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Pay for Performance Raises Questions

A federal pay for performance demonstration project is helping to improve the
quality of care in hospitals, says the federal Centers for Medicare & Medicaid

Services. In a report last month, CMS says it made incentive payments totaling
$8.69 million to 115 top-performing hospitals (about $75,569 per hospital). The
participating hospitals reported improvements in process and outcome measures in
their treatment of patients with acute myocardial infarction, heart failure, coronary
artery bypass graft surgery, pneumonia, and hip and knee replacement.

Other reports are not quite so glowing. An article in the Feb. 1 New England
Journal of Medicine concludes, “Hospitals engaged in both public reporting
and pay for performance (P4P) achieved greater improvements in quality
than did hospitals engaged only in public reporting. Additional research is
required to determine whether different incentives would stimulate more
improvement and whether the benefits outweigh the costs.” In the same issue of
the journal, Arnold Epstein, MD, of the Harvard School of Public Health,
says, “Pay for performance is fundamentally a social experiment likely to have
only modest incremental value.”

More than half of commercial HMOs use P4P in provider contracts. Of 126
health plans that have P4P programs, nearly 90% pay incentives to physicians and
38% pay incentives to hospitals. In general, the Northeast, Midwest, and West
have the most P4P programs. Such incentives are notably absent in the South.

In Minnesota, eight P4P programs are in place and pay bonuses on 43 quality
criteria. Barry Bershow, MD, medical director and head of information systems
at Fairview Health Services in Minneapolis, said, “Payments offered by health
plans provide little incentive for doctors and nurses to go the extra mile. The
reward can also be delayed gratification in the extreme, coming as long as two
years after meeting the performance goal.” Doctors and nurses may be offended
at being asked to do something they already do.

Research shows that a bonus of 10% to 25% is needed to change behavior.
That’s much higher than the typical 3% that health plans offer under P4P, said
Robert Wachter, MD, an expert on health care quality improvement.

There are other P4P problems and questions as well. Bonuses in physician
practices may not cover the investment required to buy the information systems
needed to track measures for such clinical indicators as care for patients with dia-
betes, mammography, asthma medication, cholesterol levels, management of
antidepressant medication, and blood pressure control.

P4P is still largely unproven as a tool for improving care in physicians’ offices.
Improving care by aligning payment and quality measures is an irresistible idea, but
the concept needs to be tested, validated, and approved by participating physicians.

EDITORIAL ADVISORY BOARD
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A n analysis of Medicare costs
and survival gains for heart
attack patients shows that

increased health care spending in
recent years has not been associated
with improved outcomes for these
patients. Done by Jonathan S.
Skinner, PhD, and colleagues at
Dartmouth College in Hanover,
N.H., the analysis also demonstrates
that over time, heart attack survival
improvement has slowed while
spending has risen unabated.

“The goal of our analysis was to
reexamine the conventional
wisdom that the escalating costs
associated with heart attack care
are justified by improvements in
clinical outcomes,” says Skinner,
Dartmouth’s John French Professor
of Economics. A researcher who
focuses on health care spending and
outcomes, Skinner also serves as
professor of community and family
medicine at Dartmouth Medical
School’s Center for the Evaluative
Clinical Sciences.

Finding Variation
In addition to examining health
care spending trends over time,
the researchers analyzed geographi-
cal variation across 306 distinct
regions in the United States to
determine whether those areas
exhibiting the highest costs also
experienced the greatest improve-
ment in outcomes. Published in
Health Affairs, Feb. 7, 2006, the
analysis is especially interesting in
light of contradictory findings
regarding the link between higher
health care spending and heart
attack outcomes, Skinner says.
Increasingly, health care payers and
purchasers are interested in ensur-
ing that they are paying for the best
outcomes. As a result, such research
may lead to changes in the financial

incentives payers and purchasers
offer to providers.

“Previous research has indicated
that spending on heart attack care
and one-year case mix-adjusted
survival rates have increased over
time, prompting speculation that
there is some association between
the two,” Skinner comments. “But
other research has found no associ-
ation, or even worse, a negative
association meaning regions in
which heart attack care expenditures
were the highest also experienced
the worst outcomes.”

Skinner and his colleagues merged
Medicare Part A hospital claims data
from 1986 through 2002 with the
Medicare Denominator File to cre-
ate a longitudinal cohort of enrollees
age 65 and over coded with having a
new acute myocardial infarction
(AMI). Data were analyzed for 306
U.S. regions designated by the
Dartmouth Atlas of Health Care. The
data represented an average of near-
ly 1,000 heart attacks per region
annually. “We analyzed the
risk-adjusted increase in survival
following a heart attack by compar-
ing data from 1986 and 2002,”
Skinner explains. “At the same time,
we compared the change in expendi-
tures between 1986 and 2002.”

Minimal Survival Gains
While overall gains in post-heart
attack survival justified the increases

in costs over the 17 years, the analy-
sis revealed that since 1996, one-year
survival gains have largely stagnated
while expenditures have continued
to grow.

“The flattening out of survival
gains is intriguing,” Skinner says.
“We are not entirely sure why sur-
vival gains have slowed. Potentially,
certain heart attack interventions
have smaller effects than were previ-
ously thought.” A meta analysis of
stent use, for example, was published
in the August 1, 2001, issue of the
American Journal of Cardiology. The
study showed that bare metal stents
improved patency (a measure related
to blood flow) but had no discernible
effect on mortality.

Furthermore, the analysis revealed
high variation in survival gains
across regions and over time.
Interestingly, the regions that
demonstrated the greatest growth in
one-year survival following heart
attack also had the lowest costs. In
contrast, regions that experienced
the greatest spending increases
exhibited below-average gains in
survival. Therefore, incremental
spending beyond some point may
provide little benefit or could even
harm patients.

Regions differed dramatically in
their adoption of treatment strate-
gies. “We took the analysis further
in order to identify the characteris-

Spending Fails to Boost Outcomes

(Continued on page 4)

Regions that showed the greatest growth
in one-year survival following heart attack
also had the lowest costs, the researchers
reported. Also, regions that experienced
the greatest spending increases had
below-average gains in survival, they said.



tics of the best-performing regions,”
Skinner explains. “We found that
these regions exhibited solid perfor-
mance on low-cost quality mea-
sures, such as beta blocker use,
aspirin use, and reperfusion (either
a percutaneous coronary interven-
tion or the use of thrombolytics)
within 12 hours of the onset of

AMI,” he adds. In addition, regions
with higher costs also seemed to
exhibit lower quality of care as mea-
sured by indicators such as beta
blocker use and other measures.
The analysis also revealed that
regions that had higher rates of per-
cutaneous coronary intervention
following heart attack exhibited

better outcomes at only minimally
higher costs, Skinner notes.

Interestingly, the high-performing
regions also shared another common
characteristic. The improvement in
survival was higher in regions with
the lowest number of different
physicians treating each patient
within one year following heart
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Research Shows Regional Variation Is Common
Since the 1960s, clinical investi-

gators and health services
researchers have found dramatic dif-
ferences in physician practice pat-
terns across populations. Even when
patient groups had similar levels of
health status, researchers reported
that physicians were providing dra-
matically different kinds of care, says
Elliott S. Fisher, MD, MPH, director
of health policy research at the
Dartmouth Medical School’s Center
for the Evaluative Clinical Sciences.
A general internal medicine physi-
cian and a professor at Dartmouth
Medical School, Fisher notes that as
research has continued, regional
variation has been shown to be sig-
nificant in many cases.

One of the well known research
efforts is the The Dartmouth Atlas of
Cardiovascular Health Care. The
most recent edition, based on
Medicare data from 1995 to 1997,
provides comparative data on the
use of cardiac therapies for 306
regions across the United States.
The atlas has identified numerous
cases of variation in cardiac care
including the following:
• Total (imaging and non-imaging)

stress testing per 1,000 Medicare
enrollees ranged from 30.4 in
Grand Junction, Colo., to 155.2
in Houma, La.

• Echocardiography per 1,000
Medicare enrollees ranged from
39.9 in Grand Junction, Colo., to
339.3 in Miami.

• Coronary angiography per 1,000
Medicare enrollees ranged from
12.3 in Salem, Ore., to 55.2
in Alexandria, La.

• Coronary artery bypass grafting
per 1,000 Medicare enrollees
ranged from 2.4 in Grand
Junction, Colo., to 12.5 in
Redding, Calif.

• Percutaneous coronary interven-
tions per 1,000 Medicare enrollees
ranged from 2.7 in York, Pa., to
22.2 in Elyria, Ohio.

• The percentage of appropriate
patients receiving aspirin at
discharge ranged from 52.1% in
San Luis Obispo, Calif., to
96.0% in Mason City, Iowa.

• The percentage of appropriate
patients receiving beta blockers
at discharge ranged from 5% in
McAllen, Texas, to 89.3% in
Victoria, Texas.

• The percentage of ideal patients
receiving ACE inhibitors at dis-
charge ranged from 30.0% in
Olympia, Wash., to 100% in
Wausau, Wisc.

• The percentage of ideal patients
receiving reperfusion within 12
hours after AMI ranged from
33% in Slidell, La., to 87% in
Everett, Wash.
Studies performed at many

institutions also measure signifi-
cant regional variation in AMI
care. Researchers at the Indiana
University School of Medicine
and the Roudebush VA Medical

Center, for example, examined
regional variation in health care
utilization and outcomes in the
care of veterans following heart
attack. The research was published
in the August 2002 issue of the
Journal of General Internal
Medicine. Almost 68,000 veterans
with AMI between October 1990
and September 1997 were identi-
fied using national Veteran’s
Administration databases. The
researchers found substantial
geographic variation in clinical
care and outcomes, and region of
the country was an independent
predictor of time to death.
Veterans living in the Northeast
and West had a lower risk of death
than those in the South. Follow-up
care also was more common
within 60 days and one year
following AMI in the Northeast
and West than in the South
and Midwest.

In another study, researchers
found that the use of coronary
angiography in patients with
AMI varied substantially across
geographic areas. In a study
published in the July 2002 issue
of Medical Care, researchers reported
that 42% of patients for
whom angiography was considered
necessary did not undergo the
procedure; rates of underuse
varied from 24.0% to 58.3%, the
researchers said.

—DJN

(Continued from page 3)



attack. In contrast, regions where a
large number of different physicians
treated each heart attack patient
were most likely to lag behind in
survival gains and experience rapid
growth in expenditures.

“Initially, it might seem as though
the number of different physicians is
an indicator of illness severity,”
Skinner observes. “But we found that
predicted mortality (the severity of
disease) did not vary across the coun-
try by the number of different physi-
cians involved in care.” Skinner
speculates that lack of coordination
of care leads to poorer outcomes and
greater costs.

Implications for Cardiologists
There are a number of lessons cardi-
ologists can learn from Skinner’s
analysis. “The general principle is
that the expensive treatments or
those that require the most skill are
not always the ones that yield the
greatest benefit,” Skinner comments.
“The lesson from our study is that
sometimes the humble treatments
such as aspirin and beta blockers
yield tremendous benefits at little
cost, even if they weren’t as exciting
or cutting edge as the latest surgical
cardiac intervention.”

Other researchers have made sim-
ilar findings. A study of seven-year
survival in more than 158,000
Medicare patients with AMI, for
example, showed that the difference
in seven-year survival between
regions providing the highest rates of
both invasive and medical manage-
ment strategies and those providing
the lowest rates of both strategies was
6.2%. Therefore, survival improved
with intensity of both invasive and
medical management. However, in
areas with higher rates of medical
management, there appeared to
be little or no improvement in sur-
vival associated with increased
invasive treatment. The research
was published in the March 16,
2005, Journal of the American
Medical Association.

—Reported and written by Deborah J.
Neveleff, in North Potomac, Md. More infor-

mation on physician practice strategies is avail-
able on our Web site (see page 16).
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More Study Needed
on Practice Patterns
Elliott S. Fisher, MD, MPH,

director of health policy
research at the Dartmouth Medical
School’s Center for the Evaluative
Clinical Sciences, believes more
research is needed about variations
in physician practice patterns.

“Ideally, an examination of why
physicians in some communities
make different judgments than oth-
ers can lead to improvements in
quality of care,” Fisher explains.
“Further work to explore the causes
of regional variation has been wide-
ly acknowledged to be important
because the implications for health,
quality of care, and costs were large-
ly unknown until recently.”

Regional differences in cardiac
care have developed despite
national guidelines for prac-
tice that have been widely dissem-
inated and, in many cases, are not
controversial. “The guidelines
only capture a tiny bit of cli-
nical practice,” observes Fisher.
Furthermore, these guidelines do
not narrowly constrain physician
decision-making, he adds.

“Finally, even when treatment
recommendations are uncontro-
versial, physicians are failing to do
what they should be doing a sub-
stantial portion of the time,”
Fisher adds. These areas are cur-
rently the focus of much of the
quality monitoring activity in
health care. Examples of such
monitoring include the provision
of aspirin to heart attack patients
in emergency departments and the
provision of beta blockers upon
discharge to appropriate patients.

“Substantial underuse of proce-
dures in cases where we know that

the procedure should be provided
can be due to a variety of possible
causes at the system level, such as
failure of communication among
physicians,” Fisher says.

For elective procedures such as
percutaneous coronary interven-
tions (PCI) or bypass surgery,
researchers believe that two fac-
tors contribute to a substantial
portion of the variation in care.
“One is the remaining scientific
uncertainty about actual outcome
differences between the interven-
tion and medical therapy,” Fisher
says. There is still substantial
uncertainty, for example, about
the relative benefits of PCI com-
pared with intensive medical
therapy for patients with stable
angina. “Second, even when
there is relative certainty about
outcomes, the decision about
whether to undergo the treatment
should be made by the patient.
But physicians vary in the degree
to which they take account of
patient preferences for care.”

Fisher believes that physicians
should focus on ensuring that they
present to patients balanced infor-
mation about the risks and benefits
of procedures and the uncertain-
ties surrounding the outcomes.
“Then, physicians should help
patients figure out whether the
treatment is the right treatment
for them,” he asserts. “Patients
should drive care choices based on
their own values. Ideally, any vari-
ation in care should be based on
patient preferences, rather than
on opinions of the physicians in a
given region.”

—DJN



Patient medical records con-
tain all the information a
thief needs to steal someone’s

identity. “Medical records and
patient charts may include Social
Security numbers, driver’s license
numbers, phone numbers, addresses,
even checking account and credit
card information,” says Rhonda
Picou, RN, MSN, vice president of
physician compliance for Peak
Performance Physicians, LLC,
in New Orleans. Yet providers are
generally more concerned about
protecting clinical information than
they are about protecting their
patients’ identity information.

“If someone breaks into a physi-
cian’s computer system, you can be
sure they care less about a patient’s
clinical information and more about
the information that could be used to
steal identities,” Picou comments.
“Clinical data have layers of protec-
tion, such as computer passwords and
other security features, to prevent
leaks, but providers just don’t think
about protecting identity informa-
tion. It’s not a natural thought
process for them.”

A Growing Threat
Medical identity theft is a disturbing
and growing trend, however, and
practices that fail to protect their
patients’ financial information risk
their reputations, possible huge legal
damages, and the expense of victim
credit monitoring and counseling.
Fines under the Health Insurance
Portability and Accountability Act

(HIPAA) for unlawfully disclosing
patient data can be as high as
$250,000 and, if convicted, a person
could face 10 years in prison. A num-
ber of states have even tougher laws
regarding security and identity theft.

As a result of some high-profile
cases, providers are becoming more
aware of the dangers of medical iden-
tity theft, says John C. Parmigiani,
president of John C. Parmigiani &
Associates, LLC, in Ellicott City, Md.
When patient’s information is stolen,
the cost to fix the problem can be
high. After patient data was stolen
from the Veterans Administration,
the VA spent $7 million just to inform
everyone affected that their medical
and personal data were at risk, he
notes. “In another case, a well-known
company that provides identification
and credentialing services for business
and government had to pay $15 mil-
lion in legal fees and lost $720 million
in business following a security
breach,” he says.

Typically, physicians and other
providers must notify each person
whose identity information was lost
or stolen, set up a call center for vic-
tims, pay legal fees of about $1,000
per victim, and pay fines and penal-
ties for each incidence. “Then they
have to perform credit monitoring for
the victims,” adds Parmigiani.

Low Compliance Rates
“The problem is huge; much larger
than people realize,” according to
Wayne F. Mackert, owner of iTM
Healthcare, a health care consulting

firm in Bellevue, Wash. The Federal
Trade Commission defines medical
identity theft as the use of a person’s
name or insurance information with-
out permission to obtain medical care
or file false claims for medical care.
The FTC reported almost 18,000
such cases in 2005.

This trend affects medical practices
of every size, Mackert notes, saying
physicians aren’t doing enough to pre-
vent HIPAA violations. “Physicians’
HIPAA compliance rates are pretty
abysmal, at only 38% for security,” he
says. The security segment of HIPAA
went into effect in 2004, but compli-
ance rates for security measures are
declining, he adds.

Sealing Leaks
A surprisingly large number of
potential leaks exist in medical prac-
tices, including paper files, laptop
and desktop computers, personal dig-
ital assistants, cell phones, printers
and fax machines, servers, and of
course, the Internet. “I have read of
cases in which computers were
stolen and the clinical information
could not be accessed because the
information was not housed on the
computer hard drive,” says Picou.
“The business software, however,
was on the hard drive and there was
plenty of financial information easily
obtainable on the computers.”
Thieves usually steal computers to
resell, she adds, but more savvy
crooks use the financial information.

Even health care providers who
follow HIPAA regulations are at

PRACTICE MANAGEMENT
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Beyond HIPAA: Preventing ID Theft

“If someone breaks into a physician’s computer system, you can be
sure they care less about a patient’s clinical information and more
about the information that could be used to steal identities.”

—Rhonda Picou, RN, MSN, Peak Performance Physicians
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risk. “Everyone focuses on having
patients sign the standard HIPAA
consent forms,” Mackert says. “They
think this gives them an out, but it
won’t stand up in a court of law.”

Making Improvements
For William R. Fellows, MD, an inter-
nal medicine specialist in Biloxi,
Miss., security is a high priority, says
Gini Fellows, the office manager for
her husband’s practice. “We use safe-
guards such as individual computer
passwords for employees and separate
individual passwords for the billing
system,” she says. Credit card receipts
are kept in a locked file and when the
office is closed, security guards patrol
the hospital campus where the office is
located. The guards ask all outsiders,
including maintenance workers and
technicians, to sign agreements to
protect patient information, she adds.

“And because we’re in hurricane
land, our disaster plans include provi-
sions to protect all patient informa-
tion,” Fellows says. After Katrina,
patient records from many practices
were found lying all over the beach,
and medical charts were seen scattered
on the roads. “Many doctors lost their
records in that hurricane,” she adds.

Fellows believes her staff is tough
when it comes to security. “They’re
up on HIPAA and we let them know
what we expect and need from
them,” she says. “And, we always
check references, which we believe is
really important.”

The Highest Risk
In her husband’s first year of practice,
Fellows hired a receptionist. “I didn’t
check her references because we were
so busy that first year,” she explains.
The employee spent a lot of time on
the Internet, which violated the prac-
tice’s security policies. “She would
turn it off when she heard me
approaching,” she says. “Then we
began receiving telephone calls ask-
ing for a person with her first name,
but different last names. She had

been using aliases for some reason and
then one day, someone came to our
office to repossess her car. I let her go
after that.”

The weakest link, experts agree, is
office staff. “Personnel with the most

access to financial information are
generally the lowest paid employees
in a practice,” Picou says. Every time
a patient pays with a check or credit
card, an employee has access to that

ID Thefts Reported Widely
It is not unusual to find stories about medical identify theft in most

major newspapers and trade journals. Often, medical office staff are
involved in the theft and are found to have used the information for
credit card shopping and submission of phony Medicare and Medicaid
claims. Here are two examples.

In one case, a phlebotomist in the Seattle Cancer Care Alliance used
a bone marrow transplant patient’s medical record to obtain the patient’s
name, Social Security number, and date of birth. With this information,
the worker got credit cards in the patient’s name and made purchases
totaling almost $10,000. This employee was the first to be prosecuted
under the HIPAA criminal privacy violation statute. After a trial, he
was sentenced to 16 months in prison.

In another case, a front office worker from the Cleveland Clinic in
Florida stole names, birth dates, Social Security numbers, Medicare
numbers, and addresses from more than 1,000 patients in the clinic’s
database. The worker used the information to make fraudulent Medicare
claims worth more than $2.8 million. He also sold the information to
others who filed false Medicare claims as well. —DE

VA Has Had Several Incidents
The Department of Veterans Affairs reported last May that a laptop

and disks containing personal information on 26.5 million veterans
were stolen from an employee’s home. The FBI later recovered the
computer and found no signs that personal data had been compromised.

But, in August, a desktop computer containing insurance claims
data on about 20,000 veterans treated at the Pittsburgh and
Philadelphia VA medical centers was stolen.

Last month, a portable hard drive that may contain the personal
information of as many as 48,000 veterans may have been stolen, the
federal Department of Veterans Affairs said. An employee at the
VA medical center in Birmingham, Ala., reported the external hard
drive missing on Jan. 22.

As a result of those incidents, VA Secretary Jim Nicholson
established the VA information security program, setting standards
for accessing information systems and requiring officials to report
compliance failures or policy violations immediately. He also
ordered annual cyber security and privacy awareness training for all
VA employees.

(Continued on page 8)
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information. “It’s crucial to ensure
your employees are of good charac-
ter,” she adds. “It may seem like
overkill, but every employee should
have to pass criminal and credit
background checks.”

Parmigiani agrees, saying a lack of
such safeguards would not help a
provider in a lawsuit. Formal staff
training and informal refreshers
are necessary. “Use meetings, posters,
and memos to keep security a priority,”
he advises. “Educate staff that charts
should not be left on copy or fax
machines and that patient informa-
tion should be discussed in a low voice.

Improving Accountability
“In addition to training and refreshing
staff on policies and procedures,
be certain to assign responsibility
for privacy and security to one
person,” notes Parmigiani. That’s a
HIPAA requirement, but also
provides accountability. Providers
must also record their actions, to show
that security policies and procedures
are enforced.

People are most often the problem,
but policies, procedures, and technol-
ogy also are concerns. “Be certain
that policies are designed to fit your

practice,” says Parmigiani. “Good
security is done in layers. The goal is
to make access difficult enough to
deter thieves, but not so difficult that
personnel must take shortcuts around
security safeguards.”

Physicians also should know what
safeguards are required and effective.
“Some physicians’ offices insist that
patients sign the HIPAA privacy
notice at every visit, but they only
have to do that once,” Parmigiani
says. “To ensure privacy, a pharmacy I
know placed expensive baffles in the
store to absorb sound, but the sound-
proofing did such a good job that
they had to take it out. People with
hearing problems, including many
elderly patients, could not hear and
had to scream to be heard.”

Notification and Security
Aside from HIPAA, other laws affect
the security of patient financial
information. The Fair and Accurate
Credit Transaction Act (FACTA) of
2003 requires credit bureaus and
other credit-reporting agencies to
investigate victims’ claims of inaccu-
rate information and make necessary
changes. “This law directly affects
doctors’ practices,” Picou says.

Identify theft protection provided in
this law and HIPAA may be used as
a standard of due care in the event of
a security breach.

In addition, California state law
requires the government, private
companies, and nonprofit corpora-
tions with computer databases
containing personal information
to report all privacy and security
breaches to all affected individuals.
“If there is a breach and the database
is not encrypted, providers must
contact everyone in that database,”
claims Parmigiani. More than 30
states have passed similar notifica-
tion laws.

Regardless of the level of enforce-
ment, safeguarding patients’ identity
and financial information should be
a top priority and a continual
process. “Security policies and efforts
tend to break down over time,”
Mackert says. “For the 10 people
who work in the office now, there are
more than 100 people who may have
access to the system. Security is a
journey, not a destination.”
—Reported and written by Deborah Epstein,
in West Milford, N.J. More information on
physician practice strategies is available on our
Web site (see page 16).

(Continued from page 7)

Steps to Take to Improve Practice Security
Many of the steps used to protect

patient personal and financial
information are common sense. Here
are some tips for preventing medical
identity theft in your practice:
• Lock all medical records in a fire-

proof environment, as required
under HIPAA.

• Be certain that everyone who enters
the office, including patients, family
members, and vendors, signs in and
signs out at all entrances.

• Maintain alarms, secure windows
and doors, and install a security
system that the police or a securi-
ty company monitor.

• Use privacy screens and automatic

log-offs for all computer monitors.
Never leave unattended computers
turned on.

• Recognize that almost every
case of identity theft involves
staff members.

• Limit personnel access to patient
financial data as much as possible.

• Make sure that vendors
for electronic medical records
systems, practice management
systems, and imaging systems are
HIPAA compliant.

• Be certain to collect all access
tools, such as keys and pass-
words, when an employee leaves
the practice. Change locks if

keys are not returned.
• Develop policies regarding Inter-

net access, including e-mail usage.
• Have all non-employees who

have access to the office sign con-
fidentiality agreements to protect
patient information.

• Keep patient records separate
from the patient waiting area
with a physical barrier.

• Notify recipients when faxing
referrals, treatment plans, or
any information that includes
patient information, and ask the
recipient to call back when the
fax is received.

—DE



Once accustomed to being a
full-time physician, many
younger doctors face a range

of choices about career direction.
The challenge for these physicians is
selecting an alternative that lays the
foundation for a stable, growing, and
satisfying professional career. For any
physician in practice, there are a
wide variety of possible career path-
ways, but each one has advantages
and disadvantages that relate to pro-
fessional development and lifestyle
decision. For physicians who opt to
be full-time clinicians, the variety of
settings to consider includes joining
an existing group, forming a new
group, starting a solo practice, or buy-
ing into a medical group. A physician
seeking to work in other settings can
consider taking a position in a hospi-
tal or in another country, or working
in the public or private sectors.

Joining a Group 
In a typical situation, members of a
long-running successful group prac-
tice may want to work fewer hours
than they have worked in the past
while also expanding the practice’s
patient population. One or more of
the physicians in the group may be
looking toward retirement, for exam-
ple. In this situation, the group may
decide to add a younger doctor who
can contribute new knowledge and
energy, while taking over some
patient hours. Initially, the new
physician may not be expected to
bring in new patients or income, but
would receive a share of group profits.
Sometimes a hospital where the
group has admitting privileges may
help subsidize compensation for the
incoming physician.

Before making a decision to join
such a group, the younger physician
should understand the practice thor-
oughly. “The partners must show you

their books, and everything they do.
If they keep anything from you,
you’ll simply have to believe what
they tell you, and will have no
recourse if there is a serious prob-
lem,” cautions Robert Mestas, MD,
medical director of Physicians’
Career Practice LLC in Denver. “Pay
attention to how the business is run.
Ask questions and show interest.
You will have to make critical deci-
sions with a small amount of infor-
mation, and also be a businessperson,
which can be difficult.”

In these situations, there are sever-
al potential problems to consider.
First, an entering physician who
expects to see a set number of new
patients may be given fewer of them
if partners aren’t ready to lessen their
own incomes. It takes a while for
younger doctors to build patient vol-
ume through word of mouth and to
generate referrals. Second, senior
physicians may opt out of night calls,
but still work full days. A younger
doctor, told to anticipate night calls,
actually might be taking most of
them. Third, sometimes, the group
will ask entering physicians to sign a
noncompete contract, requiring
them to affiliate with a different hos-
pital after leaving the group practice
or relocating.

One of the most difficult problems
to address involves productivity. Some
physicians are highly productive,
while others see fewer patients and
generate less income. In other words,
some physicians will work the same

number of days and receive the same
income, but see far more patients than
others. Resolving problems involving
productivity can be challenging for
any group.

Starting a Practice
To avoid any issues involving produc-
tivity and other concerns, some
physicians simply decide to start their
own solo practice, allowing them to
run the operation according to their
own principles, without needing the
consensus of colleagues. These physi-
cians define the range of practice,
select staff, and set hours and proce-
dures. For physicians who want inde-
pendence and autonomy, this option
is attractive. But doing all the mar-
keting and administrative work can
be difficult and time-consuming.
Covering every expense (including
rent, equipment, salaries, benefits,
and malpractice insurance) is a
steady financial responsibility. If you
choose such an arrangement, you
would be the only doctor on call for
emergencies and creating office hours
to allow more family time usually
means seeing fewer patients.

After several years of experience
in a solo practice or a larger group,
some younger physicians might
decide to combine their skills with
other doctors and form a new group.
If each physician has developed
name recognition or an adequate
patient base, forming a new group
can be a viable option. Doing so,
however, is fairly unusual, says

(Continued on page 10)
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Make Choices Match Career Goals
Some physicians have an interest in the
business or financial side of health care,
where first-hand medical knowledge and
an understanding of the health care system
are valued assets.
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Mestas. Most physicians with rela-
tively few years of practice don’t yet
have enough patients to launch a
new group, he says.

Buying Into a Group
Some group practices allow a physi-
cian to buy in and become an owner
over a specified period, such as five
years. “This is fine as long as every-
one knows up front what the plan
is,” Mestas says. One young doctor
Mestas knows accepted a salary and
then returned a set percentage of
each paycheck as payment toward
his buy-in. “This is an alternative to
simply borrowing $500,000 to buy
into the practice, but you won’t get
full benefits until you become a
partner,” he says. Mestas doesn’t
recommend buying in because
physicians who do so tend to add to
the debt they already have from
medical school.

Mestas’ experience illustrates an
alternative method of joining a
group. In 1980, he became the sixth
physician in a large, established ob-
gyn practice. “They wanted me to
work with them and showed me
their books and how much each
doctor had produced over the past
five years,” he says. He was paid a
starting salary for the first year, then
50% of a partner’s salary during his
second year, and 75% during the
third year. By the fourth year, he was
a full partner.

“It was fair and simple, with every-
thing known up-front,” Mestas
explains. “They told me I could
leave after the first year if I was
unhappy. I was not asked to sign a
noncompete agreement. I stayed 21
years until I retired. I knew what I
was getting into, and all subsequent
hires got the same treatment.”

Other Settings
Apart from group or solo practice,
thousands of physicians work fulltime
in hospitals and academic institutions.
When choosing a hospital position,

a physician needs to make several deci-
sions. Should the physician choose a
hospital that is a private or public orga-
nization, large or small, urban or rural
setting, or a specialty center or general
hospital? Each setting has pluses and
minuses, so physicians need to take an
honest look at their temperament and
preferences. A big academic medical
center usually offers the latest equip-
ment, technology and treatments,
and may be a site for important
clinical trials. These centers may afford
an opportunity to collaborate on com-
plex cases with colleagues in many dis-
ciplines. However, some physicians
find they dislike the impersonal,
departmentalized feeling of a huge
institution. A smaller hospital can be a
less hierarchical workplace and afford
closer contact between staff and
administration. A specialty hospital
provides a chance for physicians to

develop expertise in a particular
procedure or condition and work with
experts who share their focus.

Academic positions at medical
schools are a popular career choice.
The positives include the stimulation
and gratification of working with
students, and the salary and benefits
of a faculty job. Physicians will have a
set weekly schedule of classes and
office hours, along with academic
vacations and time for conferences.
Teaching positions include office and
support staff, removing large expenses
that self-employed physicians incur.
Among the disadvantages of an acad-
emic position is the pressure of a
tenure track, which often requires a
substantial amount of research and a
requirement to publish articles in
peer-reviewed journals. A set salary
may mean earning less than some
doctors in private practice make.

(Continued from page 9)

8 Ways to Evaluate a Practice

For physicians considering taking a position at an existing practice,
there are many ways to evaluate the operation. Here are eight steps

experts recommend.
1.Seek transparency. Will partners share all books and records with

you so that you can review them?
2.Discuss expectations thoroughly. Are you required to see a certain

number of patients each week, or be on call for a designated number
of nights and weekends?

3. Scrutinize the financial arrangements. Will you receive a salary,
percentage of profits, or some combination? How long will it take
to become a full partner?

4. Study every contract provision and have your lawyer review it as
well. Is a noncompete clause included?

5.When was the practice established? Are founding partners still
involved? How many new physicians have been hired and how
many remain with the practice?

6. What is the practice’s reputation among medical professionals
and consumers in the community?

7. Where do practice members have admitting privileges? Are you
familiar, and comfortable, with these hospitals?

8. Sit inconspicuously in the waiting room once or twice. Are front
desk staff cordial and efficient? Are phones answered quickly and
professionally? Is the environment clean and orderly? Do patients
seem comfortable? Is the typical waiting time acceptable to you?



International careers offer distinc-
tive gratification and experiences
for doctors drawn to helping treat
or solve major health problems
in developing countries. Rachel
Bronzan, MD, MPH, had traveled in
Kenya and appreciated the enormous
success family physicians could have
with simple interventions. She joined
an international epidemiology training
program that sent her to Mali,
Kazakhstan, and South Africa to work
on infectious diseases. After two years,
Bronzan accepted a hospital position
in Malawi, caring for seriously ill chil-
dren and conducting malaria research.
Her biggest reward involved working
with pediatric patients.

The Public Sector
Physicians have jobs at many levels
of government. They often serve city,
county, and state health departments
as immunization specialists and as
communicable disease experts.
Physicians also work as directors at
some of the largest federal agencies,
including the federal Centers for
Disease Control and Prevention.
Such positions are attractive because
they afford the chance to affect the
well being of large numbers of people.
Especially at city or county levels, a
doctor can directly improve public
health. And, within the federal and
state governments, physicians get
involved in developing and imple-
menting significant health policies.
Employment opportunities are as
varied as the national and state
health-related agencies, such as the
National Cancer Institute,
Department of Veterans Affairs, and
the Food & Drug Administration.

Additional lures of government
health jobs include predictable
hours, a known career ladder, good
salary and benefits, and an opportu-
nity to educate the public and
promote health. Bureaucratic
settings can be difficult, however, for
someone who enjoys autonomy.
Some commissioners or department

heads encourage innovation, but
large bureaucracies tend to have
well defined roles and procedures.
In addition, some senior positions
are political appointments.

Private Industry
Some physicians have an interest in
the business or financial side of
health care, where first-hand medical
knowledge and an understanding of
the health care system are valued
assets. Some physicians who have
earned a graduate business degree
(MBA) after medical school may be
particularly attractive candidates for
jobs in managed care and for health
care purchasers, such as large busi-
nesses. Several programs combine
medical and business training, lead-
ing to a combined MD-MBA degree.
But an advanced degree isn’t always
necessary. Physicians with some
experience may be able to land posi-
tions in health care groups of large
investment companies such as
Merrill Lynch or in large firms that
consult on health care.

Almost all managed care compa-
nies and health insurance plans hire
physicians, many at senior level posi-
tions, such as medical directors.
Large, well established pharmaceuti-
cal companies hire physicians in
research, administration, marketing,
and other departments. While corpo-
rate salaries and benefits can be
appealing at highly profitable compa-
nies, some younger physicians are
drawn to the fast pace, excitement,
and unpredictability of small start-up
companies, such as biomedical and
information technology firms.

Getting Help
A major career choice is a complex
decision, so it may be worth seeking

an impartial perspective. An adviser
at your medical school or staff mem-
ber at your professional specialty
association might be able to help you
sort through various factors. A spe-
cialized firm such as Physicians’
Career Practice provides thorough,
intensive, individual assistance.
Trained career counselors familiar
with health and science careers can
address concerns and help set priori-
ties. Some career counselors are
listed on the Web site of the
National Board of Certified
Counselors (www.nbcc.org). Once
you have a general idea of a direction
you’d like to pursue, an executive
recruiter can provide a range of
potential positions and make sugges-
tions for targeting your resume.

One of the best ways to find the
right position is by networking,
meaning simply talking to as many
people as possible. At local medical
association meetings, conferences,
continuing medical education classes
and other professional gatherings, ask
physicians if they know of any open-
ings at hospitals, medical schools,
public agencies, or group practices.
Contact your medical school alumni
association to get in touch with grad-
uates working in the types of jobs or
locations you’ve identified. Attend as
many alumni association meetings as
you can.

Medical training provides an array
of skills and knowledge that are wel-
come in diversified settings. Taking
the time to weigh your own circum-
stances thoughtfully against different
work possibilities will increase your
odds of landing the right position.
—Reported and written by Carol Milano, in
Brooklyn, N.Y. More information on physi-
cian practice strategies is available on our Web
site (see page 16).
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One of the best ways to find the right
position is by networking, meaning simply
talking to as many people as possible.
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Q: Let’s begin by discussing some
of the reasons physicians are

motivated to pursue business degrees.

A: Like members of any group,
their motivations vary.

Physicians in private practice typi-
cally want to learn more about the
business side of practice. For others,
it’s become sort of a baseline career
requirement to have an advanced
degree, especially in business or med-
ical management. Obviously, earn-
ing an additional degree or certifica-
tion doesn’t guarantee that a physi-
cian will automatically advance
within an organization or that the
degree will be the deciding factor
between two candidates for a
position. But, from what we’re hear-
ing from recruiters, an advanced
degree is becoming a prerequisite in
many organizations.

Q:In addition to advancement or
additional opportunities, are

there other reasons physicians pursue
advanced degrees?

A:We’ve found that many doc-
tors are frustrated by the limi-

tations of medical practice. They
want to have a more significant effect
organizationally on the health care
system and realize that they need
medical or business management
skills and education to do so.

Q:Can you describe the physicians
who typically participate in the

programs the ACPE offers?

A:Many of our participants have
just completed their residen-

cies, while others are looking for a
second career in management. Some
are doctors who have become
medical directors in hospitals and
they’ve found that they have an
aptitude and enjoy the administra-
tive side of medicine.

On the other hand, a vast majority
of our members are still practicing
clinically in some capacity. They
want to stay closely involved in clin-
ical practice, but also continue to
move toward medical management
positions. Our membership is open to
licensed allopathic (MD) and osteo-
pathic (DO) physicians, and licensed
dentists with a DDS or DMD degree.

Q:Is it true that finance and busi-
ness courses go beyond what

physicians learn in medical school?

A:Yes. That’s one of the reasons
we offer an entry level course

called the Physician in Management.
This program is a week-long seminar
that introduces all components of
management. There’s a day spent on
finance, a day on marketing, a day on
influence, a half day on management,
a half day on communication, and a
full day on negotiations. Another
option is to take individual modules in
any order. Physicians can do so using
ACPE’s InterAct Express, which is an
educational program on the Web.

The Physician in Management
course is popular because it gives par-

ticipants a taste of health care man-
agement. Many participants then
take more intensive courses, which
expand on each of these basic man-
agement skills. Physicians are eager
for more advanced programs, in part
because the modules provide them
with a good foundation for adding to
their knowledge and confidence.

We also publish several books on
medical management, which are
often of interest to physicians who
might be thinking about taking
courses, but want to learn more
before doing so.

Q:You mentioned online courses.
Is there much interest among

physicians for learning via the Web?

A:We offer many options
because we believe our pro-

grams should be flexible so that
physicians can choose the methods
that work best. We offer four live
classroom programs a year. These are
our institutes in the winter, spring,
summer, and fall. These same courses
are available throughout the year via
InterAct, our online distance learn-
ing system, and are typically three to
six weeks long. We call it InterAct
because the online courses involve
interaction with other participants
and faculty. Participants also receive
lectures and other resources such as
digital video, which they can view at
their convenience.

Many of our members complete all
of their 125 ACPE hours via InterAct.
Because physicians can participate any
time of the day or night, they find it
much more convenient than attend-

“From what we’re hearing from recruiters, an
advanced degree is becoming a prerequisite
in many organizations.”

—Susan Quinn, ACPE

Susan Quinn is the director of educational
design and development for the American
College of Physician Executives (ACPE), in
Tampa. ACPE is dedicated to developing
physician leaders through medical management
education and professional programs. The college
aims to build a critical mass of physician leaders
who can guide the direction of health care.
ACPE is the nation’s only professional and
educational association of and for physicians
in health care management. Quinn reviewed
the development of physician leaders with Editor-
in-Chief Richard L. Reece, MD.

ACPE Fosters Professional Development



ing a live program. In fact, we’ve found
that a significant percentage of physi-
cians log in after 11 pm and do the
majority of their coursework between
11 pm and 3 am. Such flexibility
allows them to reach their goals and
complete the program. In contrast,
most executive MBA programs require
that you conform to a fairly restrictive
schedule, such as attending live cours-
es one weekend every month.

Q:After the Physician in Manage-
ment program, what types of

advanced courses do you offer?

A:We have several, of course.
For example: One program is

a four-day course on financial deci-
sion making. Participants learn to
assess their organization’s current
financial health and use that knowl-
edge to make informed decisions. It’s
an advanced course that includes
tools for better budgeting, improving
cash flow, and generating higher
rates of return. They learn to read
financial statements (both the num-
bers and beyond the numbers) to
determine what the numbers really
say about an organization. And they
study financial statements and case
studies extracted from actual organi-
zations that illustrate the concepts
they’re learning.

Another area of interest is infor-
matics. In this area, we offer five
InterAct Express courses: computer-
ized physician order entry, e-health
strategies, IT change management,
practical fundamentals of informa-
tion technology, and using technology
for knowledge management.

But, of course, as the premier orga-
nization for medical management
education, we offer a full spectrum of
programs from basic management
courses to master’s level programs.
We also offer a certification program
to members, who must be licensed
physicians, which allows them to
earn the designation of Certified
Physician Executive.

Another feature of our programs
is that all ACPE courses carry

Category 1 continuing medical educa-
tion credits, which is important to
many physicians and not usually avail-
able through universities. In addition,
we offer our master’s level programs at
leading universities. Our partner uni-
versities include Tulane University,
Carnegie Mellon, the University of
Southern California, and the
University of Massachusetts at
Amherst. Tulane, Carnegie Mellon,
and USC offer a master of medical
management (MMM) degree, and
UMass offers a master of business
administration (MBA) program. 

After physicians complete a certain
number of course hours with ACPE
(currently 125), which we call
Section I, they can continue with one
of our partner universities to earn an
MMM or an MBA.

The Section I curriculum can be
completed in six months even though
participants can take seven years
to complete the program at their own
pace. On average, physicians com-
plete the MMM degree coursework in
12 months and complete the MBA
program in 2.5 years.  

Q:Do you know how many ACPE
participants work for hospitals,

health plans, and group practices?

A:We haven’t segmented the
population this way, but hos-

pitals likely employ the vast majority
of our participants.
—Edited by Laura Herbst, in Mashpee, Mass.
More information on the ACPE courses is
available on the Web (at www.acpe.org) or by
phone (at 800-562-8088). More physician
practice strategies are available on our Web site
(see page 16).
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MBA vs. MMM:
What’s the Difference?
The ACPE cites four main differences between the MMM and the

MBA in Medical Management offered at UMass. In addition to the
typical MBA courses of accounting, information management, finance,
marketing, and human resources management, the UMass program
includes courses in behavioral science, economics, and quantitative
analytical methods. In contrast, the Master of Medical Management
(MMM) program includes some MBA coursework with additional
content unique to the issues and concerns of medical management.

The ACPE says the four main differences are as follows:
• Content. The MMM integrates health care research with business

to teach relevant management and leadership competencies in a
doctors-only classroom. By contrast, the UMass program teaches
management and leadership competencies from a broad, comprehen-
sive business school approach using examples from all industries,
and there are non-physician professionals among the participants.

• Format. The MMM format includes short on-campus sessions blended
with independent study and distance learning. The UMass MBA
involves all distance learning and includes independent study and
online learning.

• Duration. After completing Section I, the MMM takes one year to
18 months to complete. The UMass MBA can be completed in two
to four years.

• Credential. The MMM is quickly gaining recognition. More than
500 graduates are working in leadership positions across the country.
The MBA is widely recognized even among business leaders who
have little health care background.
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COMMENTARY

Physicians seeking to build
their practices need to ensure
that they retain the patients

they have and add new patients
whenever possible. John McDaniel,
president and CEO of Peak
Performance Physicians, in New
Orleans, offers a number of ways
physicians can build volume by mar-
keting to the right patients.

“It’s not unusual for physicians to
ask me how they can develop a mar-
keting plan for their practice,”
McDaniel says. “And the answer is, it
is relatively simple.

Tools to Use
“The tools physicians would use
include physician referral reports
or patient origin information,”
McDaniel says. “Also, physicians
could use Zip Code analysis data.
These are the primary tools a
practice would use. But, in addition,
it would be best to be aware
of the general demographic and
socioeconomic information within a
marketplace to determine whether
it’s growing, how it’s growing, and
where and how the group is posi-
tioned to take advantage of growth.

“Fortunately, most information sys-
tems in group practices can generate
data on the number of patients by Zip
Code and the number of referring
physicians for a certain area,” he
explains. “In some cases, these sys-
tems will report diagnosis frequencies

by ICD-9 code. In that way, the
physicians in the group would have
extensive data on the types of
patients they’re treating.

“Collecting the right data is sim-
ply a matter of knowing what tools
are available and then using them
appropriately,” McDaniel says. “Any
group can use these tools, but, of
course, everything a physician does
depends on the specialty involved.
Primary care physicians have
completely different needs than
specialists. And specialists, such as
oncologists, allergists, pulmonolo-
gists, and rheumatologists, for
example, have their own needs. 

“Primary care physicians have to
do two things to grow their prac-
tices,” he adds. “First, they have to
take good care of their patients, and
second, they have to recall patients.
Primary care physicians probably are
the worst at recalling patients. 

“To be fair, internists and family
physicians do a good job of recalling
patients who have chronic illnesses,”
McDaniel adds. “If you have dia-
betes and it’s time for new lab
tests, they will call you. But primary
care doctors should keep a profile on
all patients about when they were
last seen and then remind those
patients to come in for visits each
year. It’s easy to collect such data
simply by going into patient records
and getting the last visit date. Any
patient who hasn’t been seen in

12 months should get a postcard
reminder. Anyone on staff could do
this task any day of the week. 

Building Referrals
“The situation is different for
specialists because the primary
customer for most specialists is the
referring physician,” McDaniel con-
tinues. “There are some exceptions,
of course. For example, allergists
and ob-gyns get referrals from doc-
tors and from other patients.
Allergists and ob-gyns do a fairly
good job of recalling patients, par-
ticularly those who have had allergy
tests or Pap smears. But other
specialists, such as oncologists,
pulmonologists, and rheumatolo-
gists, get patient referrals from
other doctors. Also, ear, nose and
throat specialists get patients
from self referrals as well as from
physician referrals.

“Regardless of specialty, the data
physicians need to review involves
patient origin information or simple
Zip Code studies,” McDaniel says.
“You want to know how many peo-
ple are coming from the different Zip
Codes in your primary service area.
Are those particular areas attractive
in terms of the demographics and
socioeconomic mix of the popula-
tion you want to reach? If so, then
you’re reaching the right patients. If
not, then you probably have some
work to do.

“You want to know how many people are coming from the different
Zip Codes in your primary service area. Are those particular areas
attractive in terms of the demographics and socioeconomic mix of
the population you want to reach?”

—John McDaniel, Peak Performance Physicians

Data Needed When Marketing
By Richard L. Reece, MD
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Analyzing Source Data
“Take an oncology group, for exam-
ple,” McDaniel explains. “Maybe the
group has an older practice down-
town. Maybe one of the suburbs has a
younger, more affluent population. In
that case, the group may want to con-
sider establishing a satellite office in
the more affluent suburb. Eventually,
the group may relocate to the suburb.
In this way, Zip Code studies are use-
ful in determining where your
patients live. 

“Another important tool for spe-
cialists is a physician referral analy-
sis,” McDaniel comments. “You want
to know which physicians are send-
ing you patients. How many patients
is each one sending you? What types
of patients are these physicians send-
ing in terms of diagnosis and payer
mix? Also, determine if the number
of referrals is increasing or decreas-
ing. If there is an increase or a
decrease, try to find out why. All of
this information is extremely useful
for specialists.

“If you’re an allergist, for example,
and your referral profile data shows
you’re getting a lot of referrals from pri-
mary care doctors, and the number of
referrals from PCPs is increasing, then
you should thank them for that busi-
ness,” McDaniel says. “And maybe you
should target other PCPs to get them
to refer patients to you as well. 

“But if the number of patients PCPs
are referring to you is decreasing, con-
sider meeting with several of them to
ask them why,” McDaniel explains.
“Take these PCPs to lunch or sched-
ule a dinner with a few of them. You
may find that the number of patients
they’re seeing in their practices is
declining. Or, maybe someone in your
office has done something to offend
someone in a referring physician’s
office. Such information could be
extremely useful.”

Serving Rural Areas
Another issue physicians should keep
in mind when gathering market data

is how much payers pay for delivering
care in certain areas. Reports show
that physicians in some rural areas
can earn more for the same procedure
as physicians in urban areas. For
example, a primary care physician
treating Medicaid patients in a rural
health clinic in Michigan would be
paid more than $70 for a routine visit,
but a PCP in a city would be paid only
$35 due to a payment differential that
Medicaid and Medicare build into
payment rates, McDaniel says.

“In certain medically underserved
areas, Medicare pays a 10% bonus to
a doctor who practices in what it calls
a health professional shortage area,”
McDaniel says. “Medicaid can also
pay different rates for areas in which
there’s a shortage of physicians or for
care delivered in rural areas.

“Physicians should be aware that
in certain situations involving clin-
ics serving patients in designated
rural areas and in some specified
community health centers, physi-
cians may get a rate from Medicare
or Medicaid that is higher than the
normal rate,” he continues. “But
the services have to be provided
either in a rural area or in a med-
ically underserved area. Keep in
mind that these programs are
designed to provide a financial
incentive to physicians to practice
in these areas and to see Medicare
and Medicaid patients.

“Most states have different
Medicare fee schedules for different
areas, depending on the size of the
state,” McDaniel explains. “Some
small states have one fee schedule.
Louisiana has two: one for the New

Orleans area and another for the rest of
the state. New York City has a separate
fee schedule from that of Buffalo or
other places in New York State.”

Physicians should compare their
fees against the Medicare fee schedule.
“When we consult with a physician
group, we compare the group’s fees as
a percentage of the prevailing
Medicare fees,” he says. “This exer-
cise is important because many man-
aged care plans generally base their
fees on what Medicare pays. Setting
fees that are much higher than what
Medicare pays could be a red flag for
insurers that the physician’s rates are
too high.” 

Target Marketing
In conclusion, McDaniel explains
that once a group has gathered all of
these data, the physicians can decide
what type of practice they have and
what kind of practice they would like
to have. 

“Some doctors want to have a high-
er percentage of commercial patients
and so choose not to accept Medicaid
or Medicare patients,” he says. “Others
might say, ‘I’m going to see 20 patients
a day and I’m limiting my practice to
patients who are commercially insured
or who pay cash.’ That is yet another
way to tweak your practice as far as the
types of patients you like to see. 

“Many doctors develop their prac-
tices based on what patients come
through the door each day,” McDaniel
says. “Others do it simply based on
intuition. Intuition is a wonderful
thing but hard data is more accurate.”
—More information on practice strategies is
available on our Web site (see page 16).

“In certain medically underserved areas,
Medicare pays a 10% bonus to a doctor
who practices in what it calls a health
professional shortage area,” says John
McDaniel of Peak Performance Physicians.
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