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On-Call 
Coverage: 
Should  
Hospitals 
Pay  
Orthopedic 
Physicians
By Mark Taylor

An obscure 1986 law continues to vex 
hospitals as they struggle to provide the 
on-call coverage for emergency rooms 

the law requires and elicit the support of  physi-
cians struggling with many of  the same issues.

The Emergency Medical Treatment and Ac-
tive Labor Act (EMTALA), also known as the 
“Patient Anti-Dumping Law,” changed the way 
hospitals deliver emergency care and their rela-
tionships with physician staff.

11 Key  
Concepts 
From the 
Stark Law
By Scott Becker, JD, CPA, Ji Hye Kim, JD,  
and Jessica Smith, JD

The Stark law prohibits physicians from order-
ing designated health services for Medicare pa-
tients from entities with which the physician, or 
a family member, has a financial relationship un-
less an exception applies. This article reviews 11 
key concepts under the Stark Law, in the context 
of  changes to the Stark law made by CMS.

1. Agreements between providers and 
referral sources must be in writing
CMS has set forth numerous exceptions to the 
Stark law. These exceptions permit certain finan-
cial relationships between providers of  DHS and 
physician referral sources, so long as certain condi-
tions are met. These exceptions almost uniformly 
require that the agreement between a provider of  
DHS and the physician referral source be in writ-
ing. For example, the following exceptions to the 

31 Spine 
Surgeons  
to Know
Gerald Alexander, MD — Dr. Alexander is 
an orthopedic surgeon, specializing in disorders 
of  the spine, who practices at Fullerton (Calif.) 
Orthopaedic Surgery and Fullerton Surgery 
Center. Dr. Alexander attended medical school 
and completed his orthopedic surgery residency 
at Loma Linda (Calif.) University. He completed 
a fellowship in spine surgery at UCLA Medical 
Center in Los Angeles. 

John Atwater, MD — Dr. Atwater is a spine 
surgeon at the Downstate Illinois Spine Center 
in Bloomington, Ill., and practices with McClean 
County Orthopedics, also in Bloomington. Dr. 
Atwater treats a wide range of  spinal conditions 
and performs many types of  spinal surgery. He 
currently serves as a medical consultant to sev-
eral medical device companies. He received his 
medical degree from the University of  Virginia in 
Charlottesville and interned at John Hopkins Uni-
versity in Baltimore. He completed an orthopedic 
residency at Howard University in Washington, 
D.C., and a spine fellowship at the University of  
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This letter offers a handful of  observations one can make as this year starts 
to evolve. It discusses three papers which are available upon request. It 
also provides information about 27 of  the 68 sessions and discounts for 

our June Orthopedic, Spine and Pain Management Driven ASC Conference.

I. Two overall observations
1. Consolidation of providers and businesses. This year we are 
seeing more transactions where two providers or several providers are con-
solidating operations to provide for greater revenues over a single platform. 
This is as opposed to transactions where a seller is cashing out at a high 
multiple of  EBITDA. The consolidation transactions are being done among 
ASCs, hospitals (e.g., two hospitals in Rhode Island just announced their 
merger), group practices and healthcare companies. We are also seeing hos-
pitals increasingly acquiring and/or combining with ASCs and practices.  

2. Seven key legal issues and areas for 2009. We see the follow-
ing as seven key legal areas of  concern for hospitals, ASCs and practices 
in 2009.
(i) Data mining. We expect increased enforcement as the government 
uses government data and data mining more fully to pursue both billing 
fraud and anti-kickback cases. The cases are being driven by both whistle-
blowers and by the government’s own investigations. Here, the govern-
ment is increasingly using data mining to drive enforcement and to detect 
patterns in billing that differ from norms. We are also seeing qui tam cases 
and private party complaints leading to more complete investigations.

(ii) Recovery Audit Contractors. There is substantial concern among 
hospitals that data entry errors and other errors will provide ammunition for 
RACs. The RAC program is set to recommence this March. There is a great 
deal of  focus on items that can be picked up by the use of  computers and data 
mining — heavy on data use as opposed to relationship-kickback type crime. 

(iii) Stark Act concerns. Here, there is little wiggle room for technical 
violations, and a backlog of  Stark cases at CMS. We are seeing more overall 
activity here than ever before. For a copy of  a white paper on “11 Stark 
Issues,” see below. 

(iv) Medicaid enforcement. False claims and similar efforts are be-
ing unveiled at state levels to fight fraud and to drive state false claims act 
recoveries. We have seen states (such as Illinois) take new approaches to 
kickback and false claim cases and unique positions on fee splitting and 
kickback cases.

(v) Quality of care. We see more cases being brought against provid-
ers by regulators based on substandard quality of  care. We have one such 
investigation that is currently ongoing.

(vi) Anti-kickback cases. These are a variant of  Stark Act cases but 
subject to a different standard of  proof  of  intent and not just applicable 
to physicians. 

(vii) Tax-exempt compensation and community benefits. 
The IRS recently completed a study that indicates that the average CEO 
compensation at the 500 hospitals it reviewed was $490,000. It also found 
compensation on average of  $1.4 million at the top 20 hospitals. Finally, 
it found that approximately 10 percent of  all hospitals provided nearly 60 
percent of  all community benefits as measured by the IRS.

II. White papers available — No charge 
We have recently completed three white papers and articles that are avail-
able upon request. If  you have an interest in obtaining a copy of  any of  
the following, please contact me and we would be happy to provide you a 
copy of  the same.

1. Developing Centers of Excellence — Strategies and Tac-
tics. This is an article regarding developing centers of  excellence. It fo-
cuses on both developing a strategic vision and the tactics to be used in 
developing specialty driven centers of  excellence. This was drafted from 
a presentation we gave at a conference in February devoted to developing 
orthopedic-driven centers of  excellence. The talk was well received. If  you 
would like a copy of  the paper, please e-mail me at sbecker@mcguire-
woods.com or Kirsten Doell at kdoell@mcguirewoods.com. 

2. ASC – An Overview and Primer on Key Issues. This paper was 
drafted as part of  a presentation for both the American Health Lawyers 
Association and for the February issue of  Becker’s ASC Review. It discusses 
pricing of  surgery centers as well as the key legal agreements and legal and 
business issues related to such transactions. Should you desire a copy of  
this paper or a copy of  the February issue of  Becker’s ASC Review, please 
e-mail me at sbecker@mcguirewoods.com or Kirsten Doell at kdoell@
mcguirewoods.com. Also, please feel free to visit www.BeckersASC.com. 

3. 11 Key Concepts from the Stark Act. As we review different Stark 
issues for clients, we see more different and interesting issues than ever be-
fore. These relate to such items as lithotripsy, agreements that are not in writ-
ing, per-click arrangements, the impact of  the “Stand in the Shoes” rules on 
hospital relationships with their subsidiaries and several other issues. Should 
you desire a copy of  this paper, please e-mail me at sbecker@mcguirewoods.
com or Kirsten Doell at kdoell@mcguirewoods.com. 

III. 7th Annual Orthopedic, Spine and Pain  
Management Driven ASC Conference
This June we are hosting our 7th Annual Orthopedic, Spine and Pain Man-
agement Driven ASC Conference. The conference is June 11-13. For this 
conference, we have 94 speakers, 68 sessions, 30 CEOs and 24 physician 
leaders speaking. We also have great topics and should have a great turnout. 
Here are just 27 of  the topics covered at the conference:
1.  The Evolution of  Healthcare and the Impact on ASCs — Uwe Rein-

hardt, James Madison Professor of  Political Economy and Professor of  Economics 
at Princeton University

2.  Orthopedics - The Forecast for the Next Five Years — John Cherf, MD, 
Dept. of  Orthopedics, The Neurologic & Orthopedic Hospital of  Chicago

3.  Using Spine as the Backbone of  a Multi-Specialty ASC — James Lynch, 
MD, Surgery Center of  Reno

4.  7 Steps to Maximizing an Orthopedic-Driven ASC’s Returns in a Tough 
Economy — Brent Lambert, MD, CEO, Ambulatory Surgical Centers of  America

5.  Case Study – Two Years Later, A Physician-Owned Spine ASC: A Frank 
and Open Discussion of  Financial Performance, Organizational Issues, 
Challenges and Problems — John Caruso, MD, Parkway Surgery Center, Hag-
erstown, Maryland

6.  A Payor’s View of  Orthopedics, Spine and Pain Management — Steven 
Stern, MD, VP Neuroscience, Orthopedics and Spine, United Healthcare 

7.  A Case Study Review of  Current Outcomes and Issues — Marcus Wil-
liamson, MD, and George Goodwin, SVP and Chief  Development Officer, Sym-
bion Healthcare

8.  Making Big Cases Profitable in an ASC — Naya Kehayes, CEO, Eveia 
Healthcare; and Greg Cunniff, CFO, National Surgical Care

9.  Using Orthopedics and Spine to Turn Around an ASC — Tom Mallon, 
CEO, and Jeff  Simmons, President Western Division, Regent Surgical Health

Publisher’s Letter 
Consolidations Increasing - Buyouts Stagnant; 7 Key Legal Areas for 2009; ASC Communications 
and the ASC Association June Orthopedic, Spine and Pain Management Driven ASC Conference – 
June 11-13, Chicago, Westin Michigan Avenue – $200/$100 Discounts on registrations Available
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The law forbids the dumping of  patients for fi-
nancial reasons and requires hospital emergency 
rooms to screen, stabilize or transfer patients 
who present with emergency conditions.

Los Angeles healthcare attorney Lowell Brown 
of  the firm Arent Fox says the EMTALA law 
creates a distorted market that requires hospitals 

to provide call coverage, but does not impose 
similar mandates on physicians. 

“These days in many parts of  the country 
(EMTALA) compels hospitals to make some 
kind of  financial arrangement with physicians,” 
says Brown, who specializes in EMTALA law. 
“Why is the burden only on hospitals? My guess 
is that the physician lobby is more powerful 
and influential. The Medicare law can easily be 
amended to require physicians to provide call 
coverage if  they provide care at a Medicare facil-
ity. But every time it’s been suggested, it has been 
beaten back. A lot of  this is tragic. Our govern-
ment has pitted physicians against hospitals, re-
quiring hospitals to provide uncompensated care 
and in such a way to make physicians and hospi-
tals adversaries in arranging that care.”

CMS has set no minimum call requirements, but 
expects hospitals to provide specialty services 
they offer normally on their on-call rosters.

Old rules don’t  
apply anymore
For decades physicians accepted on-call cover-
age duties as the price of  staff  privileges. Many 
found it a good way to build up their practices 
and add new patients. 

In some parts of  the country, those old ties still 
bind, although they may be fraying.

John Mulligan, MD, the emergency department di-
rector for St. Mary Medical Center in Hobart, Ind., 
says that physicians there still view on-call coverage 
as an obligation of  obtaining staff  privileges within 
the three-hospital Community Healthcare System, 
the hospital’s parent company. 

Dr. Mulligan says the system’s bylaws require 
doctors to take ER on-call duty, but says a com-
peting local system does pay specialists. 

“We’ve discussed this within the Community 
system,” he concedes. “But what’s kept our ad-
ministration from going there is that slippery 
slope. Once you pay once, you have to pay them 
all and it just keeps growing.”

But amid the growing number of  uninsured, ris-
ing costs of  malpractice insurance and operating 
practices and declining reimbursements, par-
ticularly from government payors like Medicaid, 
doctors are increasingly reluctant to accept on-
call coverage.

How bad has it become? A 2005 membership 
survey from the American College of  Physi-
cian Executives revealed that 64 percent of  the 

On-Call Coverage: Should Hospitals  
Pay Orthopedic Physicians  
(continued from page 1)

10.  Capturing Your Partners’ Cases: The Carrot and Stick Approach — 
Chris Bishop, VP, Ambulatory Surgical Centers of  America

11.  Key Legal Issues: Safe Harbor Compliance, Out of  Network and Oth-
er Legal Issues — Scott Becker, JD, CPA, Partner, and Bart Walker, JD, 
McGuireWoods

12.  How Economic Conditions Impact Health Care Strategies for Success 
— Tom Geiser, Senior Advisor, Texas Pacific Group; and Joe Clark, Executive 
Vice President, Surgical Care Affiliates

13.  Uni Knees and Shoulders in the Outpatient Setting: Cost, Staffing and 
Profitability Issues — Peter Kurzweil, MD, and Margarita de Jesus, Adminis-
trator, Surgery Center of  Long Beach

14.  Key Issues Faced by ASCs Today — Thomas Yerden, CEO and Founder, 
TRY HealthCare Solutions

15.  The Pros and Cons of  Total Knees in a 23-Hour Setting: Financial and 
Safety Issues — Eric Monesmith, MD, OrthoIndy; and John Martin, CEO, 
OrthoIndy 

16.  Pain Management: 5 Keys to a Superior Pain Management Program 
Surgery Center — Lance Lehmann, MD, Medical Director, and Liliana Ro-
driguez Lehmann, MBA, Hallandale Outpatient Surgical Center

17.  Implant Costs: Why Facility-Physician Collaboration Makes Sense — 
Karen Barrow, SVP Business Development, Amerinet 

18.  Hand Surgery in ASCs – Key Concepts for Success — Ed Rudisill, MD, 
The Hand Center, Greensville, SC

19.  Pain Management in ASCs - Current Methods to Increase Profits — 
Amy Mowles, President & CEO, Mowles Medical Practice Management 

20.  5 Tips for Managing Anesthesia in Your ASC — Thomas Yerden, CEO 
and Founder, TRY HealthCare Solutions 

21.  How to Recruit Great Surgeons to Work at Your ASC — Robert Carrera, 
President, Pinnacle III 

22.  Turnarounds: 2 Case Studies; 5 Key Ideas for Success — Joe Zasa, Presi-
dent, Woodrum/ASD

23.  What Does a National Company Want After a Deal? 10 Facts That Will 
Drive a Buyer Away — Bill Kennedy, SVP Business Development, NovaMed; 
Kenny Hancock, President and Chief  Development Officer, Meridian Surgical 
Partners; Richard Pence, President and COO, National Surgical Care; George 
Goodwin, SVP and Chief  Development Officer, Symbion 

24.  Is Your Center Too Dependent on a Single Specialty? How to Diver-
sify and Make Change Happen — John Seitz, CEO, Ambulatory Surgical 
Group; Joe Zasa, President, Woodrum/ASD; and Larry Taylor, President and 
CEO, Practice Partners in Healthcare 

25.  5 Core Concepts for Great ASC Joint Ventures With Hospital Partners 
— Mike Pankey, Administrator, Ambulatory Surgery Center of  Spartanburg; 
and Caryl Serbin, CEO, Serbin Surgery Center Billing 

26.  Assessing the Profitability of  Orthopedics, Spine and Pain in ASCS — 
Luke Lambert, CEO, Ambulatory Surgery Centers of  America 

27.  5 Core Strategies to Immediately Improve ASC and Hospital Opera-
tions — Doug Johnson, COO, RMC MedStone Capital

Should you have questions about the conference or desire to see a copy 
of  the brochure, please contact me at sbecker@mcguirewoods.com or go 
to www.BeckersASC.com. In addition, should you desire to register for 
the conference, please feel free to deduct $100 from the registration price 
if  registering for the main conference. Please deduct $200 if  registering 
for the combined pre-conference and main conference. Please note on the 
registration, $100 (main conference only) or $200 (for main and pre-con-
ference) discount per Scott Becker. 

Should you have any questions, please contact me at sbecker@mcguirewoods.
com or at (312) 750-6016.

Very truly yours,

Scott Becker

June 11-13, Chicago
TO REGISTER, 

CALL (703) 836-5904 
or go to 

https://www.ascassociation.org/
june2009.cfm. 

For the complete conference bro-
chure, visit www.beckersASC.com.

asc communicaTions &  
ambulaTory surgery FoundaTion

7th Annual Orthopedic, Spine and 
Pain Management Focused ASC 

Conference: Improving Profits and 
business and Legal Issues
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814 survey respondents reported problems with 
their hospitals getting on-call specialty coverage. 
Forty-six percent said they paid specialists for 
that coverage, a figure that has risen closer to 70 
percent in 2009. 

In the past decade the rate of  emergency depart-
ment utilization has rise 7 percent, from 36.9 to 
39.6 visits per 100 persons. And nationally 73 
percent of  emergency departments reported 
inadequate on-call coverage by specialist physi-
cians, according to a survey published in the Feb. 
2008 issue of  the New England Journal of  Medicine’s 
“NEJM CareerCenter Recruiting Physicians To-
day Newsletter.”

Because of  improved technology, treatments and 
drugs, many procedures formerly performed ex-
clusively in hospitals have migrated to outpatient 
settings. Specialists like orthopedic surgeons and 
spine specialists are among a growing number of  
specialists demanding to be paid for on-call duty, 
or refusing it. Many hospitals have acquiesced to 
the pressure, feeling they have no other choice.

One Southern California system paid $17 mil-
lion for on-call coverage in four emergency 
rooms. An Orange County hospital pays $4,000 
per shift to neurosurgeons, while a Florida hos-
pital pays $6,000.

Susan Reynolds, MD, president and CEO of  the 
Los Angeles-based Medical Leadership Insti-
tute, says on-call coverage drives hospital medi-
cal staff  chiefs crazy as well. Dr. Reynolds says 
the most exorbitant fees are found in California, 
Florida and Texas. 

“Our view is many of  those on-call fees ex-
ceed fair market value,” she says. “The squeaky 
wheel gets the grease and hospitals are in bid-
ding wars with the hospitals down the street 
that want your orthopedists and raises the ante. 
We encourage doctors and hospitals to put data 
together and crunch numbers before they pay 
physicians for call duty.” 

Hospitals seeking  
creative approaches
Pittsburgh healthcare attorney Dan Mulhol-
land of  the firm Horty, Springer & Mattern says 
that the rising level of  payment for something 
hospitals never previously paid for is unsustain-
able. “Some hospitals are in bad financial shape 
and can’t afford to pay for call coverage,” Mr. 
Mulholland says. “Nonetheless they still face 
EMTALA obligations.”

He says nationally hospitals and physicians are 
collaborating on programs that recognize the 
limited resources of  hospitals as well as the con-

tributions and personal and financial sacrifices 
of  on-call physicians.

One example might be the work of  Max Hocken-
berry, senior partner and co-founder of  the Char-
lotte, N.C.-based MaxWorth Consulting, who has 
employed an innovative strategy to bring doctors 
and hospitals together to resolve on-call payment 
issues. MaxWorth’s program, Call Pay Solution, is a 
deferred compensation plan funded by a financial 
insurance tool common in banking and other indus-
tries, but only recently been applied to on-call cover-
age. Called a hospital-owned life insurance (HOLI), 
the hospital purchases life insurance policies on its 
medical staff  as a means to fund on-call coverage. 

“Mortality in a group setting is very predictable 
and quantifiable,” he says. “You know what the 
numbers will look like. The hospital places insur-
ance on the physicians in the plan and as those 
people pass away, there is a cost recovery to the 
hospital. This not only provides long-term sta-
bility, but helps the hospital pay for call coverage 
into the future. We see that as a win-win.”

Why do doctors choose  
deferred compensation  
instead of cash? 
“Taxes are as much a problem for them as any-
one else,” Mr. Hockenberry says. “They’re look-
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ing for ways of  reducing their personal income tax liability by leveraging 
the tax exempt status of  hospitals. Higher compensation specialists like 
orthopedic surgeons will gravitate to this model quickly.”

He says hospitals with employed deferred compensation programs to fund 
call coverage also have used the program in other ways, such as leverag-
ing physician participation in quality programs and as disincentives against 
staff  physicians investing in competing facilities. “A hospital can’t control 
where physicians refer patients, but can incentivize them not to invest in 
facilities that compete against the hospital,” he says. 

Hospitals also have employed the program to fund medical directorships 
in an era when it’s increasingly difficult to attract doctors to serve on com-
mittees. He says the program encourages older physicians to remain on 
the call schedule even after they have left or are no longer required to take 
such duty. Around two dozen hospitals have adopted the programs since 
MaxWorth began offering them in 2006, including many that had not paid 
for call coverage before.

Al Pilong, president of  411-bed Winchester (Va.) Medical Center and se-
nior vice president of  five-hospital Valley Health, says Winchester com-
mitted to funding its call coverage program with 10 percent of  its operat-
ing margins, with a bottom of  $2.5 million and a $4.5 million ceiling. Mr. 
Pilong says its Attending Faculty Program is operated by a call committee 
run by physicians and an advisory board of  system board members and 
physicians. He says staff  physicians were ranked into five tiers based on 
the frequency and acuity of  their call burden. Based on those tiers, they are 
accorded a fee for each call shift they perform and that money goes into 
a deferred compensation fund that Winchester doctors can access after a 
five-year vesting.

“We want to reward physicians who are committed to us over the long haul,” he 
says. “When you hit 60, you can be paid out. If  you leave before you’re vested, 
then the money stays with the hospital and reduces the hospital’s expense.”

Mr. Pilong says when he arrived in 2005, there was tremendous pressure on 
the administration to pay physicians for call duty. “Doctors weren’t willing 
to do traditional call duty for privileges anymore and rather than just writ-
ing a check, the hospital sought a more lasting solution,” he says. “The pro-
gram works well for the most part and satisfies our (350-physician) staff.” 

Mr. Pilong says many of  the physicians view the on-call plan as a means for 
funding their retirement or paying for their children’s education. 

He says call duty is not as big of  a problem as it was, but remains an ongo-
ing issue.

“It’s a necessary evil in the minds of  our medical staff  to come out in the 
middle of  the night, but this has definitely softened the physicians’ pain 
and burden and they know there’s money going into a fund that allows us 
to do it in a responsible way and gives us some retention and commitment 
to our ER and community,” says Mr. Pilong. 

Attorney Mr. Mulholland, who worked with Winchester, says the on-call 
compensation program has enjoyed almost universal acceptance from phy-
sicians and hospitals. 

“Several thousand doctors now have these contracts around the country,” 
he says, noting that many physicians have found the deferred compensa-
tion for call duty a better deal than retirement. 

For better or worse, California sets  
the trend
Los Angeles attorney Mr. Brown says in California the trend has escalated 
to pay physicians, especially specialists. 

“Ortho and spine are critical areas of  specialty that they’re paying for,” 
says Mr. Brown, who specializes in EMTALA law. “There are all kinds of  
ways to pay. One is to make the doctor whole by covering him for treating 
patients who are uninsured, typically paying at a Medicare rate plus a per-
centage over that. The other is to pay some kind of  stipend to be available 
on call, whether or not the doctor actually comes in.”

Mr. Brown says stipends range from $500 per shift to several thousand dol-
lars for hard-to-get specialties. 

James Lott, executive vice president of  the 170-member Hospital Associa-
tion of  Southern California, said hospital emergency department on-call 
systems were on the brink of  disaster just three years ago, noting then that 
paying physicians for on-call coverage was becoming the norm. Mr. Lott 
says Southern California’s uninsured population leveled off  in 2007 but 
grew again last year to 6.5 million, or one in every four patients presenting 
to emergency rooms. 

“If  anything, it’s gotten worse since then,” observes Mr. Lott, who says in 
many states hospitals resolve some of  their on-call coverage obligations 
by employing physicians, such as hospitalists or traumatologists, to relieve 
some of  their on-call burden. But California is one of  seven states that ban 
the employment of  physicians by hospitals, except for public hospitals and 
HMO hospitals like Kaiser. 

Mr. Lott says Southern California hospitals pay as little as $250 per shift, 
but noted the one Orange County hospital paying $4,000 per shift to com-
pensate neurosurgeons. “It’s more commonly $750-$1,000 per shift, plus 
a guarantee to cover uninsured patients with Medicare plus between 20-50 
percent,” he says. 

Richard Sheridan, general counsel and senior vice president for San Diego-
based Scripps Health, which operates four emergency rooms, says physi-
cians now expect to be paid and hospitals have little choice but to comply.
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“If  we ask them to serve [call] as a condition for 
privileges, then they say goodbye,” Mr. Sheridan 
says. “Some of  the toughest specialists to find for 
on-call don’t do much in hospitals anymore, such 
as ENTs. But just having them is incredibly impor-
tant to us for our patients. They don’t need us, we 
need them. We have an obligation under EMTALA 
to serve all patients, but physicians have no similar 
obligation and that has driven this market. 

“We started by paying needed certain special-
ists like neurologists and OB/GYNs for each 
shift,” he says. “That worked for awhile. But 
we got ourselves into a lot of  trouble because 
we were paying disparately and whenever any-
one learned about the differences, they wanted 
more and we felt trapped.” 

He says Scripps contracted with a third-party 
medical group established for this purpose and 
engaged on-call physicians to be paid a service rate 
(based on a percentage of  Medicare) for on-call 
shifts. “They collect the money and we subsidize 
the difference,” he says. “We felt good that we 
weren’t just paying for people to be sitting on-call, 
but paying for people actually providing services.” 
 
That system-wide payment arrangement, how-
ever, has eroded and required replacement.

He says an innovative group of  physicians at 
180-bed Scripps Memorial Hospital in Encini-
tas, Calif., agreed to provide on-call duty for 
the amount the hospital spent last year on on-
call duty — and also agreed to drive up qual-
ity scores. They set up a two-year agreement to 
form a special purpose independent practice as-
sociation set up to only take ER calls. 

“Now we’ve offloaded the problem and they’ve 
agreed to indemnify us if  they cause an EMTA-
LA problem or med malpractice incident,” says 
Mr. Sheridan. “They’ll make a nice margin on 
this, which seems like a good business model. 
This is the first of  its kind in Southern Califor-
nia, but I’ll bet exclusive call arrangements will 
become the norm.”

Orthopedists struggle for 
solutions
Adam Bright, MD, an orthopedic surgeon from 
Sarasota, Fla., remembers the on-call, two-hospi-
tal coverage crisis of  2004 in his Gulf  Coast city. 
Dr. Bright says the city’s largest hospital, not-for-
profit Sarasota Memorial Hospital, announced 
plans to double the size of  its emergency room. 
At the time the hospital’s ER already was over-
flowing with growing numbers of  uninsured and 
10 orthopedic surgeons were rotating for ER call 
duty. The other Sarasota facility, Doctors Hospi-
tal, which is owned by for-profit HCA, treated 
fewer uninsured. 

Sarasota Memorial’s call policy mandated young-
er physicians assume call duty, noting that some 
of  the older practicing doctors had not shared 

the obligation for 20 years. A Young Turks re-
bellion was in the making. 

“It got to the point where we were losing money 
taking call duty,” Dr. Bright says. “You could go 
bankrupt treating too many uninsured patients. At 
the same time we were feeling higher real estate 
prices and leases, greater documentation require-
ments and higher medical malpractice insurance.”

He says the call duty required doctors to get up 
in the middle of  the night, sometimes treating 
patients all night so that the next day they’d have 
to cancel appointments for their paying patients. 
“And we did this without pay,” he says. “The dis-
ruption to our office practices convinced many 
doctors to no longer take call. It wasn’t a matter 
of  not enjoying doing it. We could no longer af-
ford to do it.”

Dr. Bright and some of  the other young ortho-
pedic surgeons approached the hospital with a 
proposal: consider contracting with the groups 
to provide call for ER. Sarasota Memorial began 
to pay them. 

He says Sarasota Memorial pays specialists 
around $1,000 per night because its uninsured 
patient load is greater than nearby Doctors Hos-
pital, which pays around $400 per shift. 

“Before we took call without pay and took a 
bath,” he says. “The hospital recognized that and 
decided to pay a stipend for us to be available 
and care for the uninsured that night. We were 
able to work it out. We still don’t have a solution 
for every problem.”

Orthopedic surgeons are often caught in the 
middle of  the call issue and pay a price. That’s 
why Joseph Zuckerman, MD, president of  the 
American Academy of  Orthopedic Surgeons, 
says the academy is meeting with the Ameri-

can Hospital Association to find solutions to 
the on-call coverage problem.

“We want to do things to make this better and 
need to involve all the stakeholders, not just na-
tionally but locally,” says Dr. Zuckerman, a pro-
fessor at the New York University School of  
Medicine and on staff  at the New York University 
Hospital Joint Diseases. “If  a hospital has trouble 
with ER coverage, it must involve the physicians. 
In many parts of  the country hospitals and or-
thopedic surgeons have worked out systems to 
provide coverage without disrupting physician 
practices. You may see a stalemate in one commu-
nity,” he says. “But five miles away they’ve worked 
it out. Institutions have become more creative.”

Howard Salmon of  the Salt Lake City-based 
Phase 2 Consulting, says the environment is un-
likely to improve unless several things happen 
nationally. Mr. Salmon says the HHS’ Inspector 
General needs to investigate and address the le-
gality of  skyrocketing on-call fees some special-
ists are demanding far above fair market value 
and say they will not tolerate them. 

“And hospitals must also find legal ways to 
counteract the growing market power of  some 
specialists who are exploiting their market ad-
vantage,” Mr. Salmon says. “Resolving the high 
numbers of  uninsured patients will go a long 
way to fixing this. Physicians have to deal with 
a lot of  uncompensated care and that’s driving 
this as well.”

Mr. Salmon says in a recent seminar with 
the CEOs of  10 for-profit hospitals, all part 
of  the same chain, that the regional head of  
that chain told him that on-call coverage for 
emergency departments is the fastest growing 
expense line item. 
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Stark law require a written, signed agreement: 
office space and equipment rental, personal 
service arrangements, physician recruitment ar-
rangements, group practice arrangements and 
fair market value compensation arrangements. 
42 C.F.R. 411.357. 

CMS has indicated that the purpose of  requiring 
a written agreement is “so that [the agreement] 
can be objectively verified, and meets the terms 
and conditions of  [the exception.]” 66 F.R. 949 
(Jan. 4, 2001). The inadvertent error of  not plac-
ing an excepted financial relationship in writing 
generally means that the arrangement will not 
meet an exception, even if  all other require-
ments of  the given exception were satisfied.

The key excepted financial relationship that need 
not be in writing is for bona fide employment 
relationships. 42 C.F.R. 411.357(c).

2. Per-click leasing arrangements
As of  Oct. 1, physician referral sources and 
providers of  DHS will no longer be permitted 
to have per-click relationships for office space 
and equipment leases. Four exceptions currently 
permit these types of  arrangements: the office 
space exception, the equipment lease exception, 
the fair market value exception and the indi-
rect compensation arrangement exception. 411 
C.F.R. 411.357(a), (b), (l), and (p).

The 2009 Hospital Inpatient Prospective Pay-
ment System final rule modified these exceptions 
to explicitly exclude per click arrangements for 
lease of  equipment or real estate. 73 F.R. 48343 
(Aug. 19, 2008). CMS limited per-click leasing ar-
rangements in large part due to its concern that 
“such lease arrangements create the incentive 
for overutilization, because the more referrals 

the physician lessor makes, the more revenue he 
or she earns.” 73 F.R. 48715 (Aug. 19, 2008).

These changes that prohibit per-click office 
space and equipment leasing arrangements will 
go into effect on Oct. 1, 2009. Any existing per-
click office space or equipment lease arrange-
ment that relies on one of  these exceptions will 
need to be restructured prior to the Oct. 1, 2009, 
compliance deadline.

3. Percentage-based arrangements
The revisions to Stark law made by the IPPS do 
not extend to percentage-based compensation 
formulae outside of  the office space and equip-
ment lease context. Thus, “if  a compensation 
formula for physician compensation for items 
or services — other than the rental of  office 
space or equipment — was permissible prior to 
Oct. 1, 2009 … that formula would not be made 
impermissible by this final rule.” 73 F.R. 48712 
(Aug. 19, 2008). 

For example, percentage-based management and 
billing service relationships are still permissible 
so long as they satisfy certain criteria set forth in 
the Stark law and anti-kickback statute. 

CMS has indicated, however, that the prohibi-
tion on percentage-based compensation ar-
rangements may be extended outside of  the 
office space and equipment lease context: “al-
though we are not extending, at this time, the 
prohibition on the use of  percentage-based 
compensation formulae to arrangements for any 
non-professional service (such as management 
or billing services), we reiterate our intention to 
continue to monitor arrangements for nonpro-
fessional services that are based on a percentage 
of  revenue raised, earned, billed, collected or 
otherwise attributable to a physician’s (or phy-
sician organization’s) professional services.” 73 
F.R. 48710 (Aug. 19, 2008). 

4. Lithotripsy arrangements
As mentioned, the Stark law prohibits physi-
cians from ordering DHS for Medicare patients 
from entities with which the physician has a fi-
nancial relationship. Lithotripsy services are not 
considered DHS. Am. Lithotripsy Soc. v. Thomp-
son, 215 F. Supp. 2d 23 (D.D.C. 2002). The IPPS 
commentary confirms this analysis, suggesting 
that lithotripsy services are not DHS regard-
less of  whether the services are billed by the 
provider or a hospital. 73 F.R. 48730 (Aug. 19, 
2008). As a result, the upcoming prohibition 
on per-click leasing arrangements will not ap-
ply to lithotripsy lease arrangements or under-
arrangement agreements. CMS draws a very 
significant distinction between leases of  equip-
ment which can generally no longer be per-
click and services agreements which include 
some equipment therein, and can be per-click 
or per-service. In the case of  lithotripsy, the 
distinction is critical to whether urologists can 
make other DHS referrals to the hospital.

A urologist who leases a lithotripter to a hospital 
through a leasing agreement on a per-click basis 
cannot make other referrals to that hospital (i.e., 
other referrals outside of  lithotripsy). Per-click 
leasing agreements, in short, will not meet an 
exception and thus the urologist cannot make 
other referrals. A per-click lithotripsy agreement, 
in contrast, that provides overall lithotripsy ser-
vices (not just equipment) may be structured to 
fit into the fair market value exception. Thus, the 
urologist would be able to arguably make other 
referrals to the hospital.

In the case of  a local urologist providing litho-
tripsy services to a hospital at which he or she 
generally practices, the key question will come 
down is the agreement a lease of  equipment or a 
service agreement.

Two key comments from CMS as to this issue 
are as follows:

•   Currently, lithotripsy is not considered a des-
ignated health service for purpose of  the phy-
sician self-referral law. Therefore, if  the phy-
sician owners of  the lithotripsy partnership 
make referrals to the hospital for lithotripsy 
services ONLY, the physician self-referral 
law would not be implicated, and a per-unit 
or percentage-based compensation formula 
for the compensation arrangement between 
the lithotripsy partnership and the hospital 
would be prohibited, even if  the compensa-
tion arrangement is considered to be a lease 
of  equipment (and other items or personnel).

•  If  the physician owners of  the lithotripsy 
partnership refer Medicare patients to the 
contracting hospital for any DHS, the com-
pensation arrangement between the litho-
tripsy partnership and the hospital must 
comply with an applicable exception to the 
physician self  referral law. Where a compen-
sation arrangement between the hospital and 
the physician-owned lithotripsy partnership 
is considered to be a lease of  equipment, a 
per-unit or percentage-based compensation 
formula would fail to satisfy the require-
ments of  any of  the potentially applicable 
exceptions for the lease of  equipment found 
in §411.357(b), §411.357(l) or §411.357(p).

5. Professional courtesy
CMS recognized the longstanding tradition of  
extending professional courtesy to physicians 
and their family members in 2004 by promulgat-
ing an exception to the Stark law for profession-
al courtesy arrangements. 69 F.R. 16116 (March 
26, 2004). The professional courtesy exception 
covers free or discount services provided to a 
physician or his or her immediate family mem-
bers, so long as certain conditions are satisfied. 
42 C.F.R. 411.351.

Specifically, the arrangement must be: (i) extend-
ed to all physicians on the medical staff  or in the 
community; (ii) for items and services routinely 
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provided by the entity; (iii) set forth in writing 
and approved by the provider’s governing body; 
(iv) unavailable to any physician or family mem-
ber who is a federal health care program benefi-
ciary; and (v) does not violate the anti-kickback 
statute or any billing or claims submission laws. 
42 C.F.R. 411.357(s).

6. Retention payments
A hospital, federally qualified health center or 
rural health clinic may make retention payments 
to physicians in order to induce them to stay in 
its geographic service area. Retention payments 
may be made when a physician has a bona fide 
offer or presents a written certification that he 
or she has a recruitment opportunity that would 
require the physician to relocate at least 25 miles 
outside of  the entity’s geographic service area. 
42 C.F.R. 411.357(t). 

The Stark law recently added more flexibility to 
the retention payments exception by widening the 
“geographic service area.” 72 F.R. 51065 (Sept. 5, 
2007). The entity’s “geographic service area” not 
only encompasses a Health Professional Shortage 
Area but also rural areas and an area with a dem-
onstrated need for the physician, as determined 
by the Secretary of  the Department of  Health 
and Human Services. In addition, the geographic 
service area may include an area where at least 
75 percent of  the physician’s patients reside in a 
medically underserved area or are members of  a 
medically underserved population. 

7. Mission support payments
Many DHS entities make mission support pay-
ments to their affiliates in order to fulfill their 
missions of  medical research, education and 
healthcare services to the community. 

The Stark law provides a safe harbor for those 
DHS entities that meet the Academic Medical 
Centers exception. 42 C.F.R. 411.355(e). The 
AMC exception is extensive as it is complicated. 
Each element of  the exception must be satisfied 
when an academic medical center makes mission 
support payments to a faculty practice or other 
affiliates. The indirect compensation exception 
may also be available in those cases where the 
support arrangement constitutes an indirect 
compensation as defined by the Stark law. Like 
the AMC exception, the indirect compensation 
exception entails a number of  elements; each el-
ement of  the indirect compensation definition 
and the exception must be satisfied. 42 C.F.R. 
411.354(c)(2) and 411.357(p). An indirect com-
pensation relationship may exist when at least 
one person or entity is interposed between the 
DHS entity and the referring physician. If  the 
affiliate that is receiving the mission support 
payment is a physician organization and its phy-
sician employee has an ownership or investment 
interest in the organization, the physician-owner 
is deemed to stand in the shoes of  the organiza-
tion. As a result, arrangements that were previ-
ously treated as indirect would now be direct, 

and one of  the direct compensation exceptions 
must be satisfied. 42 C.F.R. 411.354(c)(1)(ii).

A DHS entity may avoid the Stark law implica-
tions entirely if  it has no financial relationship 
with the physician employees of  the affiliate. 
There is no financial relationship under the Stark 
law if: (i) a DHS entity provides mission support 
payments directly to its affiliate; (ii) the affiliate 
is not owned by any of  its physician employees; 
and (iii) the affiliate’s compensation of  its physi-
cian employees does not take into account the 
volume or value of  referrals or other business 
generated by the physician employees to the 
DHS entity. If  these three conditions are met, a 
DHS entity may make payments to its affiliate to 
keep it in good financial shape and accomplish 
its missions without implicating the Stark law. 

8. Publicly-traded company exception
The Stark law excludes certain ownership inter-
ests in a DHS entity from the definition of  the 
financial relationship, including ownership of  
investment securities that could be purchased 
on the open market when the DHS referral was 
made. These securities must either be listed for 
trading on the NASDAQ or a similar system, 
or traded under an automated dealer quotation 
system by the National Association of  Securities 
Dealers. Further, the securities must be in a cor-
poration that had stock holder equity exceeding 
$75 million either at the end of  the corporation’s 
most recent fiscal year or on average during the 
previous three fiscal years. 42 C.F.R. 411.356(a). 
Here, stock holder equity means the excess of  
the hospital’s net assets over its total liabilities.

9. Isolated transactions
Physicians may engage in an isolated financial 
transaction with a DHS entity without violating 
the Stark law only if  the following conditions 
are met. First, the amount of  remuneration must 

be based on fair market value and not take into 
account the volume or value of  any referrals a 
physician makes to the DHS entity or any other 
business generated by the parties. Second, the ar-
rangement must be commercially reasonable even 
if  no referrals are made between the parties. Fi-
nally, no additional transactions, except ones spe-
cifically excepted from the Stark law, may occur 
for six months after the isolated transaction. 42 
C.F.R. 411.357(f). Installment payments may qual-
ify as payment as part of  an isolated transaction 
if  the total aggregate payment is: (i) set before 
the first payment is made; (ii) does not take into 
account, directly or indirectly, referrals or other 
business generated by the referring physician; and 
(iii) is secured. 72 F.R. 51055 (Sept. 5, 2007).

10. non-monetary compensation 
benefits
A physician may receive from a DHS entity non-
monetary compensations up to $300 in the ag-
gregate a year (i.e., meals, parking, training, etc.) 
(This amount is adjusted annually for inflation; 
the aggregate amount is $355 for 2009.). Non-
monetary compensation cannot take into account 
the volume or value of  any referrals or other 
business generated by the physician. Further, the 
physician must not have solicited such compen-
sation. The compensation must also not violate 
the anti-kickback statute or any federal or state 
law. 42 C.F.R. 411.357(k). CMS recommends that 
hospitals implement compliance systems, such as 
mechanisms to track and value the provision of  
gifts, complimentary items and other benefits for 
physicians, to ensure non-monetary compensa-
tion does not exceed the annual spending limit. 
72 F.R. 51058 (Sept. 5, 2007).

The Stark law does allow a hospital with a for-
mal medical staff  to throw a local staff  appreci-
ation event once a year without adhering to the 
spending cap. Any gifts or gratuities provided 
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in connection with the event, however, are sub-
ject to the spending cap. 42 C.F.R. 411.357(k)
(4). Finally, the recent revision to the Stark law 
now allows an entity to stay below the spend-
ing cap when it inadvertently exceeds the cap 
by no more than 50 percent and the physician 
repays the excess within that calendar year or 
180 consecutive days from receipt of  the excess 
compensation, whichever is earlier. The entity 
and the physician may rely on the repayment 
provision no more than once every three years. 
42 C.F.R. 411.357(k)(3).

11. Splitting profits from ancillary  
services within a practice
There are several ways to split profits from DHS 
within a group practice, so long as the given 
profit-splitting method is not related to the vol-
ume or value of  referrals. Two profit-sharing 
methods that are not prohibited by Stark include 
certain profit-sharing arrangements between 
members of  a group practice and certain pro-
ductivity bonuses.

When a physician’s group meets the Stark law’s 
definition of  a “group practice,” its physicians 
may receive a share of  the overall profits so 
long as the distribution is reasonable, verifi-
able and unrelated to the volume or value of  
referrals. The Stark law deems certain meth-

ods of  profit sharing as not relating directly 
to the volume or value of  referrals. The prof-
its, for example, may be divided per member 
of  the group. The group may also distribute 
DHS revenues based on the distribution of  
the groups revenues attributed to services that 
are not DHS payable by any federal healthcare 
program or private payor. Finally, the Stark 
law allows any method of  profit-sharing if  
DHS revenues constitute less than 5 percent 
of  the group practice’s total revenues and no 
physician’s share is more than 5 percent of  the 
physician’s total compensation from the group 
practice. 42 C.F.R. 411.352(i)(1) & (2).

CMS has explicitly stated that “all physicians, 
whether employees, independent contractors, 
or academic medical center physicians, can be 
paid productivity bonuses based on work they 
personally perform.” 69 F.R. 16067 (March 26, 
2004). A physician may be paid a productivity 
bonus based on work personally performed by 
that physician, so long as the productivity bonus 
is not calculated in a way that directly relates to 
the volume or value of  a physician’s DHS refer-
rals. One such method of  calculating productiv-
ity bonuses is to base a physician’s bonus on his 
or her total patient encounters or relative value 
units. 42 C.F.R. 411.352(i)(3). n
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Louisville. During medical school, he was a member of  the “Spinal Chords,” 
an all-male chorus that performed for patients at local hospitals. 

David Abraham, MD — Dr. Abraham is the founder of  The Reading 
Neck and Spine Center in Wyomissing, Pa. He is also a partner at The Read-
ing Surgery Center in Wyomissing and at the Surgical Center of  Pottsville 
(Pa.). Dr. Abraham, whose interests center around ambulatory and minimal-
ly-invasive spinal surgery, attended Jefferson Medical College, performing his 
internship at Thomas Jefferson University Hospital in Philadelphia and his 
residency at the Rothman Institute in Philadelphia. He completed a fellow-
ship in adult spine surgery at William Beaumont Medical Center in Detroit. 

Scott blumenthal, MD — Dr. Blumenthal is a spine surgeon with the 
Texas Back Institute and the first surgeon in the United States to devote 
his practice solely to the research and application of  artificial disc re-
placement. Dr. Blumenthal is a leader in spinal arthroplasty working with 
a large number of  discs currently on the market and in trials. He serves 
as a clinical assistant professor of  orthopedic surgery at the University 
of  Texas Southwestern in Dallas and as an ongoing contributor to the 
first non-profit created for arthroplasty patients, ADRSupport.org. He 
also currently serves as a spine consultant for the Dallas Mavericks. Dr. 
Blumenthal graduated from Northwestern Medical School in Chicago 
and completed his general surgery internship and orthopedic surgery 
residency at the University of  Texas Health Science Center in Dallas. 
His fellowships include work at the Rehabilitation Institute of  Chicago 
for physical medicine and rehabilitation and at Midwest Regional Spinal 
Cord Injury Care System at Northwestern Memorial Hospital in Chicago 
for spinal trauma surgery. Dr. Blumenthal was recently featured in ON 
Magazine in the publication’s “ON Personality” section. 

Charles branch, MD — Dr. Branch is a neurosurgeon who special-
izes in the spine and is currently president of  the North American Spine 
Society. He practices at Wake Forest University Baptist Medical Center in 
Winston Salem, N.C. Dr. Branch attended medical school at the Univer-
sity of  Texas Southwestern Medical School in Dallas. He completed his 
residency in neurological surgery at Wake Forest University Baptist Medical 
Center and a fellowship at the University of  California, San Francisco. Dr. 
Branch has been published in numerous medical journals and once served 
as editor-in-chief  for The Spine Journal. He recently was profiled by Spinal 
News International, where he discusses his family’s involvement in the field. 
Two of  his children are currently enrolled in medical school and his old-
est will pursue neurosurgery. His father, Charles Branch, Sr., was awarded 
the Humanitarian Award from the American Association of  Neurological 
Surgery in 2004 for his medical mission work in Nigeria.

John R. Caruso, MD — Dr. Caruso is a neurological surgeon with 
more than 16 years experience. He currently practices with Neurosurgical 
Specialists in Hagerstown, Md., where he has performed numerous spinal 
procedures including minimally invasive procedures to complex instrumen-
tation of  the cranial, thoracic and lumbar spine. He also serves a chairman 
of  the board and medical director of  Parkway Surgery Center in Hager-
stown. Dr. Caruso attended Eastern Virginia Medical School in Norfolk, 
Va., and completed residencies at the Eastern Virginia Graduate School of  
Medicine in Norfolk and at the University of  New Mexico, Albuquerque. 

Leonard Cerullo, MD — Dr. Cerullo is a neurosurgeon with more than 
30 years experience and the founder and medical director of  Chicago In-
stitute of  Neurosurgery and Neuroresearch. He helped pioneer the use of  
lasers in neurosurgery and has published several articles and books on this 
subject. He also serves as a professor in the Department of  Neurosurgery 
at Rush Medical College in Chicago. Dr. Cerullo attended medical school 
at Jefferson Medical College in Philadelphia and completed his residency 
training in neurosurgery at Northwestern University Medical School in 
Chicago. Dr. Cerullo held fellowships at the Neurological Institute of  New 
York and Columbia-Presbyterian Medical Center, both in New York City, 

and at Hôpital Foch in Surenes, France. Dr. Cerullo has been featured re-
peatedly in Chicago Magazine’s “Top Doctors” issues.

E. Jeffrey Donner, MD — Dr. Donner is an orthopedic surgeon, fel-
lowship-trained in the management of  spinal disorders. His specialties in-
clude spine surgery and general orthopedics. He is a co-founder of  Rocky 
Mountain Associates in Loveland, Colo., and also works at Loveland Surgery 
Center, a spine center of  excellence for Blue Cross/Blue Shield. Dr. Donner 
is recognized internationally as an expert in the diagnosis and surgical treat-
ment of  chronic cervical whiplash disc injuries. His orthopedic residency 
included rotations through Shriner’s Hospital for Children in Philadelphia 
and St. Christopher’s Hospital for Children in Philadelphia. Dr. Donner’s 
fellowship in spine surgery was completed at the Hospital of  the University 
of  Pennsylvania and Temple University Hospital, both in Philadelphia. Dr. 
Donner has published articles in several scientific journals and is the past 
president of  the Larimer (Colo.) County Medical Association.

Stephen Doran, MD — Dr. Doran is a neurosurgeon and chairman of  
the board and medical director of  Midwest Surgical Hospital in Omaha, 
Neb. This facility brought together a preeminent group of  neurosurgeons, 
orthopedic surgeons, ENT and pain medicine physicians and partnered 
with a large local healthcare system. Dr. Doran is an active lobbyist for 
physician involvement in healthcare. He is also a clinical assistant professor 
of  surgery at University of  Nebraska Medical Center. Dr. Doran’s areas of  
interest include spinal instrumentation, stereotactic and functional neuro-
surgery, deep brain stimulation and disorders of  the spine. He has received 
national recognition for his research in gene therapy related to the central 
nervous system and his research has been published nationally. Dr. Doran 
received his medical degree from the University of  Nebraska Medical Cen-
ter in Omaha and completed his internship and residency at the University 
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of  Michigan Medical Center in Ann Arbor. According to Todd Flickema, 
senior vice president at Surgical Management Professionals, “Dr. Doran 
is a very articulate, intelligent and caring physician. He has a vision that 
is beyond his practice and hospital that encompasses his community and 
healthcare in general with extremely high ethical standards. He is one of  
the finest people I have ever had the pleasure of  working with.”

Wesley h. Faunce, III, MD — Dr. Faunce practices with the South-
west Florida Neurological Associates in Cape Coral, where he focuses on 
degenerative spine disease of  all areas of  the spine. He has been involved 
in a variety of  medical research studies and is an accomplished author or 
coauthor of  numerous studies, publications and presentations. Dr. Faunce 
received his PhD in biochemistry and molecular biology from the Uni-
versity of  Florida in Gainesville. He then earned his medical degree at the 
same university. He also completed an internship at the university’s depart-
ment of  surgery and residency training at its department of  neurosurgery. 
While at the University of  Florida, Dr. Faunce served as president of  the 
University of  Florida’s AMA Medical Student Section and was awarded the 
Lyerly Neurosurgery Award. 

Thomas Forget, MD — Dr. Forget is a St. Louis-based neurosurgeon fo-
cusing on cerebrovascular disease, stroke and general neurosurgery. He is an 
owner and medical director of  The St. Louis Spine Surgery Center, a spine-
focused ASC in Creve Couer, Mo. He also leads the Division of  Neurosur-
gery at Neurological Specialists of  West County. Dr. Forget has co-authored 
two books, as well as multiple book chapters, articles and presentations. He 
attended medical school at Georgetown University School of  Medicine in 
Washington, D. C., and completed his residency at Saint Louis University 
School of  Medicine. He completed a fellowship in neurosurgery at Thomas 
Jefferson University Hospital, Jefferson Medical College in Philadelphia. 

James hansen, MD — Dr. Hansen is a spine surgeon with the Spine 
& Rehabilitation Center in Austin, Texas. He has affiliations with 10 hos-
pitals and surgery centers, including the South Austin Surgery Center. 
Dr. Hansen has pioneered the expansion of  outpatient spinal procedures 
utilizing minimally invasive methods at the South Austin Surgery Center. 
He attended medical school at Michigan State University in East Lansing 
and completed his internship at Michigan State’s Butterworth Hospital in 
Grand Rapids. He completed his residency at Medical University of  South 
Carolina in Charleston. 

Richard harrison, MD — Dr. Harrison is a spine surgeon focusing on 
the comprehensive management of  spine conditions, including minimally in-
vasive surgery to spinal reconstruction and fusion procedures. He practices at 
the Bay Care Clinic in Green Bay, Wis., among other locations in Wisconsin 
and Illinois. Dr. Harrison attended medical school at Texas Tech University 
in Lubbock, Texas, and completed his residency at Loyola University Medical 
Center in Chicago. He completed a fellowship at the National Hospital for 
Neurology and Neurosurgery in London, England. He has been featured by 
his local ABC news station, Action 2 News, for his work. 

Richard Kube, II, MD — Dr. Kube is a spine surgeon at the Prairie Spine 
& Pain Institute in Peoria, Ill., which he owns and operates. He regularly per-
forms procedures at the Peoria Day Surgery Center. He previously practiced 
at St. Anthony’s Memorial Hospital and with the Bonutti Clinic in Effingham, 
Ill. Dr. Kube attended medical school and post-graduate training in orthopedic 
surgery at Saint Louis University. He completed a spine fellowship at Spine 
Surgery PSC in Louisville, Ky. Dr. Kube’s research on motion preservation has 
been presented on an international level at several different venues. Dr. Kube 
is a clinical assistant professor of  surgery at the University of  Illinois College 
of  Medicine at Peoria. According to Bryan Zowin, business manager of  Peoria 
Day Surgery Center, “Since joining Peoria Day’s medical staff, he has been 
instrumental in assisting staff  and management with cost-effective equipment 
needs along with working with us to provide high-quality spine treatment sur-
gery services for our community. This is a new service line for our center and 
his knowledge and assistance to the center has been outstanding.”

Michael Janssen, MD — Dr. Janssen is a surgeon at the Center for 
Spinal Disorders in Thornton, Colo. He founded the Spine Education Re-
search Institute, a non-profit dedicated to clinical research, physician edu-
cation and youth science and community education. Dr. Janssen also serves 
as a clinical associate professor at the University of  Colorado. He received 
his medical education at the University of  Health Sciences in Kansas City, 
Mo. His internship and residency were completed at the Medical College 
of  Georgia in Augusta, and he completed a spine fellowship at Lakewood 
Orthopaedic Clinic in St. Gallen, Switzerland. 

Iain h. Kalfas, MD — Dr. Kalfas is a neurosurgeon who works for 
Cleveland Clinic’s Center for Spine Health. He is also the head of  spinal 
surgery for the clinic’s department of  neurosurgery. His specialties include 
complex spinal surgery and reconstruction including instrumentation and 
fusion, image-guided spinal navigation, neck and back disorders and mini-
mally-invasive surgery. Dr. Kalfas attended medical school at Northeastern 
Ohio Universities College of  Medicine in Rootstown, Ohio, and completed 
his internship and residency in neurological surgery at the Cleveland Clinic. 
He completed fellowships at Barrow Neurological Institute in Phoenix and 
at Allegheny General Hospital in Pittsburgh, Pa. Dr. Kalfas recently edited 
the book, Spinal Reconstruction: Clinical Examples of  Applied Basic Science, Bio-
mechanics And Engineering, and has written numerous book chapters. 

Jordi Kellogg, MD — Dr. Kellogg is a neurosurgeon who has published 
more than 40 professional articles and abstracts since 1997. He is also a 
regular speaker at neurosurgery conferences. In private practice in Portland, 
Ore., since 2001, Dr. Kellogg is an investor-owner in the highly successful 
East Portland Surgery Center. Dr. Kellogg attended medical school at the 
Unversity of  Southern California in Los Angeles and completed his resi-
dency and fellowship at Oregon Health Sciences University in Portland. 
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James Lynch, MD — Dr. Lynch a neurological surgeon who special-
izes in complex spine surgery, as well as minimally-invasive spine surgery. 
He is director, spine services, for Regent Surgical Health, where he directs 
Regent’s program to help physicians develop spine-focused ASCs and spe-
cialty spine hospitals. He is the founder and CEO of  Spine Nevada and 
chairman and director of  spine at the Surgical Center of  Reno. He is also 
on staff  at St. Mary’s Hospital and Renown Regional Medical Center, both 
located in Reno. Dr. Lynch is a frequent lecturer at national meetings on 
spine topics related to ASCs. He earned his medical degree from Trinity 
College in Dublin, Ireland, followed by a residency at the Mayo Clinic in 
Rochester, Minn. Dr. Lynch completed three spine fellowships at the Mayo 
Clinic, National Hospital for Neurology and Neurosurgery in London, 
England and the Barrow Neurological Institute in Phoenix. His work has 
been published in several professional publications including The Journal of  
Neurosurgery and Neurosurgery and Spine.

James Macon, MD — Dr. Macon is a neurological surgeon with 
Framingham-Wellesley Neurological Surgery in Framingham, Mass. In 
addition to being a member of  several neurological associations, Dr. Ma-
con is a member of  the American Pain Society, International Association 
of  the Study of  Pain and American Academy of  Pain Medicine. Dr. Ma-
con attended medical school at Harvard Medical School and completed 
his internship at Stanford University Medical Center. He completed his 
residency in neurosurgery at Massachusetts General Hospital in Boston. 
Dr. Macon worked as a clinical associate for the National Institutes of  
Health’s Institute of  Neurological Disorders and Stroke in Bethesda, 
Md., and received a Fulbright Scholarship to study neuropharmacology 
in Paris, France. According to Chris Zorn, vice president of  Spine Surgi-
cal Innovation, “Dr. Macon is companionate, innovative, reputable and 
patient-focused professional.”

Paul McCormick, MD — Dr. McCormick is a neurosurgeon at Co-
lumbia-Presbyterian Neurosurgery in New York City, specializing in disc 
disease, spinal stabilization and instrumentation, spinal tumors and spinal 
cord injury. He attended medical school at Columbia University College 
of  Physicians and Surgeons and completed his residency at the Neurologi-
cal Institute of  New York. He completed a fellowship in spinal surgery at 
the Medical College of  Wisconsin in Milwaukee. He currently serves as a 
professor of  clinical neurosurgery at Columbia’s College of  Physicians and 
Surgeons and has published more than 70 peer-reviewed articles. 

Greg McDowell, MD — Dr. McDowell is an orthopedic surgeon spe-
cializing in adult and pediatric spine care. He currently practices with Ortho 
Montana in Billings and is co-director for the Northern Rockies Regional 
Spine Center. Dr. McDowell completed medical school and his residency 
at the University of  Virginia in Charlottesville. 

Kenneth A. Pettine, MD — Dr. Pettine is a co-founder of  Loveland, 
Col.-based Rocky Mountain Associates and a surgeon at Loveland Surgery 
Center, a spine center of  excellence for Blue Cross/Blue Shield. He has 
an extensive background in spinal surgery, research and rehabilitation. He 
is co-inventor and co-designer of  the Maverick Artificial Disc, a patented 
disc replacement device for the neck and back, currently the subject of  a 
clinical trial. Dr. Pettine is currently the chief  investigator for eight FDA 
IDE studies involving non-fusion spine technology. He is a distinguished 
speaker at national and international symposiums and the author of  nearly 
20 research publications. Dr. Pettine completed his residency and his mas-
ter’s degree in orthopedic surgery at the Mayo Clinic in Rochester, Minn. 
His medical degree was awarded from the University of  Colorado School 
of  Medicine, and he completed a Spine Fellowship in Minneapolis. 

Joan O’Shea, MD — Dr. O’Shea is a dually-trained neurological and 
orthopedic spine surgeon. She has concentrated her training and dedi-
cated her career to the treatment of  spinal disorders. She helped found 
the Spine Institute of  Southern New Jersey and previously practiced 
neurosurgery at Cooper Medical Center in Camden, N.Y. She received 

her medical degree at the State University of  New York Upstate Health 
Center in Syracuse. She completed a residency in neurosurgery at Mount 
Sinai Medical Center in New York, N.Y., and completed an additional 
orthopedic spine surgery fellowship at the Hospital for Joint Disease and 
the Spine Institute of  Beth Israel Medical Center, both located in New 
York City. She has been an invited lecturer for the American Association 
of  Neurological Surgeons and the Congress of  Neurological Surgeons 
annually since 1996. Ms. O’Shea has been described by a colleague as 
“very sharp and entrepreneurial. She is excellent at working with and 
marketing to workers compensation case nurses.”

Carlton Reckling, MD — Dr. Reckling is a spine surgeon at the new-
ly formed Spine Center Cheyene (Wyo.). He attended medical school at 
Creighton University in Omaha, Neb., and completed his internship and 
residency at the University of  Minnesota Hospitals & Clinics in Minneapo-
lis. He completed a fellowship in spinal surgery at Queen’s University Medi-
cal Center in Nottingham, England. According to Richard Slater, attorney, 
friend and patient of  Dr. Reckling, “Carlton is the only orthopedic spine 
surgeon in in our community. Like his father and grandfather who were 
also physicians, Dr Reckling performs major reconstructive spine surgeries 
for scoliosis and other deformities. He is also a regional leader in minimally 
invasive techniques and non fusion technology.” 

Mike Russell, II, MD — Dr. Russell is a spine surgeon at Azalea Ortho-
pedics in Tyler, Texas. He holds hospital privileges at the Texas Spine and 
Joint Hospital, Trinity Mother Frances Hospital and the East Texas Medi-
cal Center, all in Tyler. Dr. Russell attended medical school and completed 
his orthopedic training at the University of  Texas Southwestern Medical 
School in Dallas. He completed a fellowship in spine surgery at the Caroli-
nas Medical Center in Charlotte, N.C. 
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Larry L. Teuber, MD — Dr. Teuber serves as director of  Medical Fa-
cilities Corp. and as the physician executive of  Black Hills Surgery Center in 
Rapid City, S.D., which he founded in 1997. Dr. Teuber is also the founder 
and current managing partner of  The Spine Center in Rapid City. He pro-
vides consultative services and frequently speaks to physician organizations 
concerning the development of  surgical facilities for neurosurgical and spinal 
care. Dr. Teuber earned his medical degree from the University of  South 
Dakota in Vermillion. He completed his general surgery internship and neu-
rosurgery residency at the Medical College of  Wisconsin in Milwaukee. Dr. 
Teuber served for 17 years in the active and reserve Army, retiring with the 
rank of  major after serving in Desert Storm. 

Daniel Tomes, MD — Dr. Tomes, a neurological and spine surgeon, prac-
tices in Lincoln, Neb., where he sits on the Board of  Directors of  the Ma-
donna Rehabilitation Hospital and serves as medical director of  the Gogela 
Neuroscience Institute. Additionally, he led the development of  the South-
west Lincoln Surgery Center, a multi-specialty ASC that includes spine and 
is slated to open in April 2009. Dr. Tomes attended medical school at the 
University of  Nebraska College of  Medicine in Lincoln and completed post-
graduate training at the University of  Nebraska Medical Center.

Ensor Transfeldt, MD — Dr. Transfeldt is a staff  surgeon at Twin 
Cities Spine Center in Minneapolis, Minn., specializing in deformities and 
tumors of  the spine. He also serves as an associate professor at the Univer-
sity of  Minnesota. Dr. Transfeldt attended medical school at the University 
of  Witwatersrand in Johannesburg, South Africa; completed an internship 
at Baragwanath Hospital in Johannesburg; and completed his residency at 
the University of  Toronto, Canada. He completed a spine fellowship at the 
University of  Toronto and held the John H. Moe Spine Fellowship at the 
Twin Cities Scoliosis Spine Center in Minnesota. 

William Watters, III, MD — Dr. Watters is an orthopedic surgeon who 
specializes in spinal surgery. He is the current research council director for the 
North American Spine Society and is the chairman of  the American Academy 
of  Orthopaedic Surgeon’s Guideline and Technology Assessment Oversight 
Committee, which oversees all clinical practice guideline development and 
technology assessments produced by the AAOS. Dr. Watters attended Harvard 
Medical School and completed two residencies, one in internal medicine and 
one in orthopedic surgery at the University of  Pennsylvania in Philadelphia. 

Jeffrey C. Wang, MD — Dr. Wang is currently chief  of  the University 
of  California Los Angeles Spine Service and director of  the UCLA Spine 
Surgery Fellowship. In addition to a busy clinical practice, Dr. Wang runs a 
science laboratory where he develops new methods for treating spinal dis-
orders. Dr. Wang has received numerous research grants and is currently in-
volved in many clinical trials in the treatment of  spine problems. Dr. Wang 
attended medical school at the University of  Pittsburgh School of  Medicine. 
He completed a residency in orthopedic surgery at UCLA and a fellowship in 
spine surgery at Case Western Reserve University in Cleveland.

Richard Wohns, MD, MbA. — Dr. Wohns is a spine surgeon and one 
of  the first physicians involved with the development of  ambulatory spine 
practices. He is the founder of  South Sounds Neurosurgery in Puyallup, Wash. 
He also founded Neospine, a spine ASC development company, currently part 
of  Symbion Healthcare. His areas of  expertise in the field of  neurosurgery 
include brain tumor and skull base surgery, numerous complex minimally inva-
sive spinal surgical techniques, teleradiology, computer-based neuronavigation 
and stereotaxis. He was one of  the first neurosurgeons in the United States 
qualified to perform the revolutionary XLIF technique for minimally invasive 
lumbar fusions. Dr. Wohns attended medical school at Yale University School 
of  Medicine and completed his neurosurgery residency at the University of  
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Washington in Seattle. Dr. Wohns also holds an ex-
ecutive MBA from the University of  Washington 
and is currently pursuing a law degree from Seattle 
University School of  Law. Dr. Wohns has advanced 
the knowledge of  outpatient spine surgery and 
minimally invasive techniques through the Mazama 
Spine Summit, an educational meeting which has 
organized for the past six years. According to Hiro-
shi Nakano, CEO of  South Sound Neurosurgery 
in Puyallup, Wash., “Dr. Wohns has been a pioneer 
in the development of  the ambulatory spine world, 
stressing clinical excellence and business perfor-
mance. In addition, he has dedicated a great deal 
of  his time to the improvement of  the profession 
and continues to be a voracious learner.” n 

Average Annual Salary for Spine Surgeons  
by region
Here are the average annual salaries for spine surgeons by region, according to the 2008  
Physician Compensation Survey conducted by the American Medical Group Association.

Overall average — $611,670     
East — $507,889 
West — $635,675 
North — $590,000 
South — Not available 

Source: American Medical Group Association 2008 Physician Compensation Survey. 
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THURSDAY, JUNE 11, 2009
12:00 – 1:30 pm – Registration
12:00 – 4:30 pm – Exhibitor Setup
Pre-Conference Workshop – Concurrent Sessions A, B, C, D, E
1:30 – 2:30 pm
A. Developing a Highly Successful Orthopedic-Driven ASC
Brent Lambert, M.D., CEO, Ambulatory Surgical Centers of America; and 
 Tom Mead, M.D., Surgery Center of Allentown

B. Using Orthopedics and Spine to Turn Around an ASC
Tom Mallon, CEO, and Jeff Simmons, President Western Division, Regent Surgical Health

C. Sequencing an Orthopedic Start-Up ASC – Tactics for New and 
Ramp-Up ASCs to Optimize Their Operations
Larry Taylor, President and CEO, Practice Partners in Healthcare

D1. (1:30 – 2:00 pm) Valuing ASCs for Syndication - A Presentation 
of Current Market Multiples and Question and Answer
Greg Koonsman, Principal, and Jon O’Sullivan, Principal, VMG Health

D2. (2:00 – 2:30 pm) The Impact of the Financing Market on Valuations
Jon O’ Sullivan, Principal, VMG Health; Doug Lewis, Managing Director and  
 Shannon LeRoy, CEO and Managing Director, Physicians Capital

E. A Year Later – The Successful Turnaround of a Failing Hospital-
Physician Joint Venture ASC
George Trajtenberg, M.D., Mark Beaugard, M.D., and Lisa Shriver, Administrator,  
 Turks Head Surgery Center

2:30 – 3:20 pm
A. Managed Care Negotiation Strategies for Orthopedic and Spine- 
Driven Centers
Naya Kehayes, CEO, Eveia Health Consulting and Management

B. Uni Knees in the Outpatient Setting – Is This the Right Fit for 
Your ASC? Clinical and Financial Issues
Blaine Farless, M.D., and James McGehee, RN, Administrator, Cleburne 
 Surgical Center; and Sarah Martin, RVP of Operations, Meridian Surgical Partners

C. Physician-Owned Hospitals - Key Factors for Success and Core 
Challenges
Molly Sandvig, Executive Director, Physician Hospitals of America; John Thomas,  
 EVP, HC REIT; and John Rex-Waller, CEO, National Surgical Hospitals

D. Are Stark and Self Referral Laws Going to Close Down ASCs 
and Physician Owned Hospitals?
Scott Becker, JD, CPA, Partner, and Amber Walsh, JD, McGuireWoods LLP

E. Spine ASC – An Important Element in a Health System’s Spine 
Center of Excellence
Jeff Leland, Managing Director, Blue Chip Surgical Center Partners

3:20 – 4:10 pm
A. How to Recruit and Retain Great Administrators and Directors 
of Nursing
Greg Zoch, Partner, Kaye Bassman

B. A Case Study and Strategies to Achieve Excellent Results for an ASC 
Kenneth Austin, M.D., Ramapo Valley Surgery Center; and Bob Zasa, 
 Founder, Woodrum ASD

C. Handling Complex Spine Cases in an ASC, High Level Fusion 
and 23 Hour Cases 
John Seitz, CEO, Ambulatory Surgical Group

D. Key Strategies for Controlling Implant Costs in ASCs and 
Surgical Hospitals
Randi Pisko, CEO, North Carolina Specialty Hospital; and Richard F. 
 Bruch, M.D., Triangle Orthopaedic Associates

E. The Acceleration of Physician-Hospitals Collaboration – Trends 
and Strategies
Bill Woodson, SVP, Sg2; Tom Stallings, Partner, Kristian Werling, JD, and 
 Elissa Moore, JD, McGuireWoods LLP

4:15 – 5:00 pm
A. Physician Recruitment in 2009 – Some Key Thoughts and 
Challenges on Recruiting Orthopedics Neurosurgeons and Pain 
Management Physicians
Kenny Spitler, SVP Development, HealthMark Partners

CONFERENCE PROGRAM CONFERENCE PROGRAM

FRIDAY, JUNE 12, 2009
B. Pain Management in ASCs - Current Methods to Increase Profits
Amy Mowles, President & CEO, Mowles Medical Practice Management

C. 5 Tips for Managing Anesthesia in Your ASC
Thomas Yerden, CEO and Founder, TRY HealthCare Solutions

D. How to Recruit Great Surgeons to Work at Your ASC
Robert Carrera, President, Pinnacle III

E. Turnarounds – 2 Case Studies – 5 Key Ideas for Success
Joe Zasa, President, Woodrum ASD

2:45 – 3:45 pm – Exhibits Open
3:45 – 4:20 pm
A. How Much is Your ASC Worth? What Terms Can You Expect? 
What Does a National Company Want After a Deal? 10 Facts That 
Will Drive a Buyer Away 
Bill Kennedy, SVP Business Development, NovaMed; Kenneth Hancock, President and Chief  
 Development Offi cer, Meridian Surgical Partners; Richard Pence, President and COO,  
  National Surgical Care; George Goodwin, SVP and Chief Development Offi cer, Symbion

B. Is Your Center too Dependent on a Single Specialty? How to 
Diversify and Make Change Happen
John Seitz, CEO, Ambulatory Surgical Group; Joe Zasa, CEO, Woodrum ASD; and   
 Larry Taylor, President and CEO, Practice Partners in Healthcare

C. 5 Core Concepts for Great ASC Joint Ventures with Hospital Partners
Mike Pankey, Administrator, Ambulatory Surgery Center of Spartanburg; and 
 Caryl Serbin, CEO, Serbin Surgery Center Billing 

D. Assessing the Profitability of Orthopedics, Spine and Pain in ASCS
Luke Lambert, CEO, Ambulatory Surgery Centers of America

E. 5 Core Strategies to Immediately Improve ASC and Hospital 
Operations
Doug Johnson, COO, RMC MedStone Capital

4:20 – 4:55 pm
A. How Much is Your ASC Worth? What Terms Can You Expect? 
What Does a National Company Want After a Deal? 10 Facts That 
Will Drive a Buyer Away (continued)
Bill Kennedy, SVP Business Development, NovaMed; Kenneth Hancock, President and Chief  
 Development Offi cer, Meridian Surgical Partners; Richard Pence, President and COO,  
  National Surgical Care; George Goodwin, SVP and Chief Development Offi cer, Symbion

B.  Ulnar Collateral Ligament Reconstruction: “The Tommy John Surgery”
Timothy Kremchek, M.D., Medical Director, Cincinnati Reds; Larry Taylor, 
 President and CEO, Practice Partners in Healthcare
   
C. The Development & Integration of Orthopedics into a 
Multi-Specialty ASC
William Jacobson, M.D., President, West Lakes Surgery Center; Rob McCarville, 
 Principal, Medical Consulting Group; and John Marasco, Principal 
 and Owner, Marasco and Associates 
D. 2 Key Issues: Working with Implant Brokers and Out-of-
Network Issues
Dan Connolly, Vice President, Pinnacle III

E. Turnarounds – Lessons of the Last Five Years – Expectations of 
the Next Five Years
Bill Southwick, President and CEO, HealthMark Partners
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Whenever someone asks me what it takes to succeed in the ASC 
business, I immediately tell them about “the five C’s.” These are 
the five core concepts or competencies that must be mastered 

by physician-owners at all types of  ASCs, in every region, if  they are to 
prosper.

The five C’s are: 
• Case volume and mix
• Contracts
• Case costing
• Compressed schedules 
• Cash

I will highlight each of  these in more detail later, and describe their im-
portance. However, as spine surgery centers have proven to be feasible 
businesses (and in some cases absolutely outstanding ones), we’ve recently 
expanded our thinking and added “three C’s for spine:” 

• Surgeon and patient comfort 
• Staff  confidence 
• Collaboration with payors 

Collectively, the “5 + 3 C’s” add up to a recipe for success in the unique 
spine ASC market. 

5 universal C’s
Our many years of  experience in the industry have shaped our thinking 
about the requirements for profitable ASC businesses. We apply the five 
C’s as best practices and foundational elements of  the business model for 
all types of  centers, including spine ASCs. And we use them as a means to 
engage the owners around common goals and shared responsibilities.

Case volume and mix. ASC success is predetermined long before the 
doors open. We firmly believe that no surgery center should be launched 
until the right volume and mix of  cases is assured. While many ASCs start 
with the assumption that they’ll grow into sufficient volume over time, ours 
is a fixed-cost business; hence, a baseline volume is required to support op-
erations. At many underperforming ASCs, optimistic partners start digging 
a hole on day one and are never able to climb out. An analogy from the 
travel business: An airline with the most experienced and skilled pilots, the 
friendliest staff, best reservation system and most attractive fares will still 
lose money if  only 50 percent of  the seats are filled.

Business plans should be based on fully accurate, highly detailed and rigor-
ously validated case volume projections. In spine, this often requires the 
addition of  pain management cases to augment the lower number of  major 
spine procedures (pain cases are also an effective way to orient patients to 
the notion of  outpatient treatments and to the ASC itself). These projec-
tions should be viewed as a “go/no-go” decision in the planning process 
for new ASCs. 

Once facilities are operational, case volume and mix should be monitored 
and analyzed carefully, by surgeon, with the results communicated to all 
stakeholders and compared each month to actual projections. That way, 
issues can be identified proactively and addressed quickly, long before the 
hole gets too deep. 

Contracts. It’s nearly impossible to overestimate the importance of  
strong contracts to ASC success. In our experience, about 20 percent of  the 
cases generate about 80 percent of  the profit. An ASC’s contract portfolio 

must reflect that ratio. That’s one of  the few generalizations that can be 
made about outpatient spine contracting, however. The in-network vs. out-
of-network (OON) question, particular market conditions and constantly 
changing reimbursement rates, mean each ASC needs to seek contracts 
tailored to its unique goals, specialties and location. Contracts for supplies, 
implants and instruments must also be negotiated carefully. Because of  
the complexity and many details involved, contracting is arguably the area 
where corporate partners can deliver the most value.

Spine ASCs raise unique contracting issues. Certainly, the revenue potential 
is terrific, largely because ASCs compete directly with hospitals and usually 
not other ASCs. OON contracts must be properly managed and under-
stood to realize the high upside. Considerable follow-up work is necessary, 
too. On the payor side, the opportunity to reduce costs by moving cases 
from hospitals to ASCs is just as compelling (which we’ll discuss more 
later). While OON contracting may not provide long-term synergy, the 
high cost will often bring payors to the table. The lack of  Medicare grou-
pers for most spine procedures means many payors do not yet understand 
how to asses outpatient spine fees and most payors do not understand how 
to accurately assimilate the costs of  spine cases at hospitals.

Another issue is how pain cases can help boost revenue at the ASC, even 
though, in some cases, they can be more lucrative for physicians who treat such 
patients in their offices. Based on our experience, we believe that a small spine 
surgery center with one OR and one procedure room can generate 100 percent 
annual return on investment with 400 surgeries and 1,500 pain cases. Bigger 
isn’t necessarily better when it comes to developing new spine surgery centers.

Again, the OON issues are the keys, both strategically and operationally. It’s 
also important to remember that there is still plenty of  work to do when 
your spine surgery center is OON. Everybody at the ASC — surgeons, 
RNs and business office staff  — must be educated to handle OON issues. 
First and foremost, claims and billing must be monitored to ensure claims 
are paid accurately and in line with contracts. Once in-network, payor re-
lationships should be tended carefully, with an emphasis on mutually ben-
eficial arrangements. Re-negotiation strategies should be ready in case of  
regulatory change or market shifts. It’s important to recognize that optimal 
contracts are usually moving targets; ASCs willing to do their homework 
can often improve contracts after they’re signed. In fact, we revisit each 
contract with changes of  some sort at least twice annually.

Case costing. One hallmark of  profitable ASCs is knowing how much 
it costs to perform each type of  case, including any variable costs (like 
supplies and instrumentation), and how much they are reimbursed. Fur-
ther, surgeons and staff  alike understand why those figures are important 
and how they affect the bottom line. In outpatient spine facilities, with 
more expensive equipment and implants involved, the value of  case cost-
ing only increases.

Case costing is closely related to volume projections in that it defines the 
requirements for profitability and provides insight into contracting needs, 
physician preferences and practice patterns. Put simply, without accurate 
case costing data, it’s difficult to tell a profitable contract from a money-
losing one. With detailed cost data, surgeon-owners will quickly see what 
drives profitability and where improvements are necessary. Strategically, 
case costing provides the transparency necessary to build strong partner-
ships. Operationally, it clarifies the need for supply standardization, com-
prehensive fee schedules and other effective management practices. 

Secret to Spine Surgery Center  
Success: The “5 + 3 C’s”
By Jeff Leland
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Compressed schedules. Schedule compression is an important — 
but often undervalued — technique for improving productivity. It can also 
boost revenue by making time for non-owner surgeons to use the ASC. 
Clustering cases helps ensure that staffing costs and other overhead are 
minimized at lower-volume ASCs. We counsel our surgeon-partners that 
it’s perfectly acceptable to turn off  the lights on Thursdays and Fridays if  
caseloads are too light. Busier centers will want to employ block schedul-
ing, set deadlines for OR reservations and regularly communicate available 
slots. Turnover times of  10 minutes or less between cases should be the 
goal for many types of  procedures. 

In spine ASCs, the scheduling issue may seem less urgent in that fewer 
cases are necessary to sustain profitable operations. Because spine cases 
typically last longer, speedy OR turnover may be less important at spine-
focused ASCs than at multi-specialty centers. Compressed scheduling and 
productivity are critical, however, if  pain cases are also handled at the spine 
surgery center. Treating three or more pain cases in an hour is a worthy 
and feasible goal. At some centers, these procedures are handled in street 
clothes to keep things moving along. Typically, these challenges are not too 
difficult, which is one reason why pain often makes an excellent comple-
ment to spine-focused ASCs.

Cash. Managing cash is all about managing accounts receivable (A/R) 
and ensuring contracts are administered properly. Top-performing ASCs 
manage these tasks more effectively. That’s true for all types of  centers, 
including spine. Conversely, almost all unsuccessful centers struggle with 
A/R. “Swamped,” “overwhelmed,” “nightmare” — those are the words 
most often used to describe ASCs with serious A/R issues. The stakes 
are high, however. OON cases may require that ASC staff  collect $20,000 
checks from patients. 

How to avoid this common problem? Efficient, knowledgeable and detail-
oriented staff  — whether employed by the ASC or a management partner 
— is a must. The goal is to process every claim expediently and stay on top 
of  A/R status at all times. That starts by completing insurance forms long 
before treatment day, securing pre-authorizations and always taking co-pay-
ments when patients arrive. It’s particularly important that potential problems 
are identified early for OON cases, with patients made aware of  the process 
and their responsibilities. These should be the rules, not the exceptions. 

Further, post-treatment, operative notes should be based on templates and 
processed quickly, claims submitted electronically to payors and individual 
claims followed up aggressively. Yes, it’s a lot of  work, but that’s how cen-
ters can operate at 38 days or less of  receivables. There’s no doubt that the 
payoff  — strong and predictable cash flow — is well worth the effort.

Three additional C’s for spine
The five universal C’s apply to all types of  surgery centers. The following 
are three additional concepts that lay the groundwork for business and 
clinical success at spine-focused ASCs.

Surgeon and patient comfort. In some regions, outpatient spine has 
become very popular — up to 10-15 percent of  all spine cases. In other 
areas, surgeons are not yet comfortable with outpatient spine, thanks to 
local biases and standards, the influence of  hospitals and payors and physi-
cian misconceptions about risk and patient preferences. This is gradually 
changing. As more neurosurgeons, orthopedic spine surgeons and other 
specialists become comfortable in outpatient settings, more and more cases 
(including more advanced treatments) will migrate to ASCs.

What we’ve found in launching a number of  successful spine-focused 
ASCs is that patient selection is the critical component to surgeon com-
fort. Not every case is well suited for ASCs. Thus, to minimize the risk of  
co-morbidities and complications, patients must be evaluated on a case-
by-case basis. Obesity, surgical approach or positioning issues, history of  
respiratory illness and sleep apnea are the main criteria. Well-defined con-
tingency plans are also critical for reaching the appropriate comfort level 

with outpatient spine. Additionally, only those cases where surgeons have 
suitable experience should be handled at ASCs. Outpatient surgery centers 
are not the place to learn new techniques, especially in spine. That’s what 
our medical director and surgeons tell me.

Patient comfort is important, too. I know spine surgeons who bring all 
their spine patients to the ASC before surgery, either for initial pain treat-
ments or simply to familiarize them with the facility, staff  and the idea of  
outpatient care. Familiarity breeds comfort and significantly reduces pa-
tient anxiety. Patient perceptions are also affected by referring physicians, 
RNs, PAs and the like. Therefore, all of  these people should be educated 
about the appropriateness and advantages of  outpatient treatments. 

Confident staff. This “C” is an extension of  the previous one. Spine-
focused ASCs need to have top-notch staff  committed to the highest 
clinical standards. The entire staff  should be strong proponents of  out-
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patient spine and fully trained with specific procedures. 
Further, they should be active participants and strong 
team players who understand their roles. In all of  our cen-
ters, if  the staff  or anesthesiologists are uncomfortable 
with a patient or case, they can veto certain cases handled 
on an outpatient basis. 

Staff  confidence is also a matter of  remaining calm under 
pressure, helping to devise back-up plans for emergency 
transfers and trusting in those plans if  complications arise, as 
they inevitably will. The good news is that ASCs often liber-
ate surgeons to choose exactly the team they want to work 
with. Typically, that means skilled, experienced and confident 
staff  the surgeons trust.

Collaboration with payors. Since outpatient spine is a 
relatively new phenomenon, payors are uncertain about what 
it means to their business or how to approach it. Equipment 
and supply providers have been similarly hesitant. As a re-
sult, many payors have dragged their feet on signing on any 
contracts for fear that they would sign bad ones. Some even 
preferred to ask their customers (employers) to pay higher 
rates than admit their confusion. 

For entrepreneurial surgeons, the lack of  reimbursement 
standards and Medicare grouper rates represents a great 
opportunity. Specifically, spine-focused ASCs should work 
directly with payors to define algorithms for specific treat-
ments and forge a comprehensive payment system for out-
patient spine. Collaborating in this way may cost established 
spine ASCs some of  the massive revenue they’re currently 
generating, but by demonstrating a savings for the payors, 
they’ll be more likely to capture a steady, long-term profit-
able revenue stream. 

The risk is that this will prove to be a narrow window of  
opportunity. Even the slowest-moving payors will eventu-
ally “crack the code” on outpatient spine. Collaborating 
with them now on mutually beneficial deals will help ensure 
outpatient spine remains profitable for ASC owners as it 
inevitably grows more popular with patients and more com-
prehensible to payors. 

Bottom Line: 5 + 3 C’s lead to  
success in outpatient spine
Many of  the surgeons we’ve worked are motivated to join 
ASCs because they want to focus on treating patients and 
delivering the highest quality care. In other words, they have 
very good reasons for investing in an ASC. And while some 
surgeons really enjoy the business, most are less interested 
in the details of  claims management, supply standardization 
or payor negotiations. We developed the “5 C’s (+ 3)” to 
help surgeon-owners understand the importance of  these 
concepts, their role in adding value to the spine ASC busi-
nesses and their impact on surgeons’ return on investment. 
We believe such high-level understanding is useful. But the 
C’s are also valuable in highlighting the many moving parts 
that must be monitored and synchronized if  an ASC is to 
achieve near- and long-term profitability. In other words, 
spine-focused ASCs that master the 5+ 3 C’s are well on 
their way to success. n

Mr. Leland (jleland@bluechipsurgical.com) serves as managing part-
ner of  Blue Chip Surgical Center Partners, a surgery center develop-
ment and management company focused on spine and multi-specialty 
ASCs. Learn more about Blue Chip Surgical Center Partners .

Orthopedic Surgery Salary Statistics  
by region
Here are statistics on the 2008 cash compensation earned by orthopedic sur-
geons, as compared by region, according to the Integrated Healthcare Strategies 
2008 Healthcare Executive Compensation Survey and supplementary IHS statistics.

20-25th percentile
National — $335,000
North — $360,000
South — $282,000
East — $294,000
West — $356,000

50th percentile
National — $437,000
North — $475,000
South — $369,000
East — $383,000
West — $444,000

75-80th percentile
National — $561,000
North — $606,000
South — $562,000
East — $518,000
West — $530,000

90th percentile
National — $706,000
North — $730,000
South — $668,000
East — $669,000
West — $699,000

Source: Integrated Healthcare Strategies 2008 Healthcare Executive Compensation Survey  
and supplementary IHS statistics.

Integrated Healthcare Strategies offers comprehensive human resource consulting services to the 
healthcare industry. These services include physician services, executive total compensation, ex-
ecutive search, governance and leadership consulting, and human capital management consult-
ing services.  For more information please contact Steve Rice, executive vice president, or Chad 
Stutelberg, senior vice president, at Integrated Healthcare Strategies at 1-800-327-9335 or 
e-mail steve.rice@IHStrategies.com or chad.stutelberg@IHStrategies.com.

Get the latest in orthopedics and  
spine news, features, statistics and lists  

by signing up for the new  
Becker’s Orthopedic & spine  

Practice Review E-weekly. 
Visit www.beckersASC.com 

or e-mail Scott becker 
at sbecker@mcguirewoods.com to sign up.



25Sign up for Becker’s ASC Review E-Weekly at www.beckersasc.com

This article focuses on current events and risks in the growing or-
thopedic and spine devicemaker industry.1 Orthopedic and spine 
procedures can be very profitable for surgery centers, as confirmed 

by the increasing number of  centers performing these procedures. Reim-
bursement is solid for orthopedic procedures, and demand for implants is 
increasing as the Baby Boomer generation is aging. More implant and spine 
cases are being performed at ambulatory surgery centers than ever before.

This article focuses on current events and risks in the growing orthopedic 
and spine devicemaker industry.1 Orthopedic and spine procedures can be 
very profitable for surgery centers, as confirmed by the increasing number 
of  centers performing these procedures. Reimbursement is solid for or-
thopedic procedures, and demand for implants is increasing as the Baby 
Boomer generation is aging. More implant and spine cases are being per-
formed at ambulatory surgery centers than ever before.

Current issues raised by new devices — 
gender-specific implants, minimally  
invasive surgery and new spine devices 
A significant development in the orthopedic implant industry is the in-
creased number of  products available. In particular, gender-specific de-
vices, or devices designed with the female anatomy in mind, are in-vogue 
since the first such device, a knee implant designed specifically for the fe-
male anatomy, was approved by the FDA in 2006. The demand for gender-
specific knee implants in particular is high and expected to increase. Over 
400,000 knee replacements are performed in the United States each year 
and two-thirds of  knee replacement patients are women. Although knee 
replacements are the first foray into gender-specific devices, it is expected 
that orthopedic devices for hips, shoulders and other parts will continue to 
be developed and marketed.

Devicemakers searching for a market niche have touted gender-specific 
products. The ability of  a manufacturer to market directly to patients, com-
bined with the proliferation of  information available via the Internet, has 
had a big impact on patients’ perspectives. As noted by Laura Quigley, APN, 
clinical nurse specialist for Rush Hospital’s joint replacement program in 
Chicago, service providers now have the challenge of  helping educate and 
guide the patient regarding the appropriate use of  resources and devices.

The core distinction in gender-specific devices is that the size of  the im-
plant is generally slightly different to reflect different sizes in bones be-
tween genders. It may also provide for a narrower shape, a thinner shape 
and an increased groove angle. The hope is this will lead to better function 
and longer durability. Many orthopedic physicians will tell you that im-
plants already come in different sizes so that the concept of  gender-specific 
is really a marketing term and not a real change.

Additionally, new approaches to joint replacement are publicized as su-
perior because they are minimally invasive. Minimally invasive, in simple 
terms, means making an incision that is much smaller than those made 
in traditional joint replacement surgery, usually measured as one-half  the 
traditional size incision or less. While minimally invasive procedures are 
generally desirable, this marketing claim raises certain issues.   

The purported core positives to minimally invasive procedures are that they 
can lead to better cosmetics, less discomfort and less blood loss. On the 

negative side, such techniques can impair the surgeon’s visual field, provide 
for limited implant and device choices and lead to certain other challenges. 
There are also other longer-term uncertainties that are still being explored

The growth in the number of  different implant products available also 
has increased costs, as noted by John Barnard, MD, of  the Orthopedic 
Center of  Central Virginia. Physicians have to sift through an increased 
volume of  information to determine the optimal approach for their pa-
tients, and this learning curve takes time. With the competition among 
the devicemakers and the anticipated growth in demand for implants, this 
trend is likely to continue. 

Another trend is that patients receiving implants have a wider range in age; 
younger and older people are undergoing joint replacement surgeries to 
improve their mobility. Over the last five years in particular, the number of  
knee replacements is outnumbering the number of  hip replacements, and, 
according to Ms. Quigley, the growth in knee replacements shows no signs 
of  slowing down.

Arthrocare, in an effort to capitalize on the minimally invasive market, has 
recently been touting its single-use “spine wand.” Approximately 400,000 
lumbar micro discectomies are performed each year. The concept of  the 
spine wand is to use this device in connection with smaller incision spine 
surgery and coblation technology. Instead of  a 6mm access point, this is 
intended to be used with a 2.5mm access point. The spine wand is used 
with coblation to dissolve soft tissue. Another ongoing discussion involves 
the debate over whether disc replacement is superior to inter-body infusion 
approaches. Here, device manufacturers such as Medtronic assert that total 
disc replacement, using, for example, Medtronic’s Maverick metal on metal 
prosthesis, is superior to fusion technologies

Business issues
Devicemakers are capitalizing on the demand for joint replacements through 
an increased number of  initial public offerings. Last year was a record year 
for IPOs for healthcare providers, devicemakers and technology companies. 
From January to November 2007, 11 device companies filed plans for IPOs. 
MedAssets was the latest example in December 2007.

Anti-kickback and related conflict of issues
Several well-publicized legal cases highlight the risks devicemakers face. 
Although these manufacturers must necessarily market their products to 
physicians who decide which devices to use, the federal Anti-Kickback 
Statute, 42 U.S.C. § 1320a-7b(b)(1)(B), constrains the manufacturers’ busi-
ness practices in trying to promote their products.

One recent example of  this legal risk is the indictment of  Arkansas neu-
rosurgeon Patrick Chan, MD, for violation of  the federal Anti-Kickback 
Statute. The four-count indictment was filed in the United States District 
Court for the Eastern District of  Arkansas in October 2006. The in-
dictment charged that from January 2004 until June 28, 2006, Dr. Chan 
demanded that distributors for four medical supply companies pay him 
50 percent of  their commissions on the sales of  any products he used in 
his neurosurgery practice. The indictment alleges that Dr. Chan received 
approximately $7,000 to $8,000 per month for two-and-a-half  years. On 
Jan. 3, Dr. Chan pled guilty to one count of  violating the Anti-Kickback 
Statute and is awaiting sentencing. Dr. Chan also faces a civil qui tam 

Trends, Developments and Legal  
Issues in the Orthopedic and Spine  
Device Markets
By Scott Becker, JD, CPA, and Nancy A. Temple, JD, CPA
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suit brought by the whistleblower who disclosed his kickbacks to the 
government, and civil medical malpractice claims by patients claiming he 
prescribed unnecessary procedures in order to sell more products and 
receive the kickback payments. 

Another well-publicized legal problem relates to the ongoing federal and 
state investigations into devicemakers’ consulting payments and other 
transfers of  value to physicians which may constitute illegal inducement or 
bribes in violation of  federal and state Anti-Kickback statutes. The spinal 
and cardiac devicemaker Medtronic has recently announced that it is un-
dergoing investigation by the United States Justice Department, the Senate 
Finance Committee, the United States Attorney in Philadelphia and the 
Securities and Exchange Commission concerning payments it has made to 
doctors. The SEC has jurisdiction to investigate payments by publicly held 
companies to foreign doctors under the Foreign Corrupt Practices Act, 
which generally prohibits foreign bribes.

Similarly, orthopedic devicemakers Biomet, DePuy, Smith & Nephew, 
Stryker and Zimmer have recently settled federal investigations into their 
business practices by agreeing to eighteen months of  federal monitoring 
and paying a combined total fine of  $311 million. Stryker, it should be 
noted, did not have to pay any fine as it voluntarily cooperated with pros-
ecutors before the other devicemakers and executed a non-prosecution 
agreement with the government. None of  these devicemakers admitted to 
any liability in this settlement.

In the ASC industry in particular, as the number of  joint-ventures between 
hospitals and physicians grows, there is likely to be increased scrutiny on 
the potential conflict of  interest involving the use of  specific devices. In 
particular, a conflict of  interest can occur when doctors direct hospitals to 
buy devices from companies from which the doctors receive royalties. For 
example, Jay Yadav, MD, is suing the Cleveland Clinic because he was fired 
regarding a stent he helped develop and for which he receives royalties 
from the stent-maker. The Cleveland Clinic claims that the doctor failed to 
disclose the financial relationship, resulting in his dismissal.

In addition to the federal investigations, state regulators are beginning to 
exercise their oversight authority. In February 2008, the New Jersey Attor-
ney General announced that it is investigating devicemaker Synthes Spine, 
which manufactures an artificial spine disk called ProDisc. Synthes Spine 
has touted the ProDisc based on the results of  a study that concluded that 
the disk works better for patients than standard spinal-fusion surgery, but 
apparently many of  the physicians involved in the study had agreements 

with Synthes Spine under which they would profit if  ProDisc became suc-
cessful. The attorney general is investigating whether Synthes Spine prop-
erly disclosed the financial interest of  the physicians involved in the study 
and has subpoenaed documents from the company, as well as the venture 
capital firm that provided the initial funding to develop the ProDisc. The 
FDA is also investigating whether the physicians’ investments in ProDisc 
were properly disclosed.

Additionally, recent reports question the efficacy of  the ProDisc device 
and evidence supporting the marketing claims, indicating that some pa-
tients have had difficulties with the device. There is likely to be additional 
scrutiny of  claims that particular devices achieve results in clinical stud-
ies. Indeed, the Association for Ethics in Spine Surgery, a recently formed 
organization of  spine surgeons, states that it is dedicated to promote “ev-
idence-based medicine” and to educate the public about “the detrimental 
and pervasive financial influence of  industry on many health care providers 
and patients.”2 

Other legal issues
Devicemakers caught a significant break when the United States Su-
preme Court ruled in favor of  manufacturer Medtronic during the closely 
watched product liability case, Riegel v. Medtronic. Charles Riegel had sued 
Medtronic over an allegedly faulty catheter which had received approval 
by the FDA. The court upheld Medtronic’s argument that once the FDA 
approves a drug or medical device, no patient should be allowed to file a 
claim in state court alleging that the product has a defect. The industry ar-
gued that FDA approval should bar such claims and not simply be part of  
a defense, as the plaintiff  proposed. The plaintiff  also contended that FDA 
review is not as rigorous as the industry claimed. The Supreme Court based 
its ruling on the interpretation of  Congress’s intent in the FDA statute, so 
Congress now has the power to disagree with that interpretation and enact 
a new law to clarify its intent. Because the current administration sided with 
the industry in Riegel, the upcoming election could affect this issue if  there 
is a change in power in Washington. n

Contact Scott Becker at sbecker@mcguirewoods.com; contact Nancy Temple at  
nancytemple@sbcglobal.net .
1  We appreciate the assistance of  professionals who have contributed to this article, including 
Dr. John Barnard of  the Orthopedic Center of  Central Virginia in Lynchburg, Va.; Dr. Philip 
Davidson of  the Tampa Bay Orthopaedic Specialists; Rick Ferguson of  the Oklahoma Ortho-
pedic Hospital in Tulsa, Ok.; and Laura Quigley, APN, and Margaret Hickey, APN, of  the Rush 
University Medical Center’s Department of  Orthopedic Surgery in Chicago.

2 See the AESS website at www.ethicalspinesurgeon.org. 
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The current struggling economy has impacted many industries, in-
cluding orthopedic and spine practices. As a result, many practices 
are facing challenges to remain profitable and efficient. Here are 

five major challenges identified by industry experts that orthopedic and 
spine practices may face in this economy.

1. Increase in high-deductible healthcare plans, low reim-
bursement rates and uninsured patients. As the economy contin-
ues to struggle, copays and deductibles on many patients’ healthcare plans 
also continue to rise. Alan Davidson, executive director of  the Orthopedic 
Institute of  Pennsylvania in Camp Hill, says that this trend can lead to 
many patients not paying their copays at the time of  their procedures.

Don Love, administrator of  an orthopedic practice in Roanoke, Va., men-
tions several ways in which practices can help collect payments from pa-
tients, including pre-screening each patient’s insurance benefits prior to the 
office visit to determine coverage eligibility and collecting copays at the 
time service is rendered. “It is important to help patients understand and 
be aware of  what their copays and deductibles will be,” he says.

Mr. Davidson agrees that increased attention to the workings of  the rev-
enue cycle will help combat this problem. “Staff  must be trained to collect 
these payments at the time of  service,” he says. “Some insurance contracts 
provide obstacles to timely collection, and these clauses must be negotiated 
out of  payer contracts.”

Ken Austin, MD, an orthopedic surgeon in Airmont, N.Y., also notes that 
insurance companies can “place obstacles in the way of  healthcare for both 
the patient and the practitioner.” These obstacles include underpayments 
for procedures and excessive paperwork.

In addition, Dr. Austin notes that many patients have employers who con-
stantly switch healthcare providers, and oftentimes the patients are not 
aware of  what their requirements are as they change from plan to plan. “In-
surers make it as difficult as possible for patients to understand,” he says.

As the unemployment rate increases, practices will see the number of  un-
insured patients rise as well. Mr. Love says that his practice saw uncom-
pensated procedures increase significantly from 2007 to 2008. According 
to him, it is important for physician practices to evaluate the amount of  
uncompensated care they can provide without creating a strain on the fi-
nancial condition of  the practice.

2. hospital lobbyists and potential new legislation. One chal-
lenge orthopedic and spine practices may face in this economy is the work 
of  lobbyists in the federal government. “This economy strengthens the 
resolve of  the American Hospital Association to lobby hard to remove 
physician free-enterprise rights, dubbed by the AHA as ‘self-referral,’” says 
Mr. Davidson.

According to Mr. Davidson, recent media coverage (such as this NY Times 
article “ Good or Useless, Medical Scans Cost the Same,” published March 1) 
has included statistics provided by lobbyists to make the case that orthopedic 
imaging procedures are “high cost, high volume and clinically unnecessary.” 

In addition, he notes that there is a real concern about ancillaries and short-stay 
hospitals, and even ASCs have been attacked in the press. “There are studies 
that have shown that specialist physicians tend to order appropriate images 
and consequently fewer repeated images,” he says. “Additionally, a Blue Cross 
Association study showed that competition among imaging centers tends to 

lower pricing (Blue Cross plans negotiate lower payments to providers), and 
this negates any effect of  increased imaging volumes. These studies and ac-
curate factual information need to be disseminated to the public.”

Mr. Davidson also says that studies show that physician-owned hospi-
tals provide cost-effective, high-quality services. These studies need to be 
pushed to the forefront to counter the information that has been manufac-
tured to support anticompetitive positions. 

“Physicians who have exercised free-enterprise rights and who have in-
vested in hospitals and equipment stand to lose those investments and their 
free-enterprise rights with the strokes of  legislative pens,” says Mr. Da-
vidson. “Patients stand to receive lower quality and, in many cases, higher 
costs with decreased access consequent to the eradication of  these well-
organized and focused orthopedic services.”

In order protect their free-enterprise rights, Mr. Davidson encourages or-
thopedists to become more active in politics and to improve their own 
lobbying efforts. “Physicians need to reeducate legislators concerning the 
central role of  the physician in healthcare,” he says. “They need to dispel 
the notions that have been fostered by lobbyists and are imbedded in some 
politicians that physicians are untrustworthy because they wish to foster 
competition in healthcare.”

Dr. Austin agrees that there is a trend in politics today for the govern-
ment to take more control over healthcare. “Some politicians tend to think, 
‘we’re the government; we know better,’” he says. “However, that can be 
the quickest way to create problems.”

3. Demonstrating quality care. As patients become more cautious 
with their money, they will put higher stake into finding the best quality of  
care. Web sites, such as HealthGrades.com, make it easy for patients to find 
reporting of  a physician or hospital’s quality of  care. Mr. Love suggests that 
practices should take a proactive approach to collect their data to demon-
strate quality, efficiency and level of  patient satisfaction.  

4. Retaining staff. A struggling economy may cause orthopedic and 
spine practices to closely monitor their staffing expenses, which may lead 
to salary cuts and layoffs. In addition, many practices may be faced with 
choosing savings over the quality of  their staff.

Mr. Love says that “highly motivated and competent staff  are one of  the 
keys to a practice’s survival.”

Dr. Austin agrees.

“It can be an ongoing challenge to maintain high-quality staff  in a time of  di-
minishing reimbursement,” he says. He says that administrators and surgeons 
should stay in touch with their staff  and handle any issues as they arise.

5. Managed care contracting. The state of  the economy may make 
negotiating managed care contracts more difficult for orthopedic and spine 
practices. According to Mr. Love, health insurance payors who have more 
than 25-30 percent of  a given market will make it increasingly difficult for 
practitioners and physicians to negotiate those contracts. “Those payors 
will have a take it or leave it attitude with physicians.”

Mr. Love sees no easy solution to this problem, but it is important for practices 
to be aware of  what this challenge will mean in terms of  cost and revenue. n

Contact Renée Tomcanin at renee@beckersasc.com.

5 Challenges Currently Facing  
Orthopedic and Spine Practices 
By renée Tomcanin
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The importance of  developing outstanding programs, often referred 
to as “Centers of  Excellence,” in specific specialties has taken on 
new importance in critical specialties such as orthopedics, neu-

rosurgery and spine, cardiology and oncology. This article discusses how 
developing a grand vision or plan comprised of  clear goals can guide the 
development of  a Center of  Excellence. This article then examines specific 
strategies and tactics that can be used to implement such a plan.

Systems that develop dominant service lines can attract more patients, 
higher margins and more physicians. An outstanding or dominant service 
line can make a hospital a destination in an area of  care and serve as a 
magnet for a range of  opportunities. Thus, many hospitals and systems are 
constantly considering plans to develop a specialty Center of  Excellence 
in conjunction with a group of  physicians within that practice area. Such 
efforts, if  developed well, can also provide physicians who are involved in 
the effort a competitive advantage in recruiting additional physicians and 
attracting patients.

Physician-hospital relationships
There are currently a great number of  changes evolving in physician-hos-
pital relationships. These include substantial changes in the way in which 
hospital and physicians interact with each other. The overall landscape as to 
what types of  relationships are being undertaken is moving very fast. These 
relationships again, in return to a 1990’s strategy, include employment of  
physicians and acquisitions of  practices as well as many variations in rela-
tionships. The employment efforts may prove to be beneficial or may again 
lead to serious financial problems for systems. 

There are more legal concerns with regard to physician-hospital relation-
ships than ever before. This is likely to complicate the development of  
Center of  Excellence concepts. These concerns arise, for example, under 
the Stark Act, the Federal Anti-Kickback Statute, the Tax Exempt Rules 
and Regulations applicable to exempt hospitals, the False Claims Act and 
state laws. Every week there appears to be a report of  a new case or settle-
ment related to hospital-physician relationships or other payment relation-
ships involving providers. These types of  settlements relate not only to big-
ticket, substantial investigations and behaviors but also to small seemingly 
inadvertent errors and mistakes under the acts. 

A leader of  a hospital or health system driving the development of  a spe-
cialty-driven program must be able to defend his or her tactics both from a 
legal and business perspective. To a great degree, the question will ultimately 
come down to, “Is the system developing and engaging in a grand plan for a 
specific area of  care?” or “is it simply utilizing tactics to capture referrals?” 

Develop an overall vision
A grand, overall vision or plan is critical for a facility or program to become 
dominant in a specialty area. Specific strategies are then developed in light 
of  this plan. If  strategies are not utilized in connection with a grand plan, it 
is much more likely that the efforts will fall short, from a business perspec-
tive. It also increases the chances that the implementation will simply look 
like payments for referrals as opposed to tactics aligned an overall plan. 

Clear and big goals
There are a few critical efforts that need to be made early on at the incep-
tion of  a plan. First, the hospital or system and its physician leadership 
must define its overall goal — i.e., what is it trying to accomplish? For 
example, is the program trying to be the best orthopedic program in the 

state? Is it trying to be a program that does more procedures of  a certain 
type than any other system? Or, in contrast, is it trying to be a global leader 
in orthopedics and to develop an international brand in orthopedics or 
spine? Will the grand plan include a research or teaching function?

The system, in addition to this grand vision, may have other specific goals 
such as cost savings, improving trauma care, reducing wait times, providing 
all services or offering pediatric orthopedics. A grand vision with a clear 
goal is a prerequisite for determining the tactics that will be implemented 
by the parties to help the specialty program meet that goal. At the end of  
the day, the more that a system builds a grand vision and a clear plan as to 
what it wants to be known for, the easier it is to build tactics and strategies 
around those plans. 

Senior leadership must drive the plan
Hospital and physician leadership must not delegate the plan. Rather, the 
highest level of  leadership should be involved in the plan from the very be-
ginning and all the way through implementation and operation. The more 
that the system sees leadership such as the CEO and top physicians in the 
specialty involved in every meeting related to the plan, the easier it will be 
for the hospital and physicians to take action and gain buy-in throughout 
both systems. Delegating a critical plan and not involving key leadership 
throughout almost always leads to the ultimate failure of  the plan. 

role model hospital or program
As a system begins to form a concept or idea for its grand plan, it is very 
helpful to seek a role model hospital or center to use as a guide in devel-
oping its own plan. For example, can you find two or three hospitals or 
systems that have the attributes that your system or plan desires? Is there 
a great example that you could model your plan after? After determining 
a role model hospital or program and finalizing your own grand plan, one 
starts to determine tactics and strategies that will support and comprise the 
plan. Many of  these will be similar to those used by the model system.

Tactics and strategies
There are several tactics and alignment options that can be used to im-
plement a plan. The tactics utilized range from full integration tactics to 
minimal integration efforts to a number of  hybrid efforts. All tactics used 
should be targeted to meeting the big goals.

Full integration
There are at least two core types of  full integration models. The less com-
mon example of  a full integration model is a whole hospital joint venture 
between a hospital and physicians. One example of  this type of  venture 
is the Institute for Orthopaedic Surgery in Lima, Ohio, between St. Rita’s 
Medical Center and physicians. The Institute, a specialty orthopedic hospi-
tal, is majority owned by St. Rita’s. However, physicians also have a financial 
stake in the facility. The Institute was originally developed by physicians. 

Another increasingly common type of  full integration model involves a 
situation where the physicians become employees of  the hospital or a re-
lated subsidiary. For example, the dominant orthopedic group in Green-
ville, S.C., was acquired by a local hospital system a few years ago. This has 
become more common again in critical specialties. A few years ago the idea 
of  large orthopedic groups or neurosurgeons being acquired by hospitals 
would have been immediately disposed of. Now, employment is often a 
critical part of  developing a dominant service line.

Developing Centers of excellence — 
Key Concepts, Strategies and Tactics
By Scott Becker, JD, CPA, and Lindsey Dunn
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Semi-integrated models
Many parties pursue different types of  semi-integrated ventures. These can 
include joint ventures for surgery centers, joint ventures for equipment and 
real estate, joint ventures which will provide management services and several 
other types of  joint ventures. Here, one big distinction between true provider 
joint ventures such as those involving ownership of  a whole hospital or a sur-
gery center are that physicians can own an interest in the venture, derive the 
real profit from the venture and take real risk with the venture. In contrast, 
with equipment or real estate joint ventures, the payment to the lessor entity 
must be fixed fair market value and cannot vary based on the volume of  busi-
ness performed at the provider that the lessor leases to. In essence, there will 
not be any revenue or profit and loss congruence between the leasing entity 
and the provider that leases the equipment or real estate.

These semi-integrated models may be one dimension of  an overall plan to 
develop a dominant service line.

Compensation relationships
A third type of  integration effort revolves around compensation rela-
tionships. These include many different types of  arrangements. These 
can include call coverage arrangements, trauma arrangements, medical 
directorships, gain sharing arrangements, teaching relationships, research 
relationships, administrative/management relationships and several other 
types of  payment relationships. The more that these are developed in light 
of  a core, overall vision and clear plan for what the system desires to ac-
complish, the easier it is to reasonably justify having several different types 
of  relationships with your physician specialists which the center of  excel-
lence is being built around. Almost all of  these arrangements must be in 
writing and almost universally cannot vary or have payments tied to the 

volume or value of  referrals by the physicians. This can be a critical part of  
developing leadership in an area of  care.

Managed care strategies
A last general model of  integration revolves around integrating and coordinat-
ing managed care functions. These can involve physician-hospital organizations 
that serve as managed care entity contracting ventures or bundled price initia-
tives. For example, a party might work on an alternative pricing model whereby 
the physicians and hospital jointly sell an entire package related to the top 10-20 
most important orthopedic procedures or cardiovascular procedures. This has 
been experimented with in some circles and was experimented with to a greater 
level 10-12 years ago. However, with increased consolidation of  payors, this 
approach again offers a way for providers to attempt to band together in the 
marketplace. As such, we are seeing an increase in this activity. 

Four more examples
Four other examples of  working together with physicians towards develop-
ment of  a dominant position in a service area are as follows:

Co-marketing and branding. Certain systems have evolved outstanding 
co-marketing efforts with independent group physicians to jointly demon-
strate the strength in the services and build a brand around those services. 
A great example of  this involves the Rush University Medical Center and 
the orthopedic program at Rush. The joint marketing program which high-
lights and includes the physician leadership is outstanding and its overall 
focus on the Rush orthopedic program is excellent. 

VIDS approach. Another concept that parties use to jointly align services 
is something that we have seen called a virtually integrated delivery system. 
Here, independent parties, such as a hospital and lead group of  physicians, 
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subject to certain anti trust requirements, work 
closely together to decide how they can approach 
the market in as aligned a manner as possible. This 
may include weekly strategic meetings on how 
they approach the market and several different 
implementation alternatives. This may or may not 
include various different financial relationships.

Acquisition of  practice. We are again seeing many 
systems examine acquiring practices (and then em-
ployment of  the physicians) to provide a beachhead 
in certain service lines. This again is an example of  a 
full integration model. This may be aimed at having 
more critical mass in an area than any other competi-
tor or to acquire specific expertise.

Professional services agreement. We see some 
situations where a hospital will buy a certain amount 
of  professional services to provide them some con-
tingent in a specialty where they are otherwise com-
pletely reliant on independent contractors or staff  
physicians. This may include a professional services 
agreement whereby a system buys the services of  
three full-time orthopedic physicians from a group. 
The group and the individual physicians are gener-
ally required to be on the contract pursuant to Stark 
Act and billing requirements.

Choosing a few key  
strategies
Given that there are several different, major cate-
gories of  ways to work with physicians to develop 
a dominant program and then numerous different 
tactics within those, we often recommend that a 
party choose no more than two or three key strat-
egies to really pursue as part of  establishing and 
implementing a plan. This might be the mix of  a 
joint venture strategy together with employment 
models or a mix of  employing some physicians 
but much more heavily relying on other types of  
compensation agreements with others to align ef-
forts with the core goals. n

This is intended as a summary of  some of  the planning 
and strategies involved in developing a specialty-driven area 
of  dominance or a Center of  Excellence. Should you have 
further questions as to these issues, please contact Scott Becker 
at (312) 750-6016 or at sbecker@mcguirewoods.com.

Resources
billing, coding and collecting
national Medical billing Services. National Medical Billing Services (NMBS) specializes in  
freestanding outpatient surgery center coding and billing, offering a cost-effective service, subject matter 
experts and integrity in business relationships. To learn more about NMBS, call (636) 273-6711 or visit  
www.asccoding.com.

Pinnacle CbO. Pinnacle Centralized Billing Operations (CBO) offers a cost-effective alternative to your 
typical in-office billing department while positively impacting your bottom line. For more information, visit 
Pinnacle III online at www.pinnacleiii.com/services/cbo/cbo_services.htm.

Serbin Surgery Center billing. Serbin Surgery Center Billing (SCB) was founded in 2001 to provide 
solutions for ASCs’ billing and collection needs. For more information, contact SCB at (866) 889-7722 or 
visit www.ascbilling.com.

Construction and architectural firms
Raymond Fox & Associates. Raymond Fox & Associates is a full-service medical architectural firm, 
has completed over 4,000 projects ranging from small, single-specialty offices to large, multi-specialty  
medical office buildings and has been involved in over 400 surgical centers. Learn more at www.raymondfox.com, 
call (619) 296-4595 or e-mail Raymond Fox at ray@raymondfox.com.

Management, development and equity firms
Ambulatory Surgery Centers of America. ASCOA is a leader in the surgery center industry, achiev-
ing exceptional quality of  care and outstanding financial results. For more information, visit ASCOA online 
at www.ascoa.com or call (866) 982-7262.

blue Chip Surgical Center Partners. Blue Chip Surgical holds an equity stake in its projects and 
also serves as a managing partner, with several highly profitable, physician-led centers in operation around 
the country and a number of  projects in the works. For more information, visit Blue Chip online at  
www.bluechipsurgical.com or call (513) 561-8900.

health Inventures. A management and consulting services firm, Health Inventures has been developing and 
expanding ambulatory surgery care and other outpatient services since 1976. Learn more at www.healthinventures.
com or call (720) 304-8940. 

Meridian Surgical Partners. Meridian Surgical Partners aligns with physicians in the acquisition, devel-
opment and management of  multi-specialty ambulatory surgery centers and surgical facilities. E-mail Kenny 
Hancock, president and chief  development officer of  Meridian, at khancock@meridiansurg.com or call him 
at (615) 301-8142 for more information.

national Surgical Care. National Surgical Care is a nationwide owner and operator of  ASCs, focuses on 
addressing the needs and problems confronting surgery centers across the country. Contact Rick Pence at 
(866) 866-2116 or at rpence@natsurgcare.com, or visit www.natsurgcare.com. 

Practice Partners. Practice Partners in Healthcare takes great pride in the development, management and 
equity ownership with its physician and hospital partners. E-mail Larry Taylor at ltaylor@practicepartners.org, 
visit Practice Partners online at www.practicepartners.org or call (205) 824-6250.

Medical devices – Implants and expedited payment options
Implantable Provider Group. Implantable Provider Group works with providers, facilities, manufactur-
ers and commercial payors to fully manage all aspects of  high-cost implantable medical devices. For more 
information about IPG, visit www.ipgsurgical.com or call Michael Jones at (866) 753-0046.

Surgical supply and equipment manufacturers
ConMed Linvatec. ConMed Linvatec, a global leader in the fields of  arthroscopy, multi-specialty endo-
scopic medical video systems and powered surgical instruments, offers some of  the latest in technology for 
a growing range of  minimally invasive and orthopaedic surgery procedures. Learn more by visiting www.
linvatec.com or call (800) 237-0169.

Cybertech Medical. Cybertech is the brand name of  orthotic products offered by Bio Cybernet-
ics International; it’s patented Mechanical Advantage products are the result of  advanced technology that  
creates biomechanic support, patient comfort, and compliance. Learn more about Cybertech Medical at 
www.cybertechmedical.com or call (800) 220-4224.

Spine Surgical Innovation. Spine Surgical Innovation designs and markets the Holmed Swivel Port 
System, which is designed for ease of  use and intended for posterior or lateral lumbar surgery. Learn more at 
www.spinesurgicalinnovation.com or call (800) 350-8188.

For more information or an introduction to any of the following  
companies, e-mail sbecker@mcguirewoods.com, call  
(800) 417-2035 or fax with the company circled to (866) 678-5755.
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TO REGISTER, 

CALL (703) 836-5904 
or go to 

https://www.ascassociation.org/
june2009.cfm. 

For the complete conference bro-
chure, visit www.beckersASC.com.

asc communicaTions &  
ambulaTory surgery FoundaTion

7th Annual Orthopedic, Spine and 
Pain Management Focused ASC 

Conference: Improving Profits and 
business and Legal Issues



31Sign up for Becker’s ASC Review E-Weekly at www.beckersasc.com

Hospital executives leading nationally rec-
ognized superior programs offer a variety 
of  tips for achieving those coveted des-

ignations, but they all sound like variations on the 
answer to that old Broadway joke: How do you get 
to Carnegie Hall? Practice. Practice. Practice.

Executives from four award-winning hospitals 
took different approaches to achieving distinction. 
And their advice reflects that. Hire good consul-
tants. Listen to your doctors and patients. Study 
and improve your processes. Integrate the latest, 
evidence-based practices and protocols. Design the 
facilities to focus on the patient. Make it easier for 
physicians to practice there. Sweat the details.

“It’s not one thing,” points out Kevin Lundon, 
vice president of  operations for 525-bed St. Jo-
seph Hospital in Orange, Calif. “It’s a whole se-
ries of  commitments.”

Mr. Lundon says his hospital achieved the ranks 
of  U.S. News & World Report’s “Top 50 Hospitals 
for Orthopedics” in 2007 and 2008 by commit-
ting to improvement. Mr. Lundon, who oversees 
orthopedics for St. Joseph, says the organization 
decided with its physicians how to distinguish 
themselves as the best in its region. “The goal 
was linking with our physicians and not just 
treating orthopedics as another procedure, but 
to develop it as a topnotch program.”

Mr. Lundon says St. Joseph hired an experi-
enced program coordinator to oversee the entire 
orthopedics continuity of  care, from pre-op to 
post-op and follow-up, and built dedicated or-
thopedics, spine and joint specialty teams work-
ing exclusively within those areas. 

“As they become more expert in orthopedic pro-
cedures, it allows for very smooth procedures 
and helps to make the patient experience the 
best possible,” he says. 

The program hired joint and spine surgical co-
ordinators to work with the dedicated teams and 
coordinate supplies, equipment and implants, 
getting the programs off  the ground in 2004. 

“It takes years for those teams to coalesce and 
work well together,” he says.

Mr. Lundon says surgeons need three things to 
be happy and successful: tools, time and teams. 
The hospital spent more than $500,000 on the 
most advanced surgical tables, microscopes and 
a computerized joint system. “We made a com-
mitment to be leading edge. We committed to 
our surgeons to allow them to be the most ef-
ficient practitioners they could be.”

St. Joseph provided the high volume surgeons 
with PAs to assist them. The most efficient sur-
geons are allowed to “flip” two of  the hospital’s 
31 operating rooms and patients are transported 
post-op to a 30-bed orthopedics unit staffed ex-
clusively by a post-op nursing team. The hospital, 
which is one of  only a few hundred designated a 
Nursing Magnet Hospital for nursing excellence, 
also invested in the “Smart OR” program.

The hospital’s efforts weren’t recognized only 
by awards. Orthopedic volume has increased by 
25-40 percent and the program’s contributions to 
the hospital margin have risen commensurately, 
particularly in the spine program. Mr. Lundon 
says St. Joseph logged the third highest volume of  
orthopedic procedures in California in 2008, per-
forming 28,000 inpatient and outpatient surgeries, 
among them about 1,200 joint replacements.

“You need phenomenal surgical expertise and 
we’re blessed to have high quality surgeons and 
great nurses,” he says.

Integrate health  
improvements  
throughout the hospital
Colleen Becker, director of  peri-operative servic-
es for the Barnes Jewish Hospital Center for Bar-
iatric Surgery, says the St. Louis center for treating 
obesity dates to the late 1970s. But it expanded its 
focus to include the entire continuity of  care at 
Barnes Jewish, involving pre-counseling, dietary, 
social work, mental health and rehabilitation, as 
well as patient families and even former patients. 

“We believe in working together to best manage the 
patient’s needs,” Ms. Becker says. “We saw this as 
an opportunity to improve outcomes and wanted 
to pursue the centers of  excellence designation.”

Barnes Jewish was designated a Center of  Excel-
lence by the American Society for Bariatric Sur-
gery, which sets standards for care. “They left no 
stone unturned,” she recalls.

To achieve designation, the organization pulled 
together a bariatric care committee that in-
volved multiple services from throughout the 
hospital and involved other departments from 
surgery to oncology. 

“We examined everything, from the kind of  slip-
pers we offered to the size of  the bed and toilets 
and chairs in the cafeteria and the IV catheters, 
from shower curtains to ambulances and helicop-
ters and the stretchers and tables we use,” says Ms. 
Becker. “We looked at equipment and whether it 
met our needs. We realized that the bariatric pop-

ulation is throughout the hospital, not just in our 
center. We don’t separate them out.”

She says the results of  those efforts manifested 
itself  in new designs and influenced construc-
tion projects throughout the hospital, not just 
within Barnes Jewish. 

“Our entire environment was evaluated for all 
patients, not just bariatric patients. It expanded 
our entire focus from the time patients enter as 
outpatients or in patients. We looked at every 
facet of  how we provide care,” she says. “The 
changes spanned the organization.”

She says the organization’s gastric bypasses have 
increased since 2005 and overall hospital patient 
satisfaction scores have risen as well. Surveyed 
bariatric surgery patients reported higher quality 
of  life outcome scores. 

“The program has helped boost the hospital 
overall and supports our hospital mission. Bar-
iatric surgery isn’t always profitable, but it’s the 
right thing to do,” she says.

Treat well patients  
like healthy patients
Teresa Woodard, administrative director of  reha-
bilitation and sports medicine for 262-bed Bon 
Secours St. Francis Health System in Greenville, 
S.C., says that program won distinction in U.S. 
News & World Report as one of  the nation’s best 
hospitals for orthopedics and joint replacement.

Ms. Woodard says St. Francis began by contract-
ing with a consulting group, TVC, which advo-
cates a very standardized approach to healthcare 
delivery. She says the hospital organized a mul-
tidisciplinary group that still meets monthly to 
develop care pathways and documentation tem-
plates for physicians.

“We’d always had a good program. But we were 
trying to get over that last hurdle to the next lev-
el and that’s when we thought we needed outside 
help, a model to work from,” she says.

Ms. Woodard explains that all the orthopedic pa-
tients except hip patients are well people choos-
ing to have surgery. “And we treat them that way. 
There’s a lot of  emphasis on education, bringing 
patients in early so they know what to expect. 
We involved family members. We call the joint 
replacement program, Joint Camp.”

She says the Joint Camp concept resonated with 
staff, physicians and patients, who were getting 
mobile sooner. “We branded everything. There 
were Joint Camp tent cards and T-shirts and 

Centers of excellence Achieved by  
Focus, Sweat and Determination
By Mark Taylor
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coaches’ pins and group exercises. We tried to 
make it fun. There’s a graduation ceremony.”

The results have validated the investments. Joint 
replacement volume more than doubled from 
704 in fiscal 2003 to 1,664 in 2008, the most in 
South Carolina for the fifth consecutive year. 
Total inpatient orthopedic volume grew as well, 
from 1,775 procedures in 2003 to 2,762 last year. 
The program also achieved the top decile in pa-
tient satisfaction at both campuses for orthope-
dics and earned a 2005 award from Premier for 
hip and knee replacement. Ms. Woodard says the 
contribution margin for inpatient orthopedics has 
increased 50 percent in the past three years and 
by 25 percent for outpatient orthopedics. Health-
Grades has conferred its five-star ranking on St. 
Francis in hip, knee and total joint replacement 
through 2009 and ranked the hospital among 
the nation’s top 5 percent for joint replacements 
through 2009 and the state’s top orthopedics pro-
gram. Regionally HealthGrades ranked St. Francis 
seventh in the Southeast in joint replacement and 
18th in overall orthopedics through 2009.

Community outreach programs connect pro-
spective joint replacement patients with St. Fran-
cis doctors and promote the program. 

“We help them build their practices,” she says. 
“The patients love it. Our scores average be-
tween 97-99 percent. Our market share has risen 
from 24 percent to 32 percent and the doctors 
appreciate what we’ve done for their patients.”

Starts with ground up  
and top down
Jeff  Senall, MD, who chairs the department of  
orthopedics at the Central DuPage Hospital in 
Winfield, Ill., says its successful orthopedics pro-
grams starts from the ground up and goes the 
top down.

“We strive to be the best and everything we do 
is based on being in the top decile in country,” 
Dr. Senall says. “That approach is taken in every 
hospital department, but certainly in orthope-
dics.”

But saying it alone didn’t make it happen. Dr. Se-
nall says the orthopedics program worked hard 
to improve an already solid department.

“Our recent administrations have had a vision 
of  being the best, of  being a destination hospi-
tal. We were one of  the first in the country to do 
joint replacements and we’ve always had strong 
clinicians,” he says.

He says Central DuPage reexamined its pro-
cesses, improving the turnaround time between 
cases so doctors who wanted to could perform 
more procedures. The hospital changed the way 
surgical instruments are processed to track them 
better and improve efficiency. 

Dr. Senall says Central DuPage performed 1,459 
joint replacements in 2008 and expects to do 
2,000 this year, and the orthopedics department 
performed 4,400 procedures, accounting for 
about one-quarter of  the hospital’s 17,225 cases. 
Orthopedics accounted for 10.4 percent of  rev-
enue in fiscal 2007, and that figure is expected to 
rise to 11.3 percent in 2009. 

“We are second in the state in the number of  joint 
replacements and for years we’ve had a fellowship 
program training fellows from Rush University (in 
nearby Chicago). That was a big move for a com-
munity hospital and helped increase our volume 
in joint replacements. We’re very lucky to be fi-
nancially sound as a hospital to be able to provide 
the resources that our patients and doctors want 
and to make it easy for surgeons to practice here,” 
he says of  the program, which staffs 31 orthope-
dic surgeons from nine group practices. n

Contact Mark Taylor at mark@beckersasc.com.
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About one year ago, my partners and I 
decided to add spine cases to our out-
patient surgery center, the East Port-

land Surgical Center (EPSC). It was a big deci-
sion, with important clinical and operational 
implications, so we thoroughly assessed the risks 
and opportunities before moving forward. I’m 
pleased to report that our decision has worked 
out very well.

Of  course, our surgery center was in very solid 
shape before adding outpatient spine. That may 
be the most important conclusion to draw from 
our experience. Yes, spine cases offer great rev-
enue potential and can be profitably added to 
existing multi-specialty ASCs — but only if  
surgeon-owners proceed carefully and clearly 
understand a few critical issues. At a minimum, 
existing surgery centers that want to add spine 
should have: 

•  an efficient operational environment  
(with excellent scheduling practices); 

•  good working rapport with the new spine 
surgeons (whether or not they are investors); 

•  a strong and highly skilled team; and 
• the ability to contract effectively.

In other words, a surgery center with a strong back-
bone can add spine cases without disrupting clini-
cal operations or taking on unnecessary risk. Con-
versely, ownership of  underutilized centers should 
very carefully deliberate before adding spine if  they 
view new revenue from spine as a means to save 
their businesses should. Again, it’s a huge decision. 

Starting from strength
As a physician, I’m very proud of  our surgery 
center. We have an outstanding clinical staff  
committed to the highest standards of  care and 
patient satisfaction. Patients love the environ-
ment, which is convenient, comfortable and wel-
coming and therefore helps lessen the anxiety 
felt by patients and their families regarding sur-
gical care. My partners at EPSC feel we’re more 
productive at our center and, better yet, able to 
focus fully and completely on patients. 

As a business, we have enjoyed a healthy run of  
profitability in the few years since the physicians 
teamed with Blue Chip Surgical Center Partners 
to purchase an underperforming business from 
a large national ASC chain. In establishing new 
management procedures and clinical processes, 
we generated outstanding returns — 100 per-
cent ROI in the first year and 200 percent in the 
second year. Today, we see a large and consistent 
number of  patients, including eye, GI, orthope-
dic, ENT, general surgery and pain management 
cases in our three operating rooms and two pro-
cedure rooms. We have formed good working 
relationships with the major payors. 

Overall, my partners and I are happy — both clini-
cally and financially — with what we’ve developed 
at EPSC. It’s gratifying to be a part of  an efficient, 
well-managed operation, where people like com-
ing to work, trust their colleagues and can do great 
work. So, when it came to adding spine cases, we 
were confident and had a lot working in our favor.

Addressing the issues
Still, we proceeded deliberately because spine pres-
ents unique challenges. We looked carefully at the 
clinical literature, which made clear that complica-
tion rates for appropriate spine cases are no higher 
in ASCs than in hospitals. On the business side, we 
knew that spine offered a lot of  revenue for a rela-
tively small number of  cases but also that the con-
tracting was complicated. Since we would be com-
peting with hospitals on spine cases (as opposed 
to other ASCs), we were confident that we could 
offer lower costs. Our goal was to capture some 
of  that savings for our surgery center but have the 
bulk of  the savings accrue to patients and payors. 

There were important questions to ask: Did ex-
isting agreements keep us from out-of-network 
reimbursement, which was higher? What about 
implants and supplies? The regulatory issues can 
be just as problematic. For example, some states 
prohibit overnight stays or require minimum 
post-operative stays. Though these policies can 
be “dealbreakers,” they weren’t a major obstacle 
for us but rather a practical detail (one of  many) 
that had to be worked out. 

Finding the right surgeons 
After working through contracting and regulatory 
issues, we next addressed an equally important 
consideration: who will bring the cases and per-
form the surgeries. It’s possible that existing part-
ners can bring spine cases, but it’s more likely that 
new relationships with individual spine specialists 
or neurosurgery practices will be necessary. 

Adding Outpatient Spine to  
Multi-Specialty ASCs
By Joseph Stapleton, MD
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In identifying new surgeons to invite to EPSC, there was healthy dialogue 
among our ownership group. We sought clinically distinguished physicians 
with excellent reputations but also wanted hard workers and team players. 
These qualities make for excellent partners in any type of  surgery center. 
But the most important criterion was a high level of  caution in patient 
selection. Not every spine case is appropriate for outpatient facilities. Sur-
geons must carefully examine patient weight and respiratory history, inci-
sion routes and other factors before choosing between an ASC and hospi-
tal for specific procedures. 

We first engaged with one neurosurgeon we knew and regarded highly and, 
several months later, invited a few more to bring cases to our surgery center. 
So far, it’s been a very good fit. I think what these physicians like most about 
operating at EPSC is that their patients are more comfortable and that it’s 
so easy to check on them after procedures are complete. Of  course, these 
benefits apply to all specialties, not just spine. 

To smooth the new physicians’ transition, we encouraged our new col-
leagues to start with the easiest, most straightforward cases (e.g., carpal 
tunnel, ulnar nerve and laminectomies). Once the surgeons grew comfort-
able with the people, equipment and procedures at our center, they began 
transferring anterior cervical discectomy and fusions and other more chal-
lenging cases. This gradual transition also gave everybody a chance to get 
to know each other. It’s not necessary that everybody at an ASC become 
great friends; it is necessary, however, for everyone to get along generally, 
share similar standards for clinical quality and respect basic business re-
quirements and operating policies. 

And there will be occasional issues to address. For instance, one of  the new 
neurosurgeons was wedded to a specific set of  instruments, which was much 
more expensive than what we already had. One of  surgeon-partners met 
with him to hear his concerns and discuss the issue of  standardization. Once 
the new surgeon understood the financial impact — our costs would have 
been several times higher for each patient — and tried our standard equip-
ment, he agreed to switch. 

Whether or not the new surgeons ultimately become owners in EPSC re-
mains to be seen. But the “try before you buy” approach has been mutually 
beneficial; the spine surgeons now operating EPSC have seen our staff  in 
action and what we offer in terms of  patient experience; at the same time, 
our center benefits from more revenue, increased exposure in the commu-
nity and the opportunity to vet future partners. 

Preparation and training
Staff  preparation, especially in anesthesia protocols and discharge policies, is 
another critical element in successfully adding spine. Patient care and safety 
is the absolute number one priority at our center. Thus, we had to ensure we 
had the formal procedures in place for recovery and discharge, and appropri-
ate staff  on hand at all times. We developed detailed plans for patient transfer 
in the event of  complications. In terms of  anesthesia, I was comfortable han-
dling many types of  spine cases in an outpatient setting but I had to ensure 
everybody else shared my confidence. In particular, the lower sedation levels 
dictated by shorter recovery times were an adjustment for some anesthesi-
ologists and nurses. We did a fair amount of  education and communication 
on the clinical side before taking our first spine case. 

And it wasn’t just our staff  that needed training and education. Because out-
patient spine is a relatively new phenomenon, it’s important that everybody 
patients interact with — referring doctors and primary care physicians and 
their office staffs and schedulers — believe in it. If  one person says, “Usually 
these procedures are overnight stays,” patient anxiety can go up. 

For that reason, my partners and I proactively reached out to the local 
medical community, sharing outcome data, detailed post-op protocols and 
other relevant information. We also expressed our confidence in the entire 
team at EPSC. And, again, we emphasized that referring the simplest cases 
first was a good idea. 

Getting practical
Adding spine cases to our already busy schedule required us to make some 
adjustments. Some of  my partners gave up their preferred slots early in the 
day to give the new surgeons ample block times. Spine cases need to be done 
in the morning to ensure there’s ample recovery time. Here again, the part-
ners led the effort to educate staff  and other surgeons who use our center of  
the changes to come and why they made sense. That helped ensure the new 
stream of  cases was quickly and smoothly integrated into operations. 

Equipment was another question we addressed. We already had a C-arm 
but decided to add a second to eliminate potential scheduling conflicts. We 
also plan to add a second set of  neurological instruments. These decisions 
were not taken lightly. We drew up a clear business case establishing the 
link between new equipment and increased revenue, negotiated with our 
supplier and made the purchase in cash. We didn’t want to compromise our 
new revenue stream with unnecessary capital investments.

Bottom line: The promise of  
outpatient spine
Given the growth rate in case volumes and attractive reimbursement rates, 
it’s clear that more multi-specialty surgery centers will want to add spine 
cases in the future. Our experience shows it can be profitably done — pro-
vided center management proceeds carefully and understands both clinical 
and business impacts. We also benefited from having efficient operations, 
a strong team and trusting partnership group, rock-solid contracts and a 
thoughtful approach to identifying spine surgeons to invite to our center. 
In other words, it was our strong business and clinical backbone that al-
lowed us to add lucrative spine cases to our already profitable center. n

Dr. Stapleton (drjoeps@aol.com) is an anesthesiologist/pain specialist and a partner at 
East Portland Surgical Center, Portland, Ore. 
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