 3)



develop and implement, the Harvard
researchers say, and would likely
result in systematically lower awards
in cases involving temporary or
minor injury than under flat caps,
and higher awards for significant and
grave injury. “Savings at the low end
may not offset more generous com-
pensation at the high end,” they add.
“But the legitimate societal interest
in fairly compensating the severely
injured may justify some modest
increase in the overall cost of
awards.”

Studdert argues that a flat dollar
cap is unfair: “When you look at the
verdicts that are affected by caps,
what you see is a really large number
of cases that involve major injury.”

Physician Dissatisfaction
Addressing such inequities would be
of value to patients, but may not affect
the negative atmosphere that per-
vades physician practices regarding
malpractice, according to a separate
study in Health Affairs by other
Harvard researchers. In an article, also
published in the July/August issue,
“Caring for Patients in a Malpractice
Crisis: Physician Satisfaction and
Quality of Care,” the researchers con-
ducted interviews with 41 leaders of
Pennsylvania medical societies and
surveyed 824 physician specialists by
mail. They concluded that “wide-
spread discontent” existed among
physicians in Pennsylvania, where
several insurers have left the market

and malpractice premiums have
increased dramatically.

The Pennsylvania physicians also
believe that their liability concerns
could be hurting patient care and lim-
iting patients’ ability to be fairly com-
pensated for their pain and suffering.
“Physicians are obviously unhappy
about the medical malpractice situa-
tion, but I think we showed that the
current crisis in Pennsylvania is having
a palpable impact on the psyche of
physicians practicing there,” says study
co-author Michelle Mello, assistant
professor of health policy and law at
the Harvard School of Public Health.
Physician career dissatisfaction
deserves attention if it has damaging
consequences for patients, Mello adds.

Mello and her colleagues note that
a growing body of research has iden-
tified links between physician satis-
faction and high-quality care. Studies
have shown, for example, that
patients of physicians with higher
levels of job satisfaction are more
likely to adhere to medical treat-
ments, and satisfied physicians tend
to be more attentive to patients.
Physicians who are dissatisfied are
more likely to engage in riskier pre-
scribing practices, disrupt continuity
of care, and practice defensive medi-
cine, the studies show.

Most physicians surveyed for the
Harvard study denied that malprac-
tice concerns made them less candid
with patients, but a sizable minority
felt that they did, say the Harvard

authors. Physicians who had been
dropped by an insurer, been sued in
the past three years, or faced high
premiums were much more likely to
report being less than candid with
patients, and a shockingly high 90%
of specialists said that the malprac-
tice system limits their ability to pro-
vide the highest quality care.

More MICRA-like reforms are
likely, the Harvard authors say,
because interest in caps on damages
will gain momentum as the malprac-
tice crisis deepens. But they caution
that caps should be implemented
with an awareness that they are like-
ly to exacerbate existing problems of
fairness in compensation. “A deci-
sion to limit damage awards repre-
sents a social judgment that stabiliz-
ing the liability insurance market
must be prioritized over allowing
juries to determine levels of compen-
sation for medical injuries,” the
Harvard researchers say. “In the cur-
rent environment, such a trade-off
may well be justified. But from an
ethical perspective, care should be
taken to choose that policy option
that infringes least on the interest of
patients and society in fair compen-
sation. Use of a sliding scale of dam-
ages represents a more rational bal-
ancing of interests.”

Mello and her colleagues report in
“Caring for Patients” that, overall,
reform strategies are being developed
in response to physician dissatisfac-
tion. But the efficacy of such strate-
gies as a cure for the tort crisis and a
prophylactic against recurrences is
questionable, they say. “The core
objective of such reforms should not
be to restore physicians’ job satisfac-
tion, but to improve the malpractice
system’s performance in compensat-
ing patients and promoting high-
quality care,” they add. “If a byprod-
uct of reform is higher professional
satisfaction, however, this may
amplify the gains to patients.”
—Reported and written by Martin Sipkoff, in
Gettysburg, Pa. More information on practice
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Rand Study Key Findings
Astudy by the Rand Institute for Civil Justice published in July found

that the Medical Injury Compensation Reform Act in California has
reduced jury awards an average of 30%. Other key findings:
• The MICRA cap on noneconomic awards was imposed in 45% of

the trials resulting in plaintiff verdicts.
• Awards most likely to be capped involve death cases, cases with the

severest nonfatal injuries, and plantiffs younger than one year.
• Attorneys’ fees were reduced by 60%.
• Plaintiffs’ net recoveries (final awards less fees) were reduced by 15%.

—MS



A new report by the California
HealthCare Foundation, in
Oakland, Calif., reviews four

commercially available software
products that match data to specific
patient records. Data matching is a
process that electronic medical
records are designed to do, but data
matching programs can do it for less
than it would cost to have an EMR
do it.

The data-matching programs
reviewed in the CHCF report are
aimed at small to medium-size
provider organizations of 30 and
fewer physicians. But the comprehen-
sive list of criteria used to evaluate
these products will be useful to buyers
of all sizes, says Walter Sujansky, MD,
PhD, one of the authors of the report.
“For the price, these tools provide
excellent ease of use, configurability
of matching weights, the ability to
edit, expert results, and user docu-
mentation,” he notes.

Data matching involves coordinat-
ing information about individual
patients and collecting those data in a
single patient record. It is an important
function in the delivery of quality care,
and doing it well can help a group
practice improve the efficiency of
administrative processes, say experts.

“Gathering data, such as hospital
encounters and lab reports, and
matching those data to specific
patient records improves the quality of
care,” says A. Mark Fendrick, MD.
“The technology is available to allow
physicians to do that, but some of it is
more expensive than others.”
Fendrick is a professor at the
University of Michigan Medical
School in Ann Arbor who has studied
the use of data to improve outcomes.

The patient data-matching task is
an important and challenging step in
the disease management and quality
improvement processes. And, while
many health care and provider orga-
nizations have developed software
that use simple algorithms to match
patient data from disparate sources
(hospital and ambulatory encounter
data, pharmacy claims, laboratory
reports, and so on), the effectiveness
of such systems is often less than
desired, say experts.

The Right Tools
“Using the right tools to match the
right data with the right patient is a
critically important step to improving
care delivery,” says Sam Karp, who
leads CHCF’s Health Information
Technology projects. “With increasing
national emphasis on the use of ‘real
time’ clinical information systems,
deploying effective patient matching
tools is a key component to improving
care at the point of patient contact.”
Sujansky & Associates, consultants in
health care informatics and software
development in San Carlos, Calif.,
prepared the report, Patient Data-
Matching Software: A Buyer’s Guide for
the Budget Conscious, for the CHCF.

In a survey of about 1,200 group
practices of fewer than 20 physicians,
researchers found that although only
13% had even rudimentary EMRs in
place, more than a third of respon-
dents expressed a strong interest in
developing a data-based recordkeep-
ing system such as an EMR. The sur-
vey results were published in the
March/April issue of Health Affairs,
in the article, “Physicians’ Use of
Electronic Medical Records: Barriers
and Solutions.”

Overcoming Hurdles
“Clearly, data collection and EMRs are
of growing importance to many physi-
cians,” says Robert Miller, lead
researcher for the Health Affairs survey.
“A significant barrier is cost.” Miller is
an associate professor of health eco-
nomics in residence at the Institute for
Health and Aging, University of
California, San Francisco.

The initial financial costs of imple-
menting an EMR are a primary barri-
er to adoption, Miller’s report says.
Such costs range from $16,000 to
$36,000 per physician, and some
practices see revenue decline at least
initially because they may see fewer
patients while addressing the admin-
istrative complexity of converting an
office to an EMR-based system.

An alternative to that expense is
what the CHCF report calls moder-
ately priced, commercially available
software products that can assist
organizations in the patient-match-
ing process. “These tools all apply
advanced techniques and are easy to
use,” says Sujansky. “They can serve
as useful starting points or even alter-
natives to EMRs.”

Matching data with patient records
without having software designed
specifically to do such work can be
challenging and error-prone, accord-
ing to the report: “Because no stan-
dard patient identifier exists with the
private health care system, clinical
data must be matched based on multi-
ple, imprecise data elements, such as
name, date of birth, health plan iden-
tification numbers, and medical
record numbers. “These identifying
attributes may be shared by multiple
patients, represented inconsistently
across data sources, and subject to

TECHNOLOGY
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Matching data with patient records without having a software pro-
gram designed specifically to do such work can be challenging.

Data-Matching Programs Compared
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change over time.”
In commissioning the guide,

CHCF sought to identify products
that met the following criteria: avail-
ability on a desktop platform; appli-
cation of advanced matching tech-
niques; the ability to integrate into
existing patient-matching workflows;
and a total cost of ownership not
exceeding $50,000. Of the four prod-
ucts that met these criteria, the
report provides a qualitative descrip-
tion of the capability of each product,
describes 20 features, offers a compar-
ative quantitative score for each
product, and provides an inventory
of each product’s capabilities with
respect to provider organization
needs.

Compatibility
An additional important feature the
authors looked for in making their
recommendations was that all four
products had to have the ability to be
installed and run on a Windows-
based PC. “We found that the task of
actually performing the matching
functions usually worked indepen-
dently, using the tools already at their
disposal that they are familiar with,
and most use Microsoft Windows,”
Sujansky says.

The authors consider four products
to be comparatively low cost (mean-
ing generally less than $50,000 for an
unlimited number of records) and
suggest that budget-conscious health
care organizations should consider
using these programs for patient data-
matching:
1. Dataset V Suite, manufactured by

Intercon Systems in Blue Bell, Pa.
(at www.ds-dataset.com) 

2. Dedupe4Excel, manufactured by
DQ Global, Ltd. in Fareham,
Hampshire, United Kingdom (U.S.
distributor is DQMax in Tucson,
Ariz.) (at www.dqglobal.com), and

described by the authors as appro-
priate only for very small groups of
two or three physicians

3. Linkage Wiz, manufactured by
LinkageWiz Software in
Payneham South, Australia (at
www.linkagewiz.com)

4. SureMatch, also manufactured by
DQ Global 
Although the report says the best

products overall are DataSet V and
LinkageWiz, all of the programs are
similar in terms of cost and the data
they process. Wide variation was
found in manufacturer support. The
four products all follow the same
sequence of steps:
• Import the data.
• Massage the data to facilitate a field-

by-field comparison of records.
• Specify match weights for the rele-

vant demographic and other fields.
• Run a number of matching algo-

rithms against the data and com-
pute matching scores that indicate
the likelihood of a record-pair
match.

• Display the actual and possible
matches for a manual (clerical)
review and editing.

• Export the set of matching records
for further processing and data
integration.

Prerequisites for Success
The authors found the tools they rec-
ommend to be “flexible and easy to
use,” but they say there are several
prerequisites to adopting these pro-
grams successfully in physician
groups. First, staff using the software
must have a “basic understanding of
probabilistic and fuzz-matching tech-
niques.” That’s because most of the
tools require “some configuration of
matching weights and desired data
transformations, which requires
familiarity with terms such as ‘exclude
lists’ and ‘blocking variables.’”

Second, the data must be available
in tabular format. Third, the practice
must have a master patient file with
unique identifiers. Fourth, the users
of the tools must be familiar with the
specific values to be matched, mean-
ing “users must know which fields are
more and less accurate, which have
common synonyms, which are some-
times omitted, and which are more
specific to individuals.” Fifth, the
practice must have the ability to con-
vert the collected data into a clinical
data repository, meaning a database
that allows for comparisons, such as
an Excel spreadsheet. “All the tools
accommodate data in a Microsoft
Access database or a Microsoft Excel
database,” the authors say.

The amount of documentation and
service support varies widely among
the three manufacturers of the four
products. LinkageWiz provides a 113-
page user manual and online support
and 10 hours of e-mail support.
SureMatch has online manuals only,
explanation is minimal, many prod-
uct features are not described, and e-
mail and phone support are not pro-
vided, the report says. Dedupe4Excel
offers online support only and expla-
nation is minimal, but e-mail and
phone support are provided. DataSet
V Suite has a large (168-page) com-
prehensive user manual, and e-mail
and phone support are included.

“There’s no doubt that matching
claims, lab, and pharmacy data to
patient records produces the kinds of
data that are invaluable to physicians
who want to see how well they are
following guidelines and how pro-
ductive they are being,” says
Fendrick. “Software that can do that
need not be expensive.”
—Reported and written by Martin Sipkoff, 
in Gettysburg, Pa. More information on 
practice strategies is available on our Web site
(see page 16).

The authors found the tools easy to use, but say there are some 
prerequisites for successful implementation.
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Q:Let’s begin by discussing why
you decided to write this book.

A:These four organizations—the
Mayo Clinic, the Cleveland

Clinic, Johns Hopkins, and Duke
University Medical Center—regular-
ly rank in the top five of the annual
rankings of hospitals and medical
centers by U.S. News and World
Report. I was interested in looking
into the characteristics they share
that have allowed them to climb to
the top of the list and what differen-
tiates them from other institutions.

Q:How did you go about writing
the book?

A:To begin, I went through the
U.S. News and World Report

rankings and did a simple adjustment
for heart care and cancer, the two big
killers. The magazine’s methodology is
based on how many specialties from
these organizations are ranked in the
top. U.S. News doesn’t give any com-
parative weighting to the various spe-
cialties, so I gave special weighting to
heart disease and cancer. Both of those
specialties create a strong aura and rep-
utation. When I did my weighting
adjustment, those four institutions

popped right to the top of the list.

Q:Two of these institutions (Mayo
and Cleveland) are major multi-

specialty clinics and two (Duke and
Hopkins) are major academic medical
centers. What do these four organiza-
tions have in common?

A:One characteristic is that they
are all led by physicians. You

have to go pretty far down the U.S.
News article to find a top hospital that
is not physician led. All of the big four
have long traditions of being physi-
cian-led, dating back 70 to 100 years.

I also suggest they have all benefit-
ed from remarkably strong leadership
and management. All four are alike
in that they operate as employed
models, in which all physicians are

on salary. Each is committed to the
medical triangle model of teaching,
research, and patient care. What
makes each of them unique is the
emphasis given to the various legs of
the triangle. For example, Mayo has
described itself as a tricycle. The big
wheel for Mayo is a focus on patient
care. The research and teaching
wheels are smaller but still funda-
mental. What’s more, all four empha-
size pragmatic application. Hopkins
can claim two Nobel prizes but it pre-
serves an orientation toward putting
scientific discovery to work in an
entrepreneurial culture. Each has
cultivated a powerful brand identity
and very strong consumer preference.

Q:While writing your book, you
visited each of these institutions.

What struck you most during your visits?

A:What struck me most is that
each institution has a strong

sense of what’s important. The peo-
ple at the Cleveland Clinic, Mayo,
Hopkins, and Duke care deeply about
what their institutions stand for.
They adhere to fundamental princi-
ples. They have a clear sense of mis-
sion, purpose, and values. They are
all good at articulating what they
stand for. All of them at every
level—from those on the frontlines
of care to those in the laboratory
doing bench research—know why
they are there and what they want to
do. They all want to be part of a
world-class institution. They are will-
ing to trade off higher incomes and
more independence for that goal.

Q:What can you say about the cul-
ture at these organizations?

A:As one physician told me, at
Mayo you know that if you

fall, people will catch you before you
hit bottom and help you back up.
That is not the case in a lot of other
organizations or in struggling inde-
pendent practices.

Hopkins, which shares a reputa-
tion as a hard-driving, competitive
organization, insists on this fabric of
support. When Hopkins recently hit
a rough patch financially, Ed Miller,
MD, the dean and CEO, announced
a freeze on salaries. After that
announcement, he received only
three e-mail messages of protest. But
when Hopkins lost a physician 
husband and wife team in an acci-
dent, he received thousands of inter-

INTERVIEW

Four Top Medical Centers Have
Much in Common, Author Says

Daniel Beckham is pres-
ident of The Beckham
Co., a health care consult-
ing firm in Bluffton, S.C.
Most of his engagements
involve strategic planning
for hospitals, health sys-

tems, and multispecialty group practices. His
clients include the Mayo Clinic and the
Cleveland Clinic. Beckham is writing a book
about four major health systems: the Mayo
Clinic, the Cleveland Clinic, Johns
Hopkins, and Duke University Medical
Center. He discussed the book with editor in
chief Richard L. Reece, MD.

“Inevitably, medicine is going to go in the
direction of large physician-led organizations.”
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nal e-mails of condolence and sorrow.
Miller thought that was symbolic
about what the Hopkins family is all
about.

Q:Often one hears that because
academic centers serve the poor

and disenfranchised, they are in eco-
nomic trouble. Do you find that to be
true?

A:Not really. For multiple rea-
sons, these institutions are not

as overburdened when it comes to
caring for the poor. One characteris-
tic they share is that they are all pri-
vate institutions, so they may have
less pressure from a public stand-
point. In Baltimore, a lot of the indi-
gent care is provided at the
University of Maryland. Mayo’s
home base, Rochester, Minn., bears
no resemblance to the inner city, so
Mayo’s exposure to an indigent pop-
ulation is limited. Duke, because of
its location, doesn’t have a particu-
larly heavy load of poor patients.
Cleveland Clinic gets some criticism
for not sufficiently serving the poor,
but I don’t think the criticism is jus-
tified. The clinic has done a remark-
able job of revitalizing downtown
Cleveland, and it has seven affiliated
hospitals, some of which are in the
most impoverished areas in
Cleveland and in the nation.

Q:Is it true that these institutions
are committed to strategic inno-

vation and to improving care?

A:Yes, and that may be because
they are not as consumed by

local issues. They aren’t distracted
from the bigger picture. Each of these
organizations has been blessed with
great leadership. Look at Fred Loop,
MD, the CEO of the Cleveland
Clinic. When he took over 15 years

ago, the clinic had revenue of $675
million. Today, it’s a $3.6 billion
organization. That growth reflects
Loop’s drive, his strategic vision, and,
as a world-renowned heart surgeon,
his intimate knowledge of the organi-
zation and its work.

Q:How do these organizations treat
the outside medical world?

Surely they have strategies to cultivate
outside collaborators.

A:All of them will tell you that,
as they move into the future,

becoming more open is one thing
they will spend more time on. They
know there is a danger in insular
monastic cultures. To remain robust,
they’ll bring new ideas and new peo-
ple into their inner circle, while at
the same time preserving their found-
ing principles.

Q:Do independent physicians,
many of whom are struggling,

have to simulate what these big institu-
tions are doing?

A:I think so. I have always felt
that way. It seems as though

the rest of medicine takes a couple of
steps in that direction, and then a
couple of steps back. We saw that
with the proprietary group practice
model that PhyCor and MedPartners
introduced. That model fell apart.
And we saw hospitals acquire prac-
tices. That hasn’t always worked out
well. But, inevitably, medicine is
going to go in the direction of large
physician-led organizations. 

In Cleveland, we see a dramatic
example of that. The malpractice sit-
uation is so bad there that many
physicians feel they’re witnessing the
accelerated death of private practice.
Physicians who three or four years
ago wouldn’t even think of joining

the Cleveland Clinic are now
putting on Cleveland Clinic
Foundation lab coats because the
malpractice situation is so unbear-
able.

Q:So with the decline of private
practice, we will have the rise of

larger physician-led organizations. Does
that logically follow?

A:Not necessarily. You need
leadership. What struck me

most when I visited these places is
leadership. That’s a characteristic
that is easy to look past, but leaders
are the key to why these organiza-
tions have been successful. The
physician CEOs provide a powerful
role model for organizations inside
and outside of health care. These are
organizations and leaders that should
be emulated. What you see are peo-
ple who are not only good managers
and strategic thinkers, they are also
people who are intimately familiar
with the value-adding work of their
organization.

Loop, for example, is a cardiotho-
racic surgeon and he knows how the
Cleveland Clinic produces value. He
knows what it means to be a patient
and what it means to be a doctor. He
has been to the rodeo. The same is
true at Mayo, Duke, and Hopkins.
You can’t always say that about lead-
ers of many of America’s corpora-
tions. And you can’t always say that
about leaders of other hospitals and
health systems in America.

It’s important that these leaders are
all doctors, who have actually put
hands on patients and have made sci-
entific and technological contribu-
tions as well. Loop’s successor, Delos
Cosgrove, is a heart surgeon too.
Cosgrove has, as I recall, 18 patents

“The malpractice situation is so bad there that many physicians feel
they’re witnessing the accelerated death of private practice…
Physicians are now putting on Cleveland Clinic Foundation lab coats
because the malpractice situation is so unbearable.”

(Continued on page 10)
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stemming from his heart surgery work
and has performed more than 22,000
procedures. Mike Wood and Denny
Cortese at Mayo are physicians.
Ralph Synderman at Duke is a physi-
cian. Ed Miller at Hopkins is a physi-
cian. All of them know the real work
of their institutions.

Q:Do these institutions train their
leaders from within and are

therefore trusted by their physician fol-
lowers?

A:I think so. These institutions
do not necessarily have for-

mal leadership development pro-
grams, but they have a process that
works very well in developing lead-
ers. For example, they rely on physi-
cian leadership councils and com-
mittees at Cleveland and at Mayo.
These forums have a way of show-
casing the abilities of rising physi-
cian leaders. They provide a “hot
house” in which physicians with
innate leadership abilities can devel-
op. They focus on real issues and deal
with real challenges. You usually
don’t find these hothouses in other
organizations.

Q:Also these organizations seem to
have made the necessary accom-

modations and trade-offs between clini-
cians and administrators.

A:That’s an excellent point.
Mayo is probably the institu-

tion most associated with the 
notion of being physician-led but 
at the same time is professionally
managed. But all four of them 
share this dual characteristic, which
is significant. They are led by a 
physician who is technically trained
and who understands medicine, 
but they also have a strong adminis-
trative person in a high role. In 
these organizations, the physician

and administrative leaders have a 
lot of respect for each other. But 
it’s also clear who’s in charge: It’s 
a physician.

Q:Will the lack of infrastructure
among independent physicians

lead to the downfall of independent
physicians and to the necessity to
regroup?

A:I think so. We’re just on 
the front-edge of a require-

ment to have standards for quality,
safety, and compliance. The organi-
zations that have the infrastructure
and are already working on those
kinds of things are going to have a
huge lead.

Q:Is it true that another character-
istic of these models is that they

have set aside resources and capital to
improve infrastructure whereas indepen-
dent physicians have been lax in that
regard.

A:Even for sizable group prac-
tices, not setting aside enough

retained earnings is a huge issue.
They often simply do not have the
money or the will to set aside
resources to fund their growth.

Q:In other words, large institutions
have an advantage in developing

information technology infrastructure?

A:Yes. Just look at Mayo’s histo-
ry and one of its founders, Dr.

Henry Plummer. Nearly 100 years
ago he set up a conveyer belt system
to transport records and charts from
one end of the Mayo campus to the
other, from the clinics to the hospi-
tals. Mayo understood early the
importance of IT. There were no
computers then, but it was still infor-
mation technology.

Q:Is it true that these four organi-
zations are involved in growth

through consolidation?

A:Mayo bought some competi-
tors in southern Minnesota

and Wisconsin. Duke has regional
outposts and affiliated hospitals. The
Cleveland Clinic has seven affiliated
hospitals in Cleveland. Among all
four, consolidation is a shared charac-
teristic. In the cases of Mayo and
Cleveland Clinic, there’s also a dis-
tant outreach strategy in Florida.
They tend to emulate each other,
although they won’t always admit it.
They’ve also pursued the closer-to-
home 100-mile circle expansion. In
both of those situations, you get a
sense of the value of their brands.
Cleveland built its regional system,
which consists of seven hospitals, for
relatively little. It’s not unusual to
buy hospitals at about eight times
earnings before interest, taxes, and
amortization (or EBITA).

Using that formula, seven hospi-
tals would have cost the Cleveland
Clinic billions. The reason it was
able to buy them for less is that it is
the Cleveland Clinic. The other
hospitals said, “We need to be part of
something that’s world class, so we’ll
forgo eight times EBITA just to be
part of the Cleveland Clinic. Mayo
did the same thing. It was able to
pursue a similar strategy with doc-
tors. It doesn’t buy practices; it just
says, “Here’s the employment agree-
ment.”

Q:That strategy certainly simplifies
matters, doesn’t it?

A:Well, it makes things a lot
cheaper. It doesn’t have the

huge cost of acquisition that a lot of
health systems have to shoulder.
—Edited by Deborah J. Neveleff, in North
Potomac, Md. More information on physician
practice strategies is available on our Web site
(see page 16).

(Continued from page 9)

“In these organizations, the physician and administrative leaders
have a lot of respect for each other. But it’s also clear who’s in
charge: It’s a physician.”



Practice Options/September 2004  11

COMMENTARY

Physicians who treat over-
weight patients may be bol-
stered in their efforts by

Medicare officials’ decision to modify
the government’s stance on obesity.
In July, Tommy G. Thompson, secre-
tary of the U.S. Department of
Health and Human Services, said
Medicare will remove barriers to cov-
ering anti-obesity interventions if
scientific and medical evidence
demonstrates their effectiveness in
improving health outcomes.

This step is encouraging to
Medicare beneficiaries who would
seek treatment for obesity, but the
decision does not mean treatments
for patients who want to lose weight
will be covered—at least not yet.
However, it opens the door for indi-
viduals and physicians to submit
applications to Medicare for coverage
of such obesity therapies as stomach
surgery, diet programs, and behav-
ioral and psychological counseling.

Scientific Review
“Obesity is a critical public health
problem in our country that causes
millions of Americans to suffer
unnecessary health problems and 
to die prematurely,” Thompson 
says. “Treating obesity-related 
illnesses and complications adds 
billions of dollars to the nation’s
health care costs. With this new 
policy, Medicare will be able to
review scientific evidence in order to
determine which interventions
improve health outcomes for seniors

and disabled Americans who are
obese and its many associated med-
ical conditions.” 

Medicare covers specific medically
necessary services for patients who
are ill or injured. The previous word-
ing stated that obesity was not an ill-
ness, which could thus prevent
Medicare from covering treatments
for diseases related to obesity,
Medicare officials said. The move is
one of several by the federal govern-
ment to fight the nation’s rising obe-
sity problem. Many public health
experts, anti-obesity advocates, and
doctors welcomed the decision. But
not everyone agrees that it is correct.

Medicare’s decision doesn’t yet
promise government subsidies or tax
deductions for those who attend
weight control programs or buy diet
books. Most of the government’s
attention will be focused on gather-
ing evidence to justify payment for
surgical procedures to relieve morbid
obesity. Federal officials also will seek
to determine whether diet programs
and behavior therapies are effective
in controlling weight. As The
Washington Post stated in an editorial,
“It is a useful regulatory change,
because this is precisely the sort of
evidence gathering that Medicare,
with its financial clout, ought to be
doing, and that the diet industry,
long a haven for quacks and cranks,
desperately needs.”

Some critics believe it’s absurd for
government officials to decide
whether obesity is a disease. Clearly,

obesity is a health problem, they
argue, since it leads to diabetes, high
blood pressure, heart disease, and
other health problems. In fact, recent
surveys suggest that obesity is more
directly associated with illness than
are alcohol and cigarettes. Obesity is
also a problem that can be addressed
early, before it debilitates and kills.

In the past, health plans and
Medicare have paid for the conse-
quences of obesity, rather than pre-
vention efforts to slow the disease.
But now, some health plans are
beginning to experiment with vari-
ous forms of preventive medicine.
Meanwhile, Medicare officials are
looking at the success rates of some
weight-loss programs, and the
Medicare Prescription Drug
Improvement and Modernization
Act of 2003 calls for Medicare to pay
for an initial physical for those enter-
ing the program. So, perhaps it is
appropriate to begin to pay doctors
for counseling patients about obesity.

Many surgeons who perform proce-
dures to reduce the size of the stom-
ach or to bypass the stomach do so on
patients who are morbidly obese.
People who are considered morbidly
obese are more than 100 pounds over
their ideal weight as calculated by
body mass index, a standard, if flawed
measure of weight. These patients
have actual health problems that are
often life threatening, surgeons say,
adding that they consider morbid
obesity to be a chronic disease
untreatable by diet or exercise alone.

The government will gather evidence to justify payment for surgical
procedures to relieve morbid obesity.

Should the Federal Government Pay
for Treating Obesity as a Disease?
By Richard L. Reece, MD, editor in chief

(Continued on page 12)
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Personal Responsibility
On the other hand, some experts
believe obesity is completely under
the control of the individual. These
skeptics argue that if people didn’t
eat so much or sit so long, they
wouldn’t be fat. Many in the food
industry and in conservative organi-
zations contend that obesity is a
problem stemming from personal or
parental irresponsibility, rather than
a problem that requires intervention
by the government or advocacy
groups.

“This is truly a dumbing-down of
the term ‘disease,’ ” says Rick
Berman. “This is the only disease
that I’m familiar with that you can
solve by regularly taking long walks
and keeping your mouth shut. It’s ter-
rible to start using taxpayer money
like this when there are other legiti-
mate diseases that need to be
addressed.” Berman is executive
director of the Center for Consumer
Freedom, an advocacy group in
Washington, D.C. that is funded by
the food industry (at www.consumer-
freedom.com).

At least one critic believes the gov-
ernment’s decision is based on flawed
science. Paul F. Campos, JD, a law
professor at the University of
Colorado, who wrote the book, The
Obesity Myth, says that “the decision
is irrational, given that being under-
weight is more of a health problem
for the elderly than being over-
weight. It’s not just a bad idea (he
says of the change in Medicare poli-
cy), it’s completely unscientific.
We’re in the grip of a kind of out-of-
control cultural hysteria on this issue
that leads to really irrational social
decisions, such as making obesity a
disease among the elderly.”

Perhaps so, but many experts who
support the change in Medicare poli-

cy say that it may help to eliminate
the social stigma associated with
being overweight and may encourage
more physicians to treat patients who
are overweight as they would treat
patients with other medical condi-
tions. The change might also prompt
overweight individuals to seek help.

“The lack of recognition of obesity
as a disease has cast a pall over the
field,” says Louis J. Aronne, MD.
“Now Medicare is saying obesity
deserves treatment like any other dis-
ease.” Aronne is a clinical associate
professor of medicine at Cornell
University and president-elect of the
North American Association for the
Study of Obesity, in Silver Spring,
Md. (at www.naaso.org).

Being overweight and obese clear-
ly raises health risks and the risk of
death, according to Walter Willett,
MD, a professor of epidemiology and
nutrition at the Harvard School of
Public Health. In a study in 1995 of
115,195 nurses, researchers found the
risk of death rose 60% in even slight-
ly overweight women. Other studies
show that being overweight causes a
five- to tenfold increase in diabetes
risk compared with the risk of some-
one who is very lean, Willett says.
“Being obese triples the risk of coro-
nary heart disease and endometrial
cancer; it doubles the risk of hyper-
tension and stroke,” he adds. Losing
even a little weight leads to signifi-
cant improvements in blood fats,
blood pressure, and blood sugar con-
trol, he comments.

“Every 10 years someone comes
along who thinks he or she has dis-
covered fatal problems in the rela-
tionship between body mass index
and mortality,” Willett says. “But it’s
always someone who doesn’t under-
stand medicine and human disease
processes and epidemiology.”

Areas of Agreement
The controversy notwithstanding,
there is one fundamental issue on
which most experts agree: Diets work
poorly. Most people can lose only
about 10% of their body weight by
dieting, and most tend to gain back
that weight.

The experts also agree that 
exercise improves health, regardless
of weight. In fact, it’s better to be 
fat and fit than be lean and unfit, 
says Steven Blair, president and 
CEO of the Cooper Institute, a 
nonprofit research and education
foundation in Dallas. He says 
exercise is by far the most important
factor in long-term health. The 
institute has monitored the fitness
levels of thousands of men and
women for many decades and has
shown that a person’s performance
on a treadmill test at the study’s start
was a better predictor of later health
than was body weight.

Perhaps Mark McClellan, MD,
PhD, administrator of the federal
Centers for Medicare & Medicaid,
summed up the issue best when he
said,  “From the standpoint of
Medicare coverage and the health of
our beneficiaries, the question isn’t
whether obesity is a disease or a risk
factor. What matters is whether
there’s scientific evidence that an
obesity-related medical treatment
improves health. This change in
Medicare’s coverage policy puts the
focus on public health. The medical
science will now determine whether
we provide coverage for the treat-
ments that reduce complications and
improve quality of life for the mil-
lions of Medicare beneficiaries who
are obese.”
—More information on physician practice
strategies is available on our Web site (see 
page 16).
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There is one fundamental issue on which most experts agree: 
Diets work poorly.
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Several aggressive managed
care utilization management
strategies that were largely

abandoned in the 1990s are now
making a comeback in response to a
continued rise in health care costs,
according to a report published in the
Aug. 11 issue of the health policy
journal, Health Affairs.

To some degree, health plans had
been backing away from strategies
such as requirements for prior autho-
rization, specialist referrals, concur-
rent and retrospective review, and
provider profiling that were unpopu-
lar with both physicians and patients.
By 2000, consumer dissatisfaction
with managed care prompted employ-
ers to favor less restrictive insurance
products. Double-digit increases in
health care premiums and a general
economic downtown, however, have
prompted some health plans and
employers to revisit these strategies in
an attempt to manage health care
usage more closely.

Shifting Costs
The fact that health plans are revisit-
ing abandoned utilization manage-
ment strategies is not surprising, says
lead author Glen Mays, PhD, MPH,
an associate professor at the
University of Arkansas for Medical
Sciences in Little Rock. “Cost pres-
sures have accelerated,” he says. “In
response, health plans and employers
have moved to benefit designs that
shift more costs to consumers. But
these strategies can only go so far
before undermining the value of
health insurance. At some point,
health plans have to consider other
mechanisms for constraining costs.

Utilization management mechanisms
had proven effective in the past, so it
is natural to revisit some of these
tools.”

But these mechanisms are being
adapted to make them more palat-
able to doctors and consumers.
“Health plans are being more selec-
tive in how they are using these cost
controls, in particular by targeting
them to services and procedures that
are likely to be overutilized or that
provide minimal clinical benefit,”
observes Mays.

Mays and his colleagues also note
that while controls may be less strin-
gent than they were during the 1990s,
health plans seem to be implement-
ing them in a broader range of insur-
ance products than they did initially.

What’s more, health plans are
carefully monitoring the effect of
these tools on their relationships
with providers. “Plans are reluctant
to place more administrative burdens
on providers, given the provider
backlash during the late 1990s and
the resulting contracting disputes,”
he states. “In the interim, plans have
taken concrete steps to improve their
relationships with physicians and
hospitals and they don’t want to
jeopardize any progress they’ve
made.”

Community Tracking
The report is based on an analysis of
data collected as part of the
Community Tracking Study (CTS), a
longitudinal study sponsored by the
Center for Studying Health System
Change in Washington, D.C. The
mission of the CTS is to track
changes in health systems and the

effect of those changes on different
health care constituencies. For the
study, researchers gather data through
national surveys of households, physi-
cians, and employers as well as site
visits made every two years to 12 met-
ropolitan communities in which local
health care leaders are interviewed.

Communities in the CTS were
randomly selected to represent
health care markets with more than
200,000 residents; they are Boston;
Cleveland; Greenville, S.C.;
Indianapolis; Lansing, Mich.; Little
Rock, Ark.; Miami; Northern 
New Jersey; Orange County, Cal.;
Phoenix; Seattle; and Syracuse.

As part of the CTS, four rounds of
site visits occurred in 1996-97, 1998-
99, 2000-01, and 2002-03. Interviews
were conducted with providers, hos-
pital executives, health plan execu-
tives, employers, insurance brokers,
and legislative and regulatory agen-
cies. The analysis of the 2002-03 site
visits included data from 56 health
plans in 12 communities.

Prior Authorization
The authors found that a consider-
able number of health plans reimple-
mented managed care cost contain-
ment and utilization management
strategies in 2002 and 2003 after
eliminating or relaxing them in 2000
and 2001 in response to employer and
enrollee dissatisfaction.

For example, in 2002 and 2003,
health plans in six of the 12 communi-
ties re-implemented requirements for
preauthorization of certain services
after having eliminated these require-
ments. Five plans in four communities
increased use of preauthorization of

Some health plans and employers are revisiting old strategies in an
attempt to manage health care usage more closely.

Aggressive Strategies Are Back

(Continued on page 14)
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hospitalization. Five plans in four com-
munities increased use of preauthoriza-
tion of outpatient services or proce-
dures. Four plans in three communities
increased use of preauthorization for
specialists. Seven plans in four com-
munities increased use of preauthoriza-
tion for prescription drugs.

Health plan executives interviewed
assert that services subject to preautho-
rization requirements are rarely denied.
Still, they believe that the existence of
the requirements dissuades requests for
services that are not medically neces-
sary, thereby reducing costs.

Furthermore, many plans have rein-
troduced preauthorization require-
ments that are less restrictive than
those used previously, the authors add.
For example, Regence BlueShield in
Seattle now requires preauthorization
only after certain utilization thresh-
olds (such as three MRIs or 10 chiro-
practic visits) have been exceeded.

In addition, seven plans in five com-
munities increased their use of concur-
rent review of inpatient services in an
effort to reduce length of stay and in-
hospital diagnostic tests and proce-
dures. Strategies to monitor inpatient
care include implementing telephone-
based review procedures and even
placing utilization review nurses in
hospitals that are used most frequently.

The authors found that while most
plans historically have adopted con-
current review processes only in
HMOs, in 2002 and 2003 several
plans began employing these strate-
gies in their PPO products as well.
Furthermore, some plans have
expanded concurrent review process-
es beyond hospitals to other inpa-
tient facilities, such as skilled nursing
and rehabilitation facilities.

Provider Profiling
The analysis also revealed a signifi-

cant use of retrospective review and
provider profiling. Fifteen plans in
nine communities increased their use
of retrospective review and provider
profiling based on indicators of
provider health care utilization and
quality of care.

Utilization and quality measures
varied widely across plans, the authors
note. One health plan developed a
claims review system to track inappro-
priate care and then followed up with
providers. Another plan is collecting
comparative data on utilization and
costs and will use these data during
contract negotiations with physicians.
Yet another plan is using Health Plan
Employer Data and Information Set
(HEDIS) measures of quality to profile
physicians and will provide feedback
to foster quality improvement.

The analysis also revealed that
health plans are not only revisiting
previously discontinued utilization
management activities, but that
trends in the development or promo-
tion of numerous cost-containment
activities among health plans are
continuing.

To manage the costs associated
with the care of patients with chron-
ic conditions, for example, 15 health
plans in six communities have
expanded their investment in disease
management programs. Some plans
have developed new DM programs.
Other health plans have established
programs for additional conditions to
complement ongoing DM initiatives.
Still other plans have expanded par-
ticipation in existing DM programs,
such as by extending offerings for
HMO enrollees to PPO enrollees as
well, the authors note.

In general, providers may be more
amenable to cost-containment activ-
ities such as DM programs, Mays says.
“These programs can potentially be

quite helpful to physicians who are
trying to improve patient compli-
ance,” he explains. “While evidence
is limited regarding the cost effective-
ness of these programs, plans feel they
hold promise and so are continuing to
expand their program offerings.”

A large number of health plans are
targeting high-risk, complex patients
whose conditions are likely to generate
high costs. Since 2001, 18 health plans
in nine communities have increased
their use of case management pro-
grams. These programs offer cus-
tomized, intensive interventions to
help improve outcomes and lower
costs. Participants are typically identi-
fied through predictive modeling tech-
niques based on data from health care
claims and health risk assessments.

The authors state that some plans
have developed these case manage-
ment programs to complement exist-
ing DM services. However, other
plans envision case management as
an alternative to DM, believing that
a case management strategy will be
more successful in serving patients
with complex needs whose health
outcomes may not be optimized by
standardized DM initiatives and who
are often the highest cost users of the
health care system.

Provider Networks
In response to consumer backlash
against restrictive provider panels, in
the late 1990s many plans eased
restrictions and developed panels
that were more inclusive. But, some
plans are again developing restrictive
provider networks in an attempt to
contain rising health care costs.

Four plans in three communities
developed limited network products
called exclusive provider organiza-
tions. EPOs maintain panels that are
smaller than PPO panels, offering this
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The analysis also revealed a significant use of retrospective review
and provider profiling. 
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curtailed choice of physicians and hos-
pitals at a lower cost to enrollees. For
example, one plan in Orange County,
Cal., is developing an EPO that is
about half the size of its PPO panel,
and is expecting to offer this new prod-
uct for 10% to 15% less than the PPO.

In addition, nine plans in six com-
munities developed tiered-network
products. Tiered-network products
group providers into tiers based on
their costs to deliver care. Enrollees are
given financial incentives (usually
reduced cost sharing) to choose
providers in the lower-cost tiers. Some
plans are including only hospitals in
their tiered network products, while
other plans are including both hospitals
and physicians. However, the authors
note that to date, these networks have
not been embraced due to objections
from providers, challenges in differenti-
ating providers based on cost, and con-
cerns regarding the absence of quality
considerations in the tier formation.

Another cost-containment approach
gaining popularity involves offering
financial incentives to providers.
Some plans have created new
provider incentive programs
designed to encourage efficient, cost-
effective, high-quality clinical prac-
tice. While such programs were ini-
tially implemented in HMOs, the
authors note that plans are now
adopting these incentives in both
HMO and PPO networks.

Fifteen plans in seven communi-
ties introduced a financial incentive
program, according to CTS data.
Several plans are offering financial
incentives to physicians who achieve
or exceed thresholds of quality per-
formance based on HEDIS standards.
One plan is offering higher reim-
bursements to hospitals that achieve
certain patient safety standards, such
as reduced medication errors.

Cost-Sharing
Almost all health plans have contin-
ued to change benefit designs or
increase enrollee cost-sharing in an
attempt to manage rising health care
costs, the authors found. Cost-con-
tainment approaches that employers
and health plans have adopted
include
• Increasing enrollee copayments

and deductibles
• Adding deductibles to HMO plans

that previously had offered first-
dollar coverage

• Introducing coinsurance to prod-
ucts that previously offered fixed-
dollar copayments

• Adding consumer-directed prod-
ucts that incorporate member-
directed spending accounts and
require out-of-pocket expenditures
before a given threshold is reached

• Offering lower cost plans to
enrollees who sign up for a limited
provider panel or select high-
deductible catastrophic coverage.
Since 2001, 35 health plans in 12

communities increased deductible
and copayment levels; 30 plans in 11
communities introduced consumer
directed health plans; five plans in
three communities introduced coin-
surance options; and two plans in
two communities introduced a
deductible with an HMO.

Gatekeeping, Capitation
Interestingly, the authors found that
among health plans there was no
increase in primary care gatekeeping
strategies, a utilization management
activity that was popular in the early
years of managed care. Rather, the
growth in open-access HMO and
PPO options reported in 2000-01
continued in 2002-03. However,
many plans maintained their existing
gatekeeper HMO products as a way

to offer a lower cost option.
Similarly, health plans did not

attempt to reintroduce capitated pay-
ment arrangements in the communi-
ties studied. While some plans, partic-
ularly those in Orange County, Cal.,
continued existing capitated provider
payment systems in Medicare and
Medicaid HMOs, most plans that had
abandoned such systems in 2000 and
2001 did not reintroduce capitation
as a method of cost management,
likely due to provider resistance, the
researchers say.

Many health plan executives and
employers interviewed for the study
questioned the ability of these cost-
containment strategies to reduce
health care costs significantly, the
authors say. Certainly, short-term
effects on costs will be limited as these
strategies are only beginning to affect
enrollees, the researchers explain.

Furthermore, the success of utiliza-
tion and cost-containment strategies
will depend to a large extent on the
cooperation of physicians and other
providers, the authors add. Following
the managed care backlash, many
plans are still reluctant to impose
stringent requirements on physicians
and hospitals, and in fact lack the
leverage to do so in many markets in
which providers have consolidated.

Finally, advancements in medical
technology represent a potent driver
of escalating health care costs, under-
mining the ability of utilization and
cost-containment strategies to have a
significant effect on health care costs
overall. “These strategies may be
helpful, but ultimately costs will grow
due to advancements in medical
technology,” Mays says.
—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).

Some plans are offering physicians financial incentives achieving or
exceeding thresholds of quality performance based on HEDIS measures.
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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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