
 The Medicare Access and CHIP 
Reauthorization Act (MACRA), which 
replaced the perennial Sustainable Growth 
Rate (SGR) formula, created two options 
for compliance.  The first path, which does 
not require assumption of insurance risks, 
is the Merit-Based Incentive Payment 
System (MIPS) that consolidated existing 
quality programs and added clinical prac-
tice improvement.   The other fork in the 
new highway is the Alternative Payment 
Model (APM), with one subgroup variant 
being the Physician-Focused (PF-APM), 
in which the physician accepts some level 
of risk for services and expenses over 
which they have some control.  Another 
subgroup variant is the Hospital-Focused 
(HF-APM).  This article focuses on 
PF-APMs with an emphasis on potential 
multispecialty models that may provide 

subtle opportunities or be developed by 
others in the community where anes-
thesia may play a role.  While physicians 
may have a wide range of experience with 
some MIPS elements, few physicians have 
any idea how APMs might apply to their 
practice.  
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AnesthesiA’s tRAnsition to 
vAlue-BAsed CARe

 The fate of the Affordable Care Act 
(ACA) remains unclear following the 
outcome of the presidential and Congres-
sional elections (with president-elect 
Trump stating his desire and Republicans 
in both House and Senate showing their 
zeal to repeal the ACA, as discussed in 
our final eAlert of 2016). The bipartisan 
Medi care Access and CHIP Reauthoriza-
tion Act (MACRA) and the healthcare 
sector’s transition to value-based care are 
expected to remain intact, however.  As 
Andy Slavitt, acting administrator of the 
Centers for Medicare and Medicaid Servic-
es (CMS), advises eligible clinicians, move 
ahead as planned with your participation in 
the Quality Payment Program (QPP).  
 Considering the QPP’s newness and 
complexity, many clinicians are likely to 
feel some uncertainty regarding what they 
must report, how they must report it and 
how they will fare under the new Medicare 
payment system. According to a national 
survey of more than 17,000 physicians by 
The Physicians Foundation reported in 
September, only 20 percent of respondents 
indicated they were somewhat or very 
familiar with the system.1  
 To assist in this first performance 
year, Kathryn Hickner, Esq. returns to this 
issue with an overview of the QPP and 
its two tracks, the Merit-Based Incentive 
Payment System (MIPS) and Advanced 
Alternative Payment Models (APMs). Ms. 
Hickner encourages anesthesia providers to 
“promptly and proactively develop a strat-
egy to thrive under MACRA and the QPP,” 
noting that CMS expects the majority of 
eligible clinicians to participate in MIPS 
in this initial performance year and antici-
pates that 90 percent will receive a neutral 
or positive payment adjustment. To us, that 
looks like a clear sign that the QPP can be 
met with confidence. 

 Although most eligible clinicians are 
expected to participate in MIPS in the 
QPP’s first year, CMS expects clinicians 
to eventually participate in APMs, so it is 
not too soon for those of you who are not 
already in APMs to explore the possibilities. 
Anesthesia consultant Asa C. Lockhart, 
MD, MBA takes us on a brief but intriguing 
journey of some potential options devel-
oped by the American Medical Association 
and the Center for Healthcare Quality and 
Payment Reform.
 An innovative care delivery model 
that is gaining traction within anesthesiolo-
gy and with which many of you are already 
familiar is the perioperative surgical home 
(PSH).  In his sixth in a series of articles on 
the PSH, Rick Bushnell, MD, MBA discuss-
es how anesthesiologists can parlay the 
clinical skills they already have to optimize 
and risk-stratify patients during the preop-
erative appointment that is a hallmark of 
the PSH.  
 Regardless of what happens to it in 
the next few years, the historic and contro-
versial ACA has left its mark on Ameri-
can healthcare and healthcare payment. 
According to Maurice Madore, MBA, 
CPC, chief client officer of Anesthesia 
Business Consultants, while millions 
fewer Americans lack healthcare cover-
age as a result of the ACA, “providers have 
been forced to restructure how they get 
paid for services as patients have become 
responsible for a higher percentage of their 
healthcare costs.” 
 Also in this issue:

•	 Consultant Will Latham, MBA 
gives us another article on stra-
tegic business planning.  This 
time, Mr. Latham probes the ins 
and outs of the strategic planning 
retreat, providing practical advice 

on organizing the event and 
keeping it on track.

•	 Frequent contributor Mark F. 
Weiss, JD discusses the little known 
“verein” or confederation model, 
a potential business structure for 
anesthesia groups interested in 
forming a larger structure out of 
existing groups that “frees the orga-
nizers from many of the problems 
encountered in creating alignment.” 
The verein structure “lowers the 
barrier of ‘trust to entry,’” Mr. Weiss 
writes.  “It’s far easier to trust in a 
vision if it doesn’t require giving up 
your ownership and local control, 
and becoming liable for someone 
else’s debts.” 

•	 Jody Locke, MA vice president 
of anesthesia and pain practice 
management for ABC, reviews the 
evolution of the electronic medical 
record in anesthesia, sheds light on 
why EMR implementation within 
the specialty is often fraught with 
challenges, and offers guidance to 
anesthesia practices for avoiding 
some of the obstacles. 

 We look forward to 
seeing many of you 
at the 2017 ASA 
Practice Management 
Conference in 
Grapevine, Texas. 

With best wishes,

Tony Mira
President and CEO
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1 2016 Survey of America’s Physicians:  Practice Patterns & Perspectives, The Physicians Foundation, September 
2016.  http://www.physiciansfoundation.org/uploads/default/Biennial_Physician_Survey_2016.pdf

http://www.anesthesiallc.com/publications/anesthesia-industry-ealerts/984-healthcare-highlights-of-2016-and-predictions-for-the-new-year
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 Payers, patients and partners are 
demanding better outcomes, and evolv-
ing healthcare paradigms are begging 
for greater anesthesia engagement. If 
you have been following this series, then 
you already know that the perioperative 
surgical home (PSH) is the answer to 
the call and the future of our specialty. 
What you may not know is how easy it 
can be as an anesthesiologist to make a 
contribution.
 Stationing an anesthesiologist in the 
preoperative clinic is magic. The pres-
ence of anesthesia medical knowledge is 
magic to the preoperative nurses, magic 
to the patients and magic to the surgeons. 
Preoperative clinic nurses need support 
and direction when complicated patients 
present. Surgeons need the ability to obtain 
an anesthesia consult and patients truly 
need reassurance sooner than three minutes 
before surgery that the entire surgical 
continuum is engaged for their benefit.
 Anesthesia offers major value to all 
of these people.  The fact that we self-
limit our presence to three minutes 
before surgery sends the message that we 
are unengaged. As anesthesiologists, we 
know nothing could be farther from the 
truth. We each have spent years develop-
ing the skills needed to spot trouble. Too 
often, though, we’re spotting it too late in 
the process and off-loading the medical 
issues, responsibility and leadership.

 It is now time to translate our intui-
tive anesthesia preoperative skills into 
more objective assessments, management 
and leadership. The PSH provides the 
practice platform by which to lead the 
entire surgical process and continuum. 
The anesthesia preoperative appointment 
uses the same skills you have honed for 
years. It consists of a directed anesthesia 
history and physical, risk stratification 
and management. You already know 
how to assess a patient and past medical 
record, so I’ll save the lecture. What’s 
new and improved is the use of the 
American College of Surgeons National 
Surgical Quality Improvement Program 
(NSQIP)1 to objectify and augment your 
professional intuition and communicate 
the information effectively to others. 

 Consider the 83-year-old patient I 
recently saw in our PSH. She presented 
for right total knee arthroplasty with a 
diagnosis of diabetes, chronic poorly 
controlled hypertension, 3+ pitting 
edema at the ankles and no cardiac 
consult. Her NSQIP calculation is shown 
in Figure 1. Easy enough; I sent her for a 
cardiac consult, and the echocardiogram 
results came back with a hyper-dynamic 
heart, 81 percent ejection fractions 
and an ascending aortic root dilation 
of 4.8 cm (severe). The preoperative 
clinic appointment, the consult and the 
surgical risk calculator all facilitated a 
more timely and objective conversation 
between the surgeon, the patient and the 
anesthesiologist. This would not have 

the PeRioPeRAtive suRgiCAl hoMe: 
PReoPeRAtive Risk stRAtiFiCAtion, 

oPtiMizAtion And vAlue
Rick Bushnell, MD, MBA 

Director, Department of Anesthesia, Shriners Hospital for Children, Los Angeles, CA 
and Clinical Anesthesiologist, Huntington Memorial Hospital, Pasadena, CA

Continued on page 8
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1 American College of Surgeons National Surgical 
Quality Improvement Program®, https://www.facs.
org/quality-programs/acs-nsqip

http://riskcalculator.facs.org/RiskCalculator/
https://www.facs.org/quality-programs/acs-nsqip
https://www.facs.org/quality-programs/acs-nsqip


 Our current system is oriented 
toward intervention and what is possible; 
emerging models emphasize prevention 
and experientially-based minimization 
of avoidable complications.   Modeling 
focuses on balancing optimization of 
outcomes, costs and patient satisfaction 
versus fragmented silos of care (e.g., 
particular physicians or specialties).  
Disconnects between the consumer 
(patient) and the producer (professionals) 
are barriers to balancing costs and utility.  
The current system does not value or 
anticipate the questions of how often it 
meets expectations, at what costs and 
relative risks.  Additionally, the patient 
has no affirmative responsibility to opti-
mize their personal health.  And finally, 
the system itself is a barrier. 

BARRieRs to Redesign

 Existing models may not address 
barriers to redesigning services that may 
provide higher value to healthcare.   To 
innovate, one must have the latitude to 
reallocate precious but limited resources 
and have space to make the transition.  
Two commonly mentioned barriers are 
either no or inadequate payment for 
many high-value services and transi-
tional financial risk for a different mix of 
services despite reduced costs to society. 
Patients may benefit from enhanced 
personal time in an alternative model or 
pursue lower cost options with improved 
or neutral outcomes.   Yet we are not 
paid to take the time to counsel patients 
on lifestyle or various options avail-
able to them that are time-intensive or 
require relational databases.  Physicians 
are best positioned to evaluate alterna-
tive delivery systems and optimize cost 
delivery settings and different combina-
tions of services and providers.  But that 

takes time and requires support and 
resources (human and financial capital) 
not currently available.  It also takes an 
alignment of incentives that focus more 
on outcome, utility  and coordination 
rather than component production and 
what is merely possible.  A transition 
from the current model to emerging 
models still requires keeping the doors 
open!   As current transactional practice 
revenue decreases with the delivery of 
fewer or lower cost services, a transi-
tional strategy will be necessary to shield 
operating losses, as changes will not be 
proportional and may even be higher in 
a temporarily dual system.
 No or inadequate payment is a 
barrier to both Medicare and private 
health plans for high-value services 
that would benefit patients and help 
reduce avoidable spending. For example, 
responding to a phone call about a 
symptom or problem might help patients 
avoid a more expensive ER visit.   There 
is no recognition of the value of coor-
dination of care between primary care 
physicians and specialists for the time 

saved by avoiding duplicate tests or 
conflicting medications, or for facilitat-
ing discharge planning in emergency 
departments to enable safe discharge 
without hospitalization.   A proactive, 
early-stage telephone call might optimize 
preventive care and lower comorbidities 
in high-risk patients.  Patients, especially 
deconditioned patients, would benefit 
from prehabilitation, but there is little 
support for developing this intervention.  
Smoking cessation reduces respiratory 
complications and length of stay as well 
as improvements in wound dehiscence.  
Current paradigms do not recognize 
these benefits. However, a well-designed 
APM would leverage these opportunities. 
 Financial penalties for delivering a 
different mix of services pose transitional 
risks to physicians in several ways.   As 
their health improves, patients require 
fewer services or avoid developing a 
disease.  They experience fewer compli-
cations and comorbidities requiring 
intervention.   However, despite these 
improvements, practice overhead does 
not decrease; rent and utilities are not 
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pegged to quality of care or resource 
utilization.  
 Most APM savings do not come 
from physician payments; savings can 
be realized without financial targeting or 
implicit penalization of physician prac-
tices for delivering a societal goal.   With 
healthier patients, physician practices 
would receive less income under current 
methodologies.  This is the essential 
problem that must be addressed if we 
are to make substantial progress as APM 
options are developed.
 What are the prerequisites to over-
coming these barriers to successfully 
create new options?   The Center for 
Healthcare Quality and Payment Reform 
(CHQPR) has identified three character-
istics for enabling change:

1. Flexibi l ity in Care Deliver y :  
the APM must provide enough 
innovative flexibility and patient-
centric focus to deliver a mix of 
services that makes sense but 
is not covered within today’s 
p ay m e nt  m e t h o d o l o g i e s  t o 
provide new paths to efficiency 
and effectiveness. 

2. Adequacy and Predictability 
of Payment: it is essential that 
financial resources be available 

to start the process and that there 
is confidence that the return on 
investment (ROI) will be there. 
The fear is that our success will 
be co-opted.   Rules of engage-
ment must deliver adequate and 
predictable resources to allow 
physicians to create alternative 
structures to identify high-quality 
service opportunities and address 
both start-up and transitional 
financial risk to physicians.  Expo-
sure must be risk-adjusted to 
recover the investment yet be 
within an acceptable financial 
risk corridor for small business 
medical practices.

3. Accountability for Costs and 
Q u a l i t y  Un d e r  P hy s i c i a n s’ 
Control: program design must 
assure non-provider stakeholders 
(patients and payers) that outlays 
will be controlled or reduced 
with an implicit  assumption 
that quality will be maintained 
or improved.   The beauty of 
PF-APMs is that individual physi-
cians should only be at risk for 
those aspects of spending and 
quality they can materially control 
or influence. 

exAMPles oF PotentiAl Models 

 A Guide  to  Physic ian-Focused 
Alternative Payment Models, prepared 
by the American Medical Association 
(AMA) and the CHQPR, identifies seven 
potential models.  Since this is an emerg-
ing concept with no other resources 
that synthesize the material as well as 
this publication, the following excerpts/
paraphrases in quotes are from that 
comprehensive document, followed by 
examples to stimulate thought on how 
these models could benefit practices and 
communities.
 “APM #1: Payment for High-Value 
Services with physician payment for 
desirable services not currently bill-
able enabling avoidance of other, more 
expensive services...physician bills and 
paid for time and resources needed to 
apply appropriate use criteria and engage 
in an education/shared decision-making 
process with patients to determine the 
most appropriate diagnostic tests.... 
In contrast to typical shared savings 
programs, physician payments would not 
be explicitly tied to how much money 
that practice saved. Instead, the physi-
cian practice would be paid adequately 
to deliver appropriate services, and the 
payer saves money by spending less on 
avoidable services.”  
 This could be a component of an 
early-stage perioperative surgical home 
(PSH) (e.g., preoperative testing proto-
cols, prehabilitation, smoking cessation).
 “APM #2: Condition-Based Payment 
for Physician’s  Services...physician 
flexibility to use the most appropriate 
diagnostic or treatment option for a 
patient’s condition without reducing 
the operating margins of the physician’s 
practice...flexibility to use the payments 
for whatever combination of services 
were most effective—office visits, phone 
calls, emails.”  
 Monthly payments targeted to 
chronic conditions replace evaluation 
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and management code limitations.  
Seamless transitions or smoking cessa-
tion achieved during PSH appeals to 
primary care physicians (PCPs) with 
global risk with enhanced management 
of COPD patients.
 “APM #3: Multi-Physician Bundled 
Payment (BP)...the goal is to give multiple 
physicians providing services to the same 
patient flexibility and resources needed 
to redesign their services in coordinated 
ways to improve quality and reduce the 
costs of diagnosis or treatment.... Patients 
benefit as physicians delivering their 
care work together in more coordinated 
ways with additional resources and/or 
flexibility under the bundled payment to 
deliver different types or combinations of 
services not currently provided.  Payers 
benefit because new payments enable 
physicians to deliver care more efficiently, 
order fewer or lower-cost services from 
other providers, and/or reduce avoidable 
complications. Physician practices benefit 

from the resources and flexibility to 
deliver optimal services and coordinated 
services agnostic to current revenue flow 
risks to the practices.”  
 This model has a very high poten-
tial and likelihood for anesthesiologists 
since it offers major benefits and aligns 
incentives for all stakeholders to coor-
dinate care by virtue of shared risks and 
rewards.  This model would allow accep-
tance of risks for professional services, 
especially in circumstances where the 
facility partner is unable or unwilling to 
participate. 
 “APM #4: Physician-Facility Proce-
dure Bundle...the goal is to incentivize 
physicians to choose the most appropriate 
facility to deliver particular procedures 
and to work with the facility to improve 
efficiency and quality.... Patient benefits 
from receiving high quality care at the 
lowest-cost facility with coordinated and 
efficient care.... Payer benefits because the 
Alternative Payment Entity (APE) could 

accept a lower payment for the bundle 
than the total separate amounts under 
current payment systems.  Physician 
practices benefit by using the BP to cover 
the costs of services not currently billable 
or inadequate, and by receiving compen-
sation for innovations that reduce costs 
at the facility.”  
 This model has a very high poten-
tial and likelihood for participation by 
anesthesiologists since it offers major 
benefits and aligns management incen-
tives between stakeholders but carries 
the utility risk of demand for certain 
services (e.g., GI, cataract).  The marked 
variability in hospital charges will be a 
significant driver with an opportunity to 
engage payers.  Since anesthesiologists 
cover multiple sites, they are in a unique 
position to help select the most efficient 
or progressive facilities (e.g., stable facili-
ties with good policies and procedures 
versus lower performing options). 
 “APM #5: Warrantied Payment for 
Physician Services...the goal is adequate 
physician payment and flexibility to 
redesign care to prevent complications 
with reduced spending needed to treat 
them... .  Contrasting penalties that 
reduce payments for complications, 
this approach provides greater upfront 
resources to redesign care for reduced 
complications. With the cost of treat-
ing some complications built into the 
warrantied payment amount, the physi-
cian is not financially penalized when 
a small number of complications occur 
yet rewarded for eliminating most or all 
complications.”  
 This could be a potential variant of a 
monetization strategy for a PSH.
 “APM #6: Episode Payment for a 
Procedure...the goal is to give physicians 
and other providers the ability to deliver 
comprehensive care during and after 
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particular procedures or treatments in 
coordinated, efficient ways...all of the 
costs involved in a procedure encom-
passing inpatient, rehabilitation services 
and treating any post-operative compli-
cations. The payment amount would be 
risk-adjusted, anticipating more or less 
inpatient or post-acute care. Payments 
would be adjusted based on quality and 
outcome measures.”  
 This essentially takes Models 4 and 
5 and adds the post-discharge manage-
ment and readmission risk components.  
While optimally a later, more mature 
option after experience in Models 4 
and 5, market and political pressures 
may make this the initial option.  The 
Comprehensive Care for Joint Replace-
ment (CJR) Model added hip and femur 
fractures as a proposed rule APM in 
August. 
 “A P M  # 7 :  C o n d i t i o n - B a s e d 
Payment...gives physicians and other 
providers delivering care for acute 
or chronic conditions flexibility and 
accountabil ity to deliver the most 
appropriate treatment for the patient’s 
condition in a coordinated, efficient, 
high-quality manner.”  

 An example was Condition-Based 
Payment for Post-Acute Care Follow-
ing a Hospitalization for spine surgery.  
This model may be a separate initiative, 
perhaps with different provider groups, 
as either an early stand-alone or as an 
independent but complementary part 
of Model 3 or 4, but an integral part of 
Model 6.  The post-discharge manage-
ment of a PSH patient could be a stand-
alone approach in some circumstances.  
In the procedural arena, I do not see this 
as a long-term option and would predict 
a rapid integration with one of the other 
models.

ConClusion

 We are in the interim final rule 
phase of rulemaking, and the American 
Society of Anesthesiologists and AMA are 
diligently evaluating options to preserve 
your future.  The multiple system options 
may be payer-designed, facility-designed 
or physician-designed.   Close your eyes 
and make a guess; of those three options, 
which avenue is most likely to provide an 
optimal system that treats our colleagues 
and our patients in the most equitable 

manner?  The above options will evolve 
with both the final rulemaking and 
system adaptation.
 I would like to acknowledge briefing 
materials contained in the publication A 
Guide to Physician-Focused Alternative 
Payment Models jointly produced by the 
AMA and the CHQPR that provided the 
generous excerpts, direction and resourc-
es for this article.  I would like to thank 
Sandra Marks (AMA) and Harold Miller 
(CHQPR) for their copyright permis-
sion in general, allowed use of generous 
excerpts and edits in particular.  For a 
deeper understanding of how you can 
take control of your future, this excel-
lent resource may be accessed at: www.
ama-assn.org/ama/pub/advocacy/topics/
medicare-alternative-payments-models.
page  
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been possible on the day of surgery, if 
the edema had been caught at all. This 
process saved time, money and maybe a 
life, all well worth the investment in the 
PSH.
 For  cas es  t hat  are  a l lowed to 
proceed to surgery, the PSH appoint-
ment then becomes about optimization. 
Consider the Generalized Protocol 
(Figure 2) for Enhanced Recovery After 
Surgery (ERAS). As an anesthesiolo-
gist, you control the largest portion of 
this protocol and you stand to make a 
huge contribution right there. This is 
because the largest portion of ERAS 
involves the avoidance of  opioids. 
That avoidance starts during the PSH 
preoperative appointment.  In our 
preoperative appointments, we start 
patients on a seven-day regimen of acet-
aminophen, Celebrex and gabapentin 
(two days preoperatively and five days 
postoperatively). By coupling this with 
intraoperative ultrasound regional nerve 
blocks, we have reduced our opioid 
requirements by 75 percent. (The depic-
tion of the first-order pharmacokinetic 
dosing logic and the timing of surgical 
incision are shown in Figure 3.)
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FIGURE 1

FIGURE 2 The Generalized Protocol For 
Enhanced Recovery After Surgery (ERAs)

Notes: *Anesthesia-specific areas of care  **Maintain lower extremity function, if using regional anesthesia



 Pain management in the PSH—a 
service that only an anesthesiologist can 
provide—is essential for the effective 
delivery of the core ERAS protocols. 
Other portions of our protocol include 
two days of twice-daily skin decoloniza-
tion (Hibiclens protocol for the surgical 
site), two days of pulmonary precondi-
tioning with an incentive spirometer, and 

two days of amino acid, carbohydrate 
and essential fatty acid loading (immu-
nonutritional optimization). Additionally, 
we should not underestimate the impor-
tance of the message being delivered by 
an anesthesiologist. Coaching by an 
anesthesiologist on these optimization 
protocols sends a powerful message to 
patients of the importance of their own 

medical outcome: “This is your surgery 
and your outcome and this is how to get 
the best result.” Mid-level providers do 
not have the credibility to deliver this 
message as effectively.
 The PSH, NSQIP, ERAS and post-
operative results can most effectively be 
managed by a physician anesthesiologist. 
It means using the skills you already 
have and understanding the importance 
of objective risk stratification and opti-
mization.  This is real value that only 
you as an anesthesiologist can deliver. 
These are positive outcomes that will 
become evident in your hospital’s quality 
metrics and increase your anesthesia 
group’s value to your institution. That 
value and those metrics will be useful in 
negotiations with your accountable care 
organization.  
 As the 5th century B.C. Japanese 
warlord Sun Tzu said:  “Victorious 
warriors win first, then go to war.” Win 
first with your risk stratification, with 
your optimization and by demonstrating 
value in your metrics, and then have that 
ACO conversation. 
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FIGURE 3 The Depiction of the First-Order Pharmacokinetic 
Dosing Logic and the Timing of Surgical Incision 
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You have heard of the Medicare 
Access and CHIP Reauthorization Act 
of 2015 (MACRA) and, most likely, its 
Quality Payment Program (QPP).  But do 
you really know what it is?  Do you know 
what it means to your practice? Do you 
know what your practice will need to do 
to thrive under the QPP?  If you haven’t 
already, you’ll need to develop a firm 
understanding of the reimbursement 
landscape under MACRA.  The time is 
now. Ready. Set. Go.

BACkgRound And Context

In  October  2016,  the  C enters 
for Medicare and Medicaid Services 
(CMS) issued the MACRA final rule 
with comment period titled “Medicare 
Program; Merit-Based Incentive Payment 
System (MIPS) and Alternative Payment 
Model (APM) Incentive under the 
Physician Fee Schedule, and Criteria for 
Physician-Focused Payment Models” (the 
Final Rule).1

Although it is more than 800 pages 
long, the MACRA final rule is designed 
to simplify participation by eligible clini-
cians.  MACRA essentially replaces the 
old methodology used to determine the 
Medicare Physician Fee Schedule. This 
methodology, the Sustainable Growth 
Rate formula, threatened to impose 
payment cutbacks for physicians for more 
than a decade.  The QPP aims to reward 
the provision of high quality and efficient 
services through a single cohesive system 
that unifies and replaces several different 
Medicare payment programs. 

In 2015, CMS announced its goal of 
tying 90 percent of traditional Medicare 
payments to quality or value by 2018.2

The QPP advances these goals and 
related objectives. More specifically, CMS 
has clarified that the QPP aims to achieve 
the following:

1. To improve beneficiary outcomes 
and engage patients through 
patient-centered policies. 

2. To enhance clinician experience 
through flexible and transparent 
program design and interactions 
with easy-to-use program tools. 

3. To increase the availability and 
adoption of robust Advanced 
APMs. 

4. To promote program understand-
ing and maximize participation 
through customized communica-
tion, education, outreach and 
support that meets the needs of 
the diversity of physician practices 
and patients, especially the unique 
needs of small practices. 

5. To improve data and information 
sharing to provide accurate, timely 
and actionable feedback to clini-
cians and other stakeholders. 

6. To ensure operational excellence 
in program implementation and 
ongoing development.3

QuAlity PAyMent PRogRAM

The QPP, which commenced on 
January 1, 2017 and is anticipated to 
continue through 2022 and beyond, will 
result in negative, neutral and positive 
adjustments to physician compensation.  
CMS refers to 2017 as a transitional year 
for the final rule and anticipates a ramp-up 
period as clinicians adjust to the QPP.  
Note, however, that, although the reporting 
periods commence during 2017, physicians 
will not receive increased reimbursement 
under the QPP until 2019.  For this reason, 
participation in the QPP should be viewed 
as a long-term investment.  

The QPP provides physicians with 
the ability to choose from one of two 
options:  (1) the Advanced APMs and (2) 
the MIPS.  It’s important for physicians 
to understand their options and find 
the best QPP track for their particular 
practice.  

AdvAnCed AlteRnAtive PAyMent 
Models 

CMS anticipates that up to 120,000 
clinicians will participate in the Advanced 
APM track during the 2017 performance 
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Kathryn Hickner, Esq.
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1 81 Fed. Reg. 77008 (Nov. 4, 2016).
2 https://www.hhs.gov/about/news/2015/01/26/better-smarter-healthier-in-historic-announcement-hhs-sets-

clear-goals-and-timeline-for-shifting-medicare-reimbursements-from-volume-to-value.html.
3 https://qpp.cms.gov/docs/QPP_Executive_Summary_of_Final_Rule.pdf.
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year.  Advanced APMs must satisfy certain 
criteria.  They must:  

• B e  C M S  In nov at i on  C e nte r 
models, Shared Savings Program 
tracks or certain federal demon-
stration programs

• Use certified electronic health 
record (EHR) technology

• Base payments for services on 
quality measures comparable to 
those in MIPS 

• B e  a  Me d i c a l  Ho m e  Mo d e l 
expanded under CMS Innovation 
Center authority or require partici-
pants to bear more than nominal 
financial risk for losses  

As this article is being written, CMS 
anticipates that the following models will 
be Advanced APMs for the 2017 perfor-
mance year:  

• Comprehensive End-Stage Renal 
Disease Care Model (two-sided 
risk arrangements)

• Comprehensive Primary Care Plus 
(CPC+)

• Medicare Shared Savings Program, 
Track 2

• Medicare Shared Savings Program, 
Track 3 

• Next Generation Accountable Care 
Organization (ACO)   

The list of participating Advanced 
APMs will change over time and updates 
will be posted on the CMS website.  

Note that the QPP does not change 
the Advanced APMs, but rather, offers 
additional incentives for sufficiently 
participating in them.  In the event that a 
practice receives 25 percent of Medicare 
covered professional services or sees 20 
percent of its Medicare patients through 
an Advanced APM during 2017, then such 
practice will earn a five percent Medicare 
incentive payment during 2019.  

MeRit-BAsed inCentive PAyMent 
systeM

CMS anticipates that most clinicians 
will participate in MIPS instead of the 
Advanced APM track, at least initially. The 
agency expects up to 500,000 clinicians 
to participate in MIPS during the 2017 
performance year and that 90 percent of 
eligible clinicians will receive a neutral or 
positive payment adjustment.  

The MIPS track is available not only 
to physicians but also to physician assis-
tants, nurse practitioners, clinical nurse 
specialists and certified registered nurse 
anesthetists who bill more than $30,000 
per year to Medicare and provide care to 
more than 100 Medicare patients per year.  

The MIPS track replaces three Medi-
care programs: (1) the Medicare EHR 
Incentive Program (Meaningful Use); (2) 
the Physician Quality Reporting System 
(PQRS); and (3) the Value-Based Payment 
Modifier.  Accordingly, the requirements 
for participating in MIPS are familiar to 
many physicians. 

 
Performance Categories

For 2017, there are four weighted 
performance categories: 

1. Quality (which replaces the PQRS 
and carries a 60 percent weight) 

2. Improvement Activities (a new 
category that carries a 15 percent 
weight) 

3. Advancing Care Information 
(which replaces the Medicare EHR 
Incentive Program and carries a 25 
percent weight) 

4. Cost (which replaces the Value-
Based Payment Modifier but is not 
counted in the composite score 
until 2018)   

CMS encourages clinicians to submit 
measures and activities in the quality, 
improvement activities and advancing 
care information categories in order to 

achieve the highest possible composite 
score.  (When the cost measure becomes 
a part of the composite score in 2018, no 
reporting will be required because it will 
be calculated based on claims submitted.) 

Specific measure-related and report-
ing requirements, exceptions and nuances 
will differ based on various circumstances.  
An abundance of additional informa-
tion regarding the potential quality and 
advancing care information measures and 
the improvement activities can be found 
on the QPP website.  This article covers 
some basic information.  

  
Quality

For purposes of the quality category, 
most MIPS participants will need to report 
up to six quality measures (to the extent 
such measures are applicable), including 
an outcome measure, for a minimum of 
90 days.  Quality measures will be deter-
mined on an annual basis.  For 2017, the 
anesthesiology measures are as follows:  

• A n e s t h e s i o l o g y  S m o k i n g 
Abstinence

• Coronary Artery Bypass Graft 
(CABG): Preoperative Beta-Blocker 
in Patients with Isolated CABG 
Surgery

• Documentation of Current Medica-
tions in the Medical Record

• Pe r i o p e r a t i v e  Te m p e r a t u r e 
Management

• Post-Anesthetic Transfer of Care 
Measure:  Procedure Room to a 
Post-Anesthesia Care Unit (PACU)

• Post-Anesthetic Transfer of Care: 
Use of Checklist or Protocol for 
Direct Transfer of Care from Proce-
dure Room to Intensive Care Unit 
(ICU)

• Prevention of Central Venous Cath-
eter (CVC)-Related Bloodstream 
Infections
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• Prevention of Post-Operative 
Nausea and Vomiting (PONV): 
Combination Therapy

• Preventive Care and Screening: 
Screening for High Blood Pres-
sure and Follow-Up Documented

Improvement Activities

The MIPS measure for improvement 
activities will require most participants 
to attest that they completed up to four 
improvement activities for a minimum 
of 90 days.  Groups that are located in a 
rural or health professional shortage area 
or with 15 or fewer participants will need 
to attest that they completed up to two 
activities for a minimum of 90 days.  

Advancing Care Information

For the 2017 transition year, partici-
pants may select from one of two sets of 
measures based on their EHR.  Subject to 
certain exceptions, the MIPS advancing 
care information category requires that 

participants report on at least the follow-
ing required categories for a minimum of 
90 days: 

• Security Risk Analysis
• Electronic Prescribing
• Patient Electronic Access
• Send Summary of Care
• Request/Accept Summary of Care

Reporting and Adjustments

Participating clinicians may start 
collecting performance data anytime 
between January 1, 2017 and October 
2, 2017.  Note that performance data 
must be submitted by March 31, 2018 
irrespective of the specific starting date.  
Similar to the Advanced APMs track, the 
first payment adjustments (which may 
be increases, decreases or neither) under 
MIPS will not occur until 2019.  

Figure 1 briefly summarizes how 
practices will receive increases and 
decreases in Medicare payments during 
2019 based on their 2017 participation.

In summary, for clinicians who 
select MIPS, three levels of reporting will 
avoid a negative MIPS payment adjust-
ment.  Clinicians can avoid a downward 
adjustment though the submission of a 
minimal amount of 2017 data (e.g., even 
one quality measure or improvement 
activity).  Positive adjustments will be 
based on the actual performance data 
within the reported information and not 
on the amount of information submit-
ted or the length of time for which such 
information is submitted.  

For clinicians who submit MIPS data 
as an individual, the payment adjustment 
will be based on individual performance.  
Such individual data for the MIPS cate-
gories described above may be submitted 
through an EHR, registry or Qualified 
Clinical Data Registry (QCDR).  Quality 
data may also be submitted through the 
Medicare claims process. 

For clinicians who submit MIPS data 
through a group, the group will receive a 
single payment adjustment based on the 
group’s performance as a whole.  Group-
level data may be submitted through 
the CMS web interface (if the group 
registers by June 30, 2017) or third-party 
data submission services (e.g., a certi-
fied EHR, registry or QCDR).  In future 
years, the federal government intends to 
permit clinicians to participate in MIPS 
through virtual groups and will propose 
further policies in such regard after solic-
iting additional input.  

PRACtiCAl guidAnCe And next 
stePs

Physicians and their groups should 
promptly and proactively develop a 
strategy to thrive under MACRA and 
the QPP.  If you participate, you need to 
determine which track is best (i.e., APMs 
or MIPS) based on your individual 
circumstances.  Such determination 
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FIGURE 1

2017 Participation 2019 Adjustment

No submission of data Four percent negative payment adjustment

Minimum amount of data (i.e., one measure 
in the quality performance category, one 
activity in the improvement activities 
performance category or report the 
required measures of the advancing care 
information performance category)

Avoid downward adjustment

90 days of 2017 data (including more 
than one quality measure, more than one 
improvement activity or more than the 
required measures in the advancing care 
information performance category)

Neutral or small positive payment 
adjustment

Full year of 2017 data Potential moderate positive payment 
adjustment up to four percent, and potential 
10 percent adjustment for high performers

How Practices Will Receive Increases and 
Decreases in Medicare Payments 
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should take into account whether your 
practice already participates in an 
Advanced APM or whether such partici-
pation in the future is desirable.  If you 
select the MIPS track, you will need to 
decide whether to participate as an indi-
vidual or a group, the level and timing of 
participation, and the type of reporting 
that is practicable.  
 CMS recommends that physicians 
take the following steps to prepare for 
MIPS in 2017: 

• Check that your EHR is certified 
by the Office of the National Coor-
dinator for Health Information 
Technology. If it is, it should be 
ready to capture information for 
the MIPS advancing care informa-
tion category and certain measures 
for the quality category.

• Consider using a QCDR or a 
registry to extract and submit your 
quality data.

• Use the QPP website to explore 
the MIPS data your practice can 
choose to send in. Check to see 
which measures and activities best 
fit your practice.  

The federa l  government of fers 
resources to assist small practices through 
the Transforming Clinical Practice Initia-
tive and through certain small, rural and 
health professional shortage area excep-
tions.  Additional resources are available 
through governmental guidance, profes-
sional associations, consultants, software, 
technology and practice management 
companies, attorneys and others.  

Additional QPP resources are avail-
able at the following sites:  

• https://qpp.cms.gov/

• https://www.cms.gov/Medicare/
Quality-Initiatives-Patient-
Assessment-Instruments/Value-
Based-Programs/MACRA-MIPS-

and-APMs/MACRA-MIPS-and-
APMs.html.

• www.ama-assn.org/MACRA
• http://www.asahq.org/quality-

and-practice-management/
macra

• https://innovation.cms.gov/initiatives/
Transforming-Clinical-Practices/

 Good luck. You can do this. 

Kathryn (Kate) 
Hickner, Esq. is an 
attorney at Ulmer & 
Berne LLP, where she 
co-chairs the firm’s 
Health Care Practice 
Group.  Additional in-
formation regarding 
Kate’s background, 
experience, publications and presenta-
tions can be found at http://www.ulmer.
com/attorneys/Hickner-Kathryn-E.aspx.  
She can be reached at (216) 583-7062 and 
khickner@ulmer.com.
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2015   2016    2017    2018    2019    2020    2021    2022    2023    2024    2025    2026

aggregated and reported in a fashion that you don’t have to 
worry about it as much.”

Inherent to its structure as a Medicare ACO, the Baylor 
St. Luke’s network participates in the Medicare Shared Savings 
Program Track 1, which is considered an upside-only, or one-
sided, risk model. The network gets a portion of any savings it 
achieves by taking care of its Medicare population efficiently. 
But if spending exceeds target, the network does not have to 
cover any of the excess costs.

MSSP Track 1 ACOs are not considered Advanced APMs, 
but CMS has created a special MIPS category for them, called 
MIPS APM. 

Because the Baylor St. Luke’s network reports on its 
performance via MSSP, it will be exempt from a lot of MIPS 
reporting. They do not have to submit data separately for the 
MIPS and will be scored using a MIPS APM scoring standard.

Jennifer Vermeer, president and CEO of University of 
Iowa Health Alliance, says that some CMS requirements may 
cause disincentives for some organizations that are looking to 
integrate with physicians, depending on their specific circum-
stances.

The University of Iowa Health Alliance, which is also 
in MSSP Track 1, handles value-based contracting for four 
independent Iowa health systems, including University of 
Iowa Health Care. While most of the physicians in UIHA are 
employed by the health systems, a few independent physician 

groups joined forces with the alliance to participate as an ACO 
in MSSP Track 1.

However, these physician groups recently decided to 
leave the MSSP ACO because CMS requires all providers in 
MSSP ACOs to report performance as a single entity. “These 
independent groups were averse to being averaged with oth-
ers,” Vermeer says.

This group reporting requirement is only for MSSP, which 
illustrates how CMS requirements will affect organizations in 
different ways. In the regular MIPS track, providers can decide 
to report as individuals or as a group.

STRATEGY 3: Building population manage-
ment and risk capabilities
“Accepting risk is risky,” says Baystate Health’s Evan Benja-
min, M.D., senior vice president for quality and population 
health and chief quality officer. He should know. Baystate’s 
physician-hospital organization participates in Medicare’s 
Next-Generation ACO Model, which is considered an 
Advanced APM with sizable two-sided risk.

Next-Gen ACOs reap most of the savings achieved by effi-
ciently managing a Medicare population. As advanced APMs, 
they also will receive an incentive of 5 percent of Medicare Part 
B professional services revenues in 2019. 

But the downside risk is significant: If Medicare spending 
exceeds target, the ACO is responsible for covering a significant 

End of PQRS, Value
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(12/31/2018)

Today

2015 2026

Physician Fee Schedule

PERFORMANCE 
MEASURES
BEGIN 2017

+/- 4%

MIPS

+/- 7%+/- 5% +/- 9%

MACRA Timeline

+4% +7%+5%

-4% -7%-5%

+7%

-7%

+9%

-9%

]
60%

25%

15%

Performance
Catagories (relative weight)

Quality

Improvement
activities

Advancing
care information

*Costs (will be starting in 2018)

Q
UA

LI
TY

 P
AY

M
EN

T 
PR

O
GR

AM
S

Timeline of Key Dates for Implementaion

Source: Day Health Strategies, 2016

+/- 9%

+9%

-9%

+/- 9%

-9%

-9%

Begins in 2017

+/- 9%

-9%

-9%

EXCEPTIONAL PERFORMANCE BONUS (Up to 10% through 2024)

  Timeline of Key Dates for Implementation 

https://qpp.cms.gov/
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/MACRA-MIPS-and-APMs/MACRA-MIPS-and-APMs.html
http://www.ama-assn.org/MACRA
http://www.asahq.org/quality-and-practice-management/macra
http://www.asahq.org/quality-and-practice-management/macra
http://www.asahq.org/quality-and-practice-management/macra
https://innovation.cms.gov/initiatives/Transforming-Clinical-Practices/
https://innovation.cms.gov/initiatives/Transforming-Clinical-Practices/
http://www.ulmer.com/attorneys/Hickner-Kathryn-E.aspx
http://www.ulmer.com/attorneys/Hickner-Kathryn-E.aspx
mailto:khickner%40ulmer.com?subject=


Th e Co m m u n i q u é Wi n T e r 2017 Pag e 14

 In  t h e  pre v i ou s  i s s u e  o f  T he 
Communiqué (“Hope Is Not a Strategy: 
A Primer for Anesthesia Groups on 
Strategic Planning,” Fal l  2016) we 
described the need for strategic planning 
and described the overall process.  This 
process includes:

1. Developing mission and vision 
statements for the group.

2. Identifying internal strengths and 
weaknesses and external opportu-
nities and threats.

3. Discussing key issues.

4. D e v e l opi n g  o b j e c t i v e s  a n d 
strategies.

5. Creating action plans to imple-
ment those strategies.

 Let’s now turn to the “nuts and 
bolts” of how your anesthesia group can 
conduct a successful strategic planning 
process.

RetReAt vs. seRies oF Meetings

 Anesthesia group strategic planning 
meetings provide an opportunity for 
the physicians to discuss key issues and 
develop plans for the group.  
 The meeting process typically comes 
in one of two forms: (1) a retreat; or (2) a 
series of meetings.
 We believe that a retreat approach is 
the preferable process for the following 
reasons:

• With a series of meetings, you will 
chew up a lot of time reorienting 
everyone to what you are doing 
and what has been decided.

• Often, the attendee mix changes 
from meeting to meeting, the 
result being that the group zig-
zags in its decision making.

• Typically, groups conduct these 
meetings in the evening, which 
is when the physicians also tend 
to be tired or stressed. The result 
is that discussions often turn to 
the same subjects discussed at the 
group’s regular meetings.

 A strategic planning retreat might 
last one to two days, depending on the 
issues to be addressed and the time 
the physicians are willing to give to the 
process.  

PRePARing FoR the RetReAt 

 It is essential to use the time spent at 
a retreat in the most efficient and effec-
tive manner possible.  Why?

• Most managers and group leaders 
know that it’s hard to pull all the 
physicians together.  When you 
have them together, you want to 
make the most of it.

• The most expensive part of the 
process is the time at the retreat. 
If you multiply the number of 
people in the room by an hourly 
rate for an eight-hour day, you 
end up with a large number.   For 
example, if you have 20 people in 
the room, eight hours at an hourly 
rate of $300 would cost $48,000. 

 
 Retreat time needs to be structured 
to be as efficient and effective as possible. 
That’s why preparation is key.
 Preparation involves considering the 
following:

1. Who will be the participants?
2. What will be the timing of the 

meeting?
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3. Who will serve as the retreat 
facilitator?

4. What data/information will be 
needed for the meeting?

5. What are the key issues?

6. What is the agenda?

7. What other arrangements are 
needed?

 We will cover the first two items—
participants and timing—in this article 
and the remaining preparation steps in 
future articles.

PARtiCiPAnts

 Who should attend the anesthe-
sia group’s strategic planning retreat?  
Typically, attendees should include all 
shareholder physicians and the group’s 
manager.  Depending on your group’s 
situation, you might also consider:

• Shareholder-track physicians
• Employed physicians
• Selected mid-level providers
• The group’s CPA
• Other advisors

 Typica l ly,  we  recommend the 
following:

• T h e  g roup  s h ou l d  l i m it  t h e 
number of attendees, especially 
those who are more likely to be 
“observers” (such as members of 
the administrative team beyond 
the manager, employed physicians 
or mid-level providers). You want 
the physicians to have a free and 
open discussion about the issues.  
Sometimes physicians “clam up” if 
too many non-shareholders are in 
the room.  

• If you include non-shareholder 
physicians, you might want to 
consider having a “shareholder-
only” segment.  

tiMing

 You will need to agree on the timing 
of the meeting—both when will it be held 
and how long the retreat will last.
 Most anesthesia groups conduct 
their retreats over a weekend. If the group 
plans to allocate one and one-half days to 
the process, often, it allocates a full day 
on Saturday and a half-day on Sunday. 
 The group should pick a time when 
most, if not all, of the physicians can be 
present. However, every group has some 
who are more involved and vocal than 
others. The timing should be planned 
to make sure these engaged physicians 
attend. If you try to avoid the “nay-sayers,” 
they will use that as an excuse to resist 
implementing the plan.
 Logic would say the retreat should be 
held in the fall so that once it is complete, 
management can develop the annual 
business plan and budget, and implemen-
tation can begin in January. However, 
we find that most groups conduct their 
retreats on weekends in January through 
April to avoid holding the retreat on 
weekends during nicer weather. 

AgendA

 Once the preceding steps have 
been taken it is time to put together the 
meeting agenda.  Your agenda might look 
like this if you are conducting a one and 
one-half or two-day retreat.

Saturday
• Meeting goals and ground rules
• Decision making
• Interview feedback:

o Internal analysis - strengths 
and weaknesses

o Environmental analysis - oppor-
tunities and threats

• Mission and vision statement
• Discuss key strategic issues

Sunday
• Discuss key strategic issues, 

continued
• Next steps in strategic planning 

process
• Summary

 As you can see, the retreat includes 
some introductory work related to 
meeting goals, ground rules and deci-
sions; feedback from the interviews; and 
the work of defining the mission and 
vision and discussion of key strategic 
issues. 

otheR ARRAngeMents

 You also need to make some detailed 
arrangements about where the meeting 
will be held.  We typically recommend 
a meeting room at a hotel.  Hotels are 
usually set up to host meetings and can 
provide meal services. Meeting at the 
hospital is typically a bad idea as hospital 
meeting rooms are not conducive to a 
group meeting, and many hospitals don’t 
offer food service on weekends when 
meetings are typically held.
 Some groups hold their retreats out 
of town and use meals and evenings to 
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build camaraderie.  While this is can be a 
good idea, some physicians are resistant 
to traveling. You will need to determine 
your group’s willingness to travel.
 If you do decide to hold the meeting 
out of town, we suggest that you do 
not make it a “family outing.”  Family 
outings have two downsides:  (1) reduced 
time for camaraderie-building and 
physician-to-physician interaction; and 
(2) increased anxiety among some physi-
cians to complete the retreat work as 
fast as possible to spend time with their 
families.
 You will also need to make a final 
decision as to how long you will meet. As 
noted earlier, the length of the meeting 
depends on two things:

1. The issues to be covered

2. The amount of time the physicians 
are willing to give to the planning 
process

 If they are only willing to give one 
day, you will need to prioritize your key 
issue list to make sure the most impor-
tant issues are covered. You will also need 

to make sure the meeting room is set up 
in the way you like (we typically suggest a 
U-shaped table set-up) and has flipcharts 
available to record discussion points and 
decisions, and that you arrange for any 
needed handouts.

C o M M u n i C At i o n  A B o u t  t h e 
RetReAt

 The last task in preparing for your 
retreat is developing a memo and sending 
it and the agenda to the participants.
 The memo package should: 

• Describe strategic planning and 
tell why it is important.

• Discuss the goals of the retreat.

• Include details of the retreat 
(where and when).

• Include the agenda.

• Include important background 
information related to specific 
issues (cost benefit analysis, etc.).

• Include articles about the future 
of healthcare.  Underline or high-
light the important passages.

stRAtegiC PlAnning FoR lARgeR 
gRouPs

 Once a group grows to a certain size 
(e.g., 25-30) it becomes increasingly diffi-
cult to conduct a planning retreat that 
meets the following criteria:

1. All physicians attend the retreat.

2. There is an in-depth and complete 
discussion of the important issues.

 The problem is group processes.  
With 50 people in the room, it is nearly 
impossible to have a complete debate and 
discussion that includes all members. 
What often happens is that five or six 
individuals debate the issues while every-
one else watches.
 If you must have all of the physicians 
in the room, these problems can be miti-
gated by:

1. Using the retreat as an informa-
tion-sharing only meeting

2. Using subgroups to discuss issues

3. Using a  r igorous  process  to 
discuss and debate motions that 
were developed prior to the retreat

 We  h a v e  u s e d  t h e  f o l l o w i n g 
approach for large group strategic plan-
ning efforts that balance the desire for 
involvement with the ability to have 
beneficial in-depth discussion on the 
issues.

Step 1: Survey/Interviews

 Typically, all physicians are surveyed 
to obtain their input on:

• Group strengths and weaknesses

• Opportunities and threats the 
group faces
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• How group members would like 
to see the group evolve

• T h e  i s s u e s  t h a t  s h o u l d  b e 
addressed during the planning 
process

• Other questions that the group 
would like to ask 

 In addition to the surveys, we typi-
cally conduct individual interviews with 
those who will attend the “Board+” 
Retreat (discussed below).

Step 2: “Board+” Retreat  

 A subset of the group then meets 
to discuss key issues and develop plans 
for the group.  Typically this group is 
composed of the board and other key 
leaders. It is best to keep this group to 15 
or fewer. The meeting typically lasts one 
to two days, with one and one-half days 
being the most common.  This group 
develops what we call the “draft” plan for 
the group.  At this meeting the attendees:

1.  Develop or update the group’s 
mission/vision

2.  Review environmental opportuni-
ties and threats

3.  Discuss internal strengths and 
weaknesses

4.  Create clear goals and objectives

5.  Work to resolve key issues facing 
the group

 Subsequent to the retreat, a draft 
plan is developed that is a written 
summary of the conclusions reached at 
the retreat.

Step 3: Full Group Meeting

 Following the Board+ Retreat, a 
meeting of all physicians is conducted 
and the results of the planning retreat 
presented.  At this time, all physicians 
will be able to give their feedback about 
the results of the planning process.  
 This step is usually completed at an 
evening dinner meeting. It is important 
to note that the goal of this step is not to 
re-do the work of the retreat. Instead, the 
larger group is asked three questions:

1. What plans or objectives are you 
most pleased with?

2. What changes/improvements to 
the plan would you suggest?

3. What key issues were not adequate-
ly addressed in the draft plan?

 Operationally, the physicians sit 
at small tables of six or so, with at least 
one person at each table who attended 
the retreat. You should try to spread 
out the “nay-sayers” to prevent negative 
momentum.
 Once again, this meeting is to 
allow the shareholders to have one more 
chance to provide input into the planning 
process.

Step 4: Board Adoption

 At  a  board meeting the board 
members review the results from the 
full group meeting and decide whether 
the draft plan should be adjusted. The 
final plan is then adopted by the board.  
This process balances the need for 
input, in-depth discussion and decision-
making. 

Th e Co m m u n i q u é Wi n T e r 2017 Pag e 17
ANESTHESIA
BUSINESS CONSULTANTS

Will Latham, MBA  is 
President of Latham 
Consulting Group, 
Inc.,  which helps 
medical group physi-
cians make decisions, 
resolve conflict and 
move forward. For 
more than 25 years Mr. 
Latham has assisted medical groups in the 
areas of strategy and planning, governance 
and organizational effectiveness, and merg-
ers, alliances and networks. During this time 
he has facilitated over 900 meetings or re-
treats for medical groups; helped hundreds 
of medical groups develop strategic plans to 
guide their growth and development; helped 
over 130 medical groups improve their 
governance systems and change their com-
pensation plans; and advised and facilitated 
the mergers of over 120 medical practices 
representing over 1,200 physicians. Mr. 
Latham has an MBA from the University 
of North Carolina in Charlotte. He is a fre-
quent speaker at local, state, national and 
specialty-specific healthcare conferences. 
Mr. Latham can be reached at (704) 365-
8889 or wlatham@lathamconsulting.com.

mailto:wlatham%40lathamconsulting.com?subject=


Th e Co m m u n i q u é Wi n T e r 2017 Pag e 18

 Quick!  Who’s  the president of 
Switzerland?
 Anesthesia group leaders seeking 
to create a larger structure out of exist-
ing groups, from an alliance among local 
groups, to business models for exclusive 
contracting, to the creation of a true 
regional or national player, encounter a 
plethora of problems from the merely diffi-
cult (e.g., due diligence) to the moderately 
troublesome (e.g., power and control) to 
the pure bottom line (e.g., purchase price).
 Those thinking across state lines 
face a patchwork of laws and regula-
tions governing structure and ownership 
which creates a sometimes-impermeable 
barrier to achieving their goal. Yet group 
leaders generally confine their thinking 
to the creation of either a fully inte-
grated structure such as a corporate or 
partnership-type entity, on the one hand, 
or a loose, separately owned manage-
ment services organization (MSO)-type 
structure, on the other hand.  
 But there are other ways of devising 
medical group business arrangements, 
whether purely within a local area, within 
a single state or across state lines, and 
Switzerland provides an example.
 So, back to the question about the 
president of Switzerland. Don’t know 
who he is? 
 Well, in all honesty, there’s little 
reason to know, even if you live in 
Switzerland, because the president of 
Switzerland is neither the head of govern-
ment nor the head of state. His function 
is to break a tie vote. You see, Switzerland 
is a federation of self-governing cantons, 
whose representatives together form a 
collective governing body.

 Which leads us to a Swiss business 
structure that mirrors this notion of self-
governing entities holding themselves 
out to the world as unified:  the “verein” 
(pronounced “FAIR-ein” and rhymes 
with “FAIR wine”).  A verein is a confed-
eration-type entity, like a partnership 
of professional corporations or profes-
sional associations, but also very unlike a 
partnership. 

not A PARtneRshiP

 In a  partnership,  the partners 
conduct a unified business, with each 
partner having joint and several liabili-
ties. In other words, Partner “X” is liable 
for the obligations of the partnership 
even if those obligations were incurred 
by Partner “Z.” And that’s still the case if 
X and Z are themselves medical corpora-
tions or professional associations. 
 So, if Big Entity Partnership, with 
partner entities in Los Angeles, San 

Diego, Austin and Allen, is slapped with 
a $100 million judgment arising from 
one practice site, the bank accounts of 
each partner entity are at risk. 
 In a verein, however, even though 
the overall organization itself presents a 
unified structure to the outside world, 
for example, “Medical Associates of the 
United States,” each of the members is an 
independent business entity and is not 
liable for the overall organization’s debts. 
And in similar fashion, no member is 
liable for the debts of any other member. 
Therefore, a fictitious “Medical Associ-
ates of Canton, New York” is not liable 
for the debts of the overall “Medical 
Associates” verein or for the debts of 
another member, say, “Medical Associ-
ates of Canton, Massachusetts.”  The lack 
of cross-liability frees the organizers 
from many of the problems encountered 
in creating alignment between medical 
groups. 
 There’s a dramatically lessened need 
to conduct due diligence as to a potential 
constituent entity’s formation history, 
finances, known and potential liabilities, 
and so on. Those concerns are major 
issues in creating a customary business 
structure and certainly in any traditional 
merger or acquisition where the finan-
cial and business condition of the target 
entity impacts the purchase price as well 
as the desire to do the deal at all.
 Because no revenue or profit sharing 
is typically involved in a verein structure 
because the verein itself does not engage 
in business (although there can be a 
functional equivalent, which is a complex 
issue outside the scope of this article), 
there’s no need to bring all of the constit-
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uent groups and their physicians into a 
common compensation plan. Matters of 
compensation, just as matters of profit 
and loss, and management and control 
of the local vehicle, can remain exactly as 
before. 
 Additionally, because the constitu-
ent entities continue to legally exist both 
before and after joining in the verein 
as operating entities, there is no cross-
state-border restraint on the form of legal 
entity. In other words, verein members 
can continue to practice as professional 
associations in states such as Texas that 
recognize that form, as well as in states 
such as California that do not recognize 
the professional association form but in 
which verein members could operate as 
medical corporations (which, in turn, are 
not recognized in Texas).
 As an aside, note that just as a verein 
is agnostic as to the form of legal entity 
adopted by the constituent members, 
it’s also agnostic to the profession/
licensure of the individuals practicing 
via the constituent members. Therefore, 
cross-specialty, cross-licensure or even 
licensed/non-licensed business combi-
nations are within the realm of verein 
structure.
 It is important to note that the verein 
structure lowers the barrier of “trust to 
entry.” It’s far easier to trust in a vision if 
it doesn’t require giving up your owner-
ship and local control, and becoming 
liable for someone else’s debts.

not An Mso
 Just as is the case with a partner-
ship, a verein shares similarities with an 
MSO structure. However, there are major 
differences. 
 An MSO, in the context of the 
business of anesthesia, is an entity that 
is often owned by a third party (e.g., 
a billing service that has expanded to 
a broader role) that exists to provide 
management services to independent 

medical groups. Those groups generally 
don’t hold themselves out as being affili-
ated. They generally don’t do business 
under a common brand. In fact, doing so 
within the context of an MSO presents a 
significant risk of creating cross liability 
both among the co-branded independent 
“clients” of the MSO as well as on the 
part of the MSO for one or more of its 
clients.
 A verein has no owners. Instead, it is 
an umbrella-like entity comprised of its 
independent group members, providing 
a common brand to share marketing, 
high-level strategy and so on. 

ConClusion

 The point of this article isn’t that 
you should organize or reorganize your 
multi-component medical group as a 
verein or rush to set up an umbrella 
entity in that fashion (although it 
warrants consideration). Rather, it’s that 
there are additional conceivable forms for 
top-level entity organization other than 
simply partnerships or corporations. 
 Many of these structures, such 
as vereins, can be useful as a first step 
toward tighter integration as well as for 
final destinations. 

 Although alliance type structures 
in healthcare come with a set of unique 
compliance issues, from antitrust to anti-
kickback and Stark, and, as a result, are 
often suspect, with the correct strategy 
and structuring they present a world 
of opportunity, whether within a single 
specialty or, perhaps more interestingly, 
among multiple specialties, and across 
the bounds of professional services and 
facilities and beyond. 
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 When the Affordable Care Act (ACA) 
was signed into law in 2010, it set into 
motion a series of intended and unin-
tended actions and consequences that, 
after several years, can now be reviewed 
and interpreted.  According to the Centers 
for Disease Control and Prevention, the 
number of uninsured in the United States 
has decreased from 15.7 percent in 2009, 
at the height of the most severe economic 
downturn in recent U.S. economic history, 
to about 9.1 percent in 2015. 
 While millions of people have gained 
coverage under provisions of the ACA that 
went into effect in 2014, over 28 million 
nonelderly individuals remained uninsured 
in 2015. Many of these people are ineligible 
for ACA coverage, either because of their 
immigration status or because their state 
did not expand Medicaid. Others may be 
eligible, but do not know of the new cover-
age options, have had difficulty navigating 
the enrollment process or have opted not 
to enroll.   In addition, affordability, even 
with the availability of tax credits, remains 
a barrier for many.  Uninsured adults 
continue to name cost as a major reason 
for remaining uninsured.1 The increase in 
the number of insured Americans was an 
intended impact of the ACA.  But the ACA 
has had some unintended consequences 
as well.  Hospitals and providers have 
been forced to restructure how they get 
paid for services as patients have become 
responsible for a higher percentage of 
their healthcare costs.  Employers have 
offered more high deductible health plans 
(HDHPs) and fewer traditional policies.  A 
look at the types of plans that many of us 
have personally chosen in our own places 
of employment verifies that this trend is 

real.  In 2009, only about eight percent 
of employer-sponsored plans were of the 
HDHP variety. By 2015, that percent-
age had risen to 24 percent, according to 
Health Affairs.2   

the Rise oF high deduCtiBle 
heAlth PlAns

 According to Towers Watson,3  in 
order to reduce their healthcare costs, 52 
percent of employers now offer at least 
one type of HDHP and 22 percent offer 
only HDHPs.   Many employees opt into 
these plans because of the significantly 
lower premiums.  However, what many 
fail to consider is the high deductible that 
they will need to cover.  Out-of-pocket 
healthcare costs have increased by 230 
percent since 2009.  

This increase in patient responsi-
bility has important implications for 
providers. It was assumed that increasing 
patient responsibility for healthcare costs 
would lead to “shopping” by patients 
for low cost/high quality services.  The 
reality of the shift from a traditional 
model to a shared cost model has been 
much different. Preliminary data show 
that employees with HDHPs are reduc-
ing their healthcare expenditures—but 
not because they have found lower cost/
higher quality services. Rather, the reduc-
tions in healthcare expenditures are more 
closely related to the tendency among a 
growing number of individuals to delay 
care and to delay treatment during the 
early stages of illness. Although long-
term data is not yet available, studies 
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FIGURE 1 Uninsured Rate Among the Nonelderly 
Population, 1995-2015

1 Kaiser Family Foundation analysis of the 2015 National Health Interview Survey,  http://kff.org/uninsured/
fact-sheet/key-facts-about-the-uninsured-population/

2 Islam, Ifrad, “Trouble Ahead for High Deductible Health Plans,” Health Affairs Blog, October, 7 2015, http://
healthaffairs.org/blog/2015/10/07/trouble-ahead-for-high-deductible-health-plans/

3 Brandelsky, Karen, “The Hidden Risk of High Deductible Health Plans,” Time/Money, November 3, 2015, http://
time.com/money/4091524/health-insurance-high-deductible-plans-risk/
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by the National Bureau of Economic 
Research (NBER) give early indication of 
some interesting trends.  
 NBER followed several companies 
offering HDHPs to employees to examine 
how employees handle larger respon-
sibility for their own healthcare costs.  
Employees were considered affluent, with 
median annual incomes of $125,000 to 
$150,000.  The companies also provided 
f inancial assistance through health 
savings accounts (HSAs). Even with 
additional financial support, employees 
sought fewer services.  Colonoscopies and 
mammograms decreased by 32 percent 
and nine percent, respectively, compared 
with previous periods when employees 
had access to low deductible plans. The 
researchers concluded that the behavior in 
this small sample might signal an emerg-
ing trend among employees with HDHPs 
who are shouldering a significantly larger 
portion of their healthcare costs. This shift 
in behavior could have long-term public 
health consequences.  As more patients 
opt out of early screening and treatment, 
even for covered services, they will find 
themselves dealing with more serious 
illnesses and greater medical expenses.  

the BAd deBt dileMMA

 As  the  percentage  of  pat ients 
covered by these types of plans increases, 
the challenge to providers of collecting 
payments from patients will grow as 
well.  PricewaterhouseCoopers (PwC) 
has estimated that in the next few years 
44 percent of employers will offer only 

HDHPs—a 74 percent increase from 
2010.  Add enrollees in the federal and 
state-run marketplaces, in which HDHPs 
are the most popular type of plan and 
in which patients are responsible for as 
much as 30 percent of their healthcare 
costs, and it becomes clear that the 
industry is undergoing a major shift in 
how providers and hospitals are paid.  
 More data on this new paradigm 
comes from the hospital sector.  Before 
2011, the majority of payments collected 
by healthcare systems were from insur-
ance  comp anies  and  gover nment 
agencies. In 2014, payments collected 
from patients had risen by 193 percent.  
It’s a number that can’t be ignored.  And 
it tells only half of the story.  The other 
half relates to the enormous amount of 
money that healthcare organizations and 
practices are not collecting from patients. 
More patients have not been paying their 
balances.  These unpaid balances become 
bad debt.   
 A report from the American Hospi-
tal Association notes that more than $502 
billion in uncompensated care—$33 
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FIGURE 3 Problems Paying Medical Bills by Insurance Status, 2015
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billion annually—has been delivered 
since 2000.4   This number is expected to 
grow as health systems continue to expe-
rience increases in bad debt. According 
to McKinsey & Company, bad debt has 
increased by 30 percent since implemen-
tation of the ACA. 
 
new ColleCtion stRAtegies

 The dual trends of increased patient 
responsibility and increases in unpaid 
balances have put a large financial 
strain on hospitals and physicians 
that has forced them to develop new 
revenue cycle management strategies.  
Some hospitals are creating teams of 
specialists to help patients identify their 
financial responsibilities before admis-
sion with the goal of securing some 
prepayment for elective care.  However, 
the trend among patients to delay care 
has led to an increase in emergency 
department visits that hinders careful 
financial screening of patients before 
admission.  In addit ion,  emergent 
patients often receive out-of-network 
care.  The inability, in these instances, 
to collect payment upfront increases the 
chances that these balances will not be 
paid.  
 Office-based physicians are trying 
some of the same strategies, includ-
ing attempting to collect a portion of 
patient balances up front.   Hospital-
based specialties, including anesthesia, 
radiology and pathology, have limited 
opportunities to conduct these financial 
reviews because many services are not 
clearly defined prior to the delivery of 
care.  A surgical patient may be under 
anesthesia longer than expected due to 

complications, or may need intraopera-
tive x-rays or a pathology report.  These 
patients may be unwilling to pay for 
additional services that exceed original 
estimates. 
 In an attempt to manage the revenue 
cycle, hospitals have developed revenue 
cycle management processes that focus 
on getting a clean claim to the carrier for 
processing.  Some organizations focus 
on ensuring that claims are processed in 
a timely manner and that patients with 
high deductibles are processed when the 
carrier, rather than the patient, is respon-
sible. This process was highly effective 
several years ago, when average deduct-
ibles were relatively low.   As deductibles 
have risen, some providers have begun 
holding charges for longer periods, 
hoping to receive payments from carri-
ers.   This strategy has led to a practice 
among many providers of sending claims 
to patients much later in the billing cycle 
following the delivery of services—a 
practice that has led to patient complaints 
and increases in dissatisfaction.  Billing 
company professionals, hospital adminis-
trations and group practice management 
staff have been carefully reviewing 
data and payment patterns in order to 
adapt to the changing environment and 
develop effective strategies.

ConClusion

 In conclusion, hospitals and provid-
ers have had to change their billing and 
collection practices to adapt to major 
changes in the health plan market.  More 
Americans are insured, but more are 
carrying HDHPs.  The shift of more 
financial responsibility to patients has 
led more patients to defer care in order 
to avoid out-of-pocket costs and has 
increased bad debt among hospitals and 
providers. 

 The provision in the ACA for a 
“Cadillac tax” penalizing employer-
sponsored plans likely would force more 
employers to offer HDHPs in order to 
avoid the tax.  However, president-elect 
Trump’s promise to repeal the ACA 
has lessened the likelihood of that tax 
becoming a reality.  Are we looking 
at another 2,000-page document to 
replace the 2,000-page document that we 
currently have?  Rest assured that what-
ever the lawmakers in Washington draft, 
it will be a journey into the unknown.  As 
healthcare professionals, we will be chal-
lenged to create a process that ensures 
payment from insurers and patients.  As 
Larry Levitt, a senior vice president at 
the Kaiser Family Foundation, said in the 
Washington Post:  “The Affordable Care 
Act, enacted in the spring of 2010 with 
virtually no GOP support, is a 2,000-page 
statute that has ushered in the broadest 
changes to the healthcare system in  half a 
century. With Trump’s election, the ACA 
as we know it would seem to be toast.”
 Only time will tell whether this will 
happen, and if it does, what the replace-
ment package will look like. 
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4 American Hospital Association, Uncompensated 
Hospital Care Cost Fact Sheet, January 2016, 
http://www.aha.org/content/16/uncompensated-
carefactsheet.pdf
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eleCtRoniC MediCAl ReCoRds in 
AnesthesiA: who will BeneFit 

And how? 
Jody Locke, MA

Vice President of Anesthesia and Pain Management Services 
Anesthesia Business Consultants, Jackson, MI

 The concept of automating the anes-
thesia record has intrigued academicians 
for decades. Some of the early versions 
of software packages for computer-based 
record keeping were quite complete 
and impressive despite the technology’s 
limitations during the 1980s and 1990s. 
A number of companies made signifi-
cant investments in the various software 
options. There was only one problem: 
they simply were not selling. 
 While the proponents’ arguments 
could be compelling, there was no 
demand.  The solution was way ahead of 
its time, and it would take a combina-
tion of regulatory initiatives and market 
changes for the time to be right. Even 
now that market conditions are more 
favorable, implementation continues to 
be a slow and ponderous process. Under-
standing why this is sheds light on the 
fundamental challenges of implementing 
any meaningful change in the American 
healthcare system.

t h e  o R i g i n s  o F  A u to M At e d 
AnesthesiA ReCoRd keePing

 It is not hard to understand what 
motivated the early innovators. Anes-
thesia record keeping has remained an 
arcane and manual process that relies 
on the provider to capture and record 
a wide array of data trails. The first 
paper records were developed in the 
1890s and remain little-changed. Unlike 
the surgeon’s operative report, which 

provides a narrative description of the 
surgery, the anesthesia record is designed 
to document not only what was done to 
a patient during the surgical experience 
but also how the patient responded. Even 
a cursory review of a completed record 
makes one wonder if there is a meaning-
ful correlation between what actually 
happened in the operating room and 
what got documented. Not only is much 
of the information filled in after the fact 
from memory, but as the writer of the 
history of the case, the anesthesia provid-
er will tend to write the story based on 
how it ended and discount any adverse 
events or inconsistencies that may have 
occurred during the case. 
 Not only are anesthesia records 
an imperfect form of record keeping 
of a reasonably complex interaction of 
surgical procedure and pharmacological 
management, but they are also a poor 
tool for research and analysis. The details 
and data elements are captured in a 

format that is impossible to review except 
by means of a tedious manual audit. If 
one wanted to compare aspects of case 
management for a given surgical proce-
dure one would have to identify, pull and 
review a sample of records prepared by 
different providers, which would prove 
incredibly time-consuming and which 
would probably reveal more inconsisten-
cies in record keeping than in clinical 
care. Not only is most physician hand-
writing nearly illegible, but often what is 
being reviewed are carbon copies which 
are even harder to interpret.
 As the anesthesia record has evolved, 
it has become a significant document on 
a number of levels. Initially designed as a 
medical record and communication tool, 
it has become a medical-legal document 
that may be used to demonstrate that 
standards of care were met in the care 
of patients who may have had adverse 
outcomes. As the specialty has striven to 
improve the quality of care provided, the 
details of the anesthesia record have come 
to be useful for a variety of quality assur-
ance projects. Increasingly, the template 
is intended to ensure that critical details 
of intraoperative management are consis-
tently monitored and recorded. The 
American Society of Anesthesiologists 
(ASA) has played a key role in defining 
the categories of information that should 
be documented for each case. In many 
ways the anesthesia record is a reflection 
of the evolution of the specialty. 
 

Continued on page 24
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What the early developers of anesthe-
sia record-keeping software saw was a 
significant opportunity to use technology 
to accomplish what they believed were 
three notable shortcomings of standard 
anesthesia record keeping:

• Lack of consistency and legibility 
in the way the anesthetic experi-
ence was being documented;

• Inconsistency in the way in which 
physiological data was captured 
and recorded; and

• A general inability to review and 
research clinical trends.

 It was not until the 1980s that the 
first automated anesthesia record systems 
appeared on the market. One of the first 
was CompuRecord, which is still available 
today from Philips. Computer technology 
provided a ready solution to what many 
perceived as a significant problem. A 
computer could do something the human 
brain could not: integrate a significant 
amount of data into a clearly legible format 
that could be saved in a digital format. 
 The creation of the actual record 
starts with an extract from the scheduling 
software that includes the patient name, 
date of service, scheduled procedure 
and preoperative diagnosis. This basic 
information is then supplemented with 
notes from the preanesthesia assessment 
and the anesthesia plan. Details of the 
case are captured in real-time via digital 
interface to the monitors. Buttons prompt 
the provider for standard services, which 
make the record keeping much easier and 
more consistent than a paper record. At 
the end of the case, the provider has an 
opportunity to review the details before 
closing the record. The result should be 
a true and accurate record. As computer 
technology improved, more features kept 

being added to make the input easier and 
the output more complete. The inclusion 
of touchscreen technology represented a 
huge leap forward.
 One of the main features of these 
automated records was their ability to 
facilitate compliance with arcane billing 
regulations. The need to document that 
an interscalene block was performed for 
the purpose of postoperative pain and 
at the request of the surgeon could be 
achieved with the click of a button. Such 
records also held the potential to allow 
providers to make critical coding deci-
sions at the time of service. Most systems 
included a combination of hard and 
soft stops to remind providers of critical 
pieces of information.  
 The concept appealed to a wide 
variety of practices but the reality did 
not live up to providers’ expectations. 
Interfacing with hospital information 
systems to capture the demographic and 
scheduling details often proved prob-
lematic. There were similar problems 
capturing the digital output from the 
monitors. Databases were not always easy 
to manage and mine.   

P R o v i d e R  C o n C e R n s  A B o u t 
AutoMAting AnesthesiA ReCoRd 
keePing

 For many years the development 
of automated anesthesia systems was a 
cottage industry that attracted anesthe-
sia providers with a particular interest 
in software development. Some of the 
systems were adopted by companies, such 
as Philips, that sold anesthesia machines, 
but many were essentially homegrown, 
stand-alone systems. Most anesthesia 
providers recognized the paper record’s 
limitations, but there did not seem to be 
a viable alternative, and most anesthesia 
providers tended to dismiss the limited 
offerings out of hand. However logical 
and attractive an automated record 
might seem, the challenge of creating a 
system that would work in every operat-
ing room to capture all anesthetics was 
overwhelming.
 An informal poll  of anesthesia 
providers would have identified three 
main concerns. The potential for arti-
fact in records was a major concern. 
Suppose a surgeon were to lean on the 
blood pressure cuff during the case. The 
resulting uptick in blood pressure would 
be ignored in the manual record but be 
captured by the automated record. The 
resulting record might indicate a situ-
ation to which the anesthesia provider 
should have responded. Imagine if there 
were an adverse outcome.  Artifact in the 
record might be difficult to explain. 

 The flipside of this argument suggest-
ed that since most manual records are not 
true reflections of what happened during 
the case, they would make automated 
records look problematic. Anesthesia 
had enjoyed the power of the pen in its 
record keeping for so long that there was 
considerable resistance to losing control. 
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Even though most programs allowed 
the provider to modify or edit the data 
displayed on the record, this argument 
continued to be a popular theme of resis-
tance to automation.
 For those inclined to buy into 
conspiracy theories, the debate over 
automated anesthesia records was fertile 
ground. What was the point of capturing 
all the details of each anesthetic if not to 
impose clinical standards on individual 
providers? Anesthesiologists were quick 
to point out that anesthesia is a specialty 
that does not lend itself to “cookbook 
medicine.”
 Meanwhile, the biggest obstacle to 
automated records was the price tag. 
A typical system could cost as much 
as $40,000 per anesthetizing location, 
which was far beyond the budget of most 
anesthesia practices. Ultimately, then, the 
decision lay in the hands of the hospital, 
which also had little reason to make such 
an investment.
 And so for years, the automated 
anesthesia record industry sputtered 
along. A number of companies would 
bring impressive offerings to the ASA 
annual meeting each year, but when 
asked, they all had to admit there were 
very few working installations. Automat-
ing the anesthesia record was a concept 
whose time had simply not come.   

RegulAtoRy iMPetus to iMPleMent 
eleCtRoniC MediCAl ReCoRds

 There is  a popular saying that 
sometimes the way to solve a problem 
is to create a bigger problem. This was 
the case with anesthesia record keeping. 
The solution to the challenge of financ-
ing the implementation of a full suite 
of automated anesthesia records came 
only when hospitals had to implement 
electronic medical records (EMRs) for 
all services. As one might have expected, 
even though the initial offerings of the 
enterprise solution companies were not 

the ones preferred by anesthesia provid-
ers, the more systems that companies like 
Epic and Cerner installed, the better their 
systems got.
 Legislation laying the groundwork 
for the encouragement of the use of 
EMRs can be traced back to President 
Clinton’s signing of the Kennedy-Kassen-
baum bill into law in August 1996, a bill 
that would subsequently be referred to 
as the Health Insurance Portability and 
Accountability Act (HIPAA). This legis-
lation laid the foundation for standards 
for the transmission of healthcare data 
and created a framework for the protec-
tion of protected healthcare information 
(PHI). These were necessary first steps 
on the path to a world where details of 
a patient’s care could be safely captured 
and transferred via the worldwide web.
 In June 2004, President George W. 
Bush signed an executive order to provide 
federal leadership and national imple-
mentation of an interoperative EMR 
system by 2014. His order established 
the Office of the National Coordinator 
for Health Information (ONC) to lead 
efforts in health information technology 
(HIT). These actions clearly envisioned 
an evolution of what was primarily 
paper-based medical record keeping to 
an electronic format. While a variety of 
systems were being worked on, the most 
notable of which was being developed 

by the Veterans Administration (VA), 
this order clearly envisioned being able 
to develop national standards so that 
various systems could communicate with 
each other.
 Proponents of this process argued 
that the creation of a national database 
of healthcare data would create a system 
that would allow patients to have better 
access to their own healthcare informa-
tion and participate in the management 
of their own care, as well as:

• Improve the quality of care by 
reducing unnecessary and inap-
propriate testing and errors;

• Reduce clinical paperwork;

• Give healthcare providers better 
access to patient chart data in a 
standard format;

• Improve record keeping for more 
efficient and accurate billing; and

• Drive down the cost of healthcare 
in the United States.

 Because it was clearly understood 
that the implementation of the necessary 
technology would require an investment 
of both money and resources, a series of 
incentives were envisioned to encourage 
the meaningful use of HIT. Over time, 
the use of the term “meaningful use” took 
on a life of its own to describe the various 
phases and aspects of the transition to an 
era of electronic medical record keeping 
in healthcare.
 The next step in the process came 
in 2009 when President Barack Obama 
signed the Health Information Technolo-
gy for Economic and Clinical Health Act 
(HITECH) into law. HITECH authorized 
the ONC to develop HIT to facilitate 
EMR implementation. The law also 
envisioned providing grants and loans 
to healthcare providers, hospitals and 
other healthcare entities to implement 
HIT. Most providers in anesthesia have 



been actively responding to the various 
phases of implementation related to this. 
They know them as PQRS, meaningful 
use, QCDR and MACRA, all distinct 
programs to encourage HIT adoption.
 Navigating the changing guidelines 
and regulations has been no small feat. 
Most practices have had to expend 
considerable time and effort to comply. 
Increasingly, each new program provides 
financial incentives and penalties for 
compliance and noncompliance. It is safe 
to say that when one looks at the details 
of each year’s plan, to the extent that it is 
actually defined in the regulations, it is 
easy to lose sight of the intent of the law. 
 One of the fundamental challenges 
of implementing any change in the 
American healthcare economy is human 
behavior. There is an inherent inertia 
in healthcare protocols. Change tends 
to come slowly.  Much of what we are 
seeing in the unfolding of the meaning-
ful use strategy is public policymakers 
playing chess with healthcare providers. 
However, meaningful use started long 
before “Obamacare” and will, no doubt, 
persist well into the next administration.

the ReAlity oF iMPleMentAtion

 As a result of these developments, the 
implementation of anesthesia EMRs has 
been gaining momentum. Careful observ-
ers of this process, such as Anesthesia 
Business Consultants (ABC) (which is 
currently working with dozens of clients 
who have either just implemented an 
anesthesia EMR or who are in the process 
of doing so) note every implementation 
process has to overcome and address two 
common misconceptions about EMRs. 
 When a hospital or anesthesia prac-
tice selects a system from a qualified 
vendor, such as Epic or Cerner, two of the 
most common vendors, there is a tenden-
cy to think that such well-established 
firms have developed a comprehensive 
solution that can easily accommodate the 
average anesthesia practice. This is simply 
not the case. Despite the systems’ features 
and functionality, few installations do 
not involve considerable modification. 
Nowhere is this more evident than in 
the implementation of anesthesia EMRs. 
Knowing this need for customization, 
ABC developed a dedicated team of 
EMR specialists to guide clients through 
the implementation process. The team’s 
mantra:  “If you have seen one Epic/
Cerner implementation, you have seen 
one Epic/Cerner implementation.”  
 Anesthesia practices have a precon-
ceived notion that the EMR will simplify 
record keeping and streamline the submis-
sion of charge data to the billing company. 
Vendors often tout the potential for a 
direct electronic interface, but the reality 
is otherwise. Virtually no anesthesia 
practice with an EMR is able to rely on an 
electronic interface to transmit all cases 
from clinical venue to billing system. 
Most coding for practices using EMRs 
is done based on a manual review of a 

digital pdf of the anesthesia record. The 
notion that an EMR will expedite charge 
submission is a fallacy. The implementa-
tion of most Epic anesthesia systems, for 
example, requires a three- or four-day 
hold on charges to ensure completeness of 
batches.
 The selection process complicates 
these basic challenges.   Few anesthesia 
practices actually choose the system they 
will be forced to accept. In most situa-
tions, the facility picks the system, and 
the facility’s goals and objectives rarely 
align with those of the anesthesia practice. 
What most facilities want is an enterprise-
wide solution that can accommodate all 
medical specialties and services; the anes-
thesia record option is often little more 
than an afterthought. 
 This is why the implementation 
process for anesthesia is so challenging—
and so critical for success. Any anesthesia 
practice contemplating the implementa-
tion of an EMR should ask the following 
questions: 

• To what extent will the proposed 
solution accommodate all aspects 
of the practice’s services?

• How will providers get trained 
and what kind of support will they 
receive?

• How will the interface to the hospi-
tal and its scheduling program 
work?

• Will the provider have the ability to 
readily edit the details of the surgi-
cal procedure and the postoperative 
diagnosis?

• How will rules for hard and soft 
stops in record keeping be defined?

• What is the process to confirm that 
all cases are captured and transmit-
ted to the billing office?
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• Who will be responsible for assign-
ing billing codes, the provider at 
the site of service or the coder in 
the billing office?

• Who owns the anesthesia data and 
how easy will it be for the depart-
ment to mine its clinical database?

• How will requests for software 
modifications be handled?

 This last question can be a major 
issue. When a hospital picks a system and 
enters into a contract with the vendor, 
it is usually based on a limited budget. 
The anesthesia department’s functional 
requirements must be agreed to up front.  
Anesthesia must be involved early and 
interact regularly with the developer 
and vendor. To facilitate this process, the 
ABC EMR team has developed an exten-
sive list of features and functionalities 
essential for most practices. 

t h e  F u t u R e  o F  A n e s t h e s i A 
eleCtRoniC MediCAl ReCoRds

 Clearly, the time has come for EMRs 
in anesthesia. Before long, any practice 
that has not implemented an EMR 
will be considered a dinosaur. As the 
percentage of anesthesia practices with 
automated records increases, the state 
of the industry improves. Each version 

of each system offers more user-friendly 
features and functionality. There is no 
doubt about it: just as banks did away 
with tellers for most transactions, so too 
most practices are slowly eliminating the 
paper anesthesia record. An anesthesia 
resident graduating now may never 
complete a paper record.
 A review of the initial objectives of 
meaningful use yields a rather disap-
pointing scorecard. It is not clear that the 
implementation of EMRs in anesthesia 
has had any meaningful impact on the 
quality of care provided, which has 
been impressive for years. Maybe some 
facilities have made improvements in the 
consistency of care. Probably, though, the 
real impact of EMRs in anesthesia will 
not be measured in improvements in the 
quality of care, but rather, in the estab-
lishment of quality benchmarks. How 
much can we reduce the cost without 
impacting the quality?
 EMRs were supposed to reduce clini-
cal paperwork. By this measure, EMRs 
have been a success, because they capture 
considerably more data than was ever 
captured in a paper environment. But 
meaningful use has also forced providers 
to worry about and document many more 
data elements than they ever had to before.
 There is no question that EMRs 
provide greater access to details of a 
patient’s medical history. This is clearly 
one of the biggest selling points. Details 
of previous surgeries, evaluations and test 
data are now readily available to anesthe-
sia providers online. It is in the areas of 
record keeping and billing accuracy and 
efficiency that EMRs have failed to meet 
expectations. To calculate billing charges, 
anesthesia coders now routinely review 
20-page pdfs rather than one-page paper 
anesthesia records. Integrating arcane 
billing rules  into the EMR has been 
almost unresolvable. Additional days 
typically have to be added in the charge 
capture process to ensure that nothing 
gets missed. 

 All of which raises the question of 
whether EMRS have had any impact 
on healthcare costs. So far, there is little 
evidence that they have. In fact, the 
evidence suggests they have simply added 
a layer of expense to an already expensive 
system.  
 And so we are left wondering what 
has been accomplished. So many prac-
tices now have state-of-the-art record 
keeping but what has it gotten them? It 
is like having more than 100 cable chan-
nels but nothing worth watching. These 
systems are capturing a lot of data but 
there does not appear to be any more 
knowledge. All the expense and time that 
has been invested to get the specialty to 
this level of automation is probably just 
the end of the implementation phase. 
Now that the specialty has its new tools, 
it has to figure out how to use them effec-
tively to achieve the original goals of the  
initiative.   
 There is a business saying that you 
cannot manage what you do not measure. 
However imperfect they may be, EMRs 
have provided much better and more 
complete management tools. They provide 
a mechanism to capture more data more 
efficiently than ever before. The questions 
now are what to do with this data, how to 
validate it and how to analyze and apply it.  
Much work remains to be done to make 
meaningful use truly meaningful. 
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TelePREOP is the first and leading provider of telemedicine solutions suited 
to manage the complex workflows associated with the pre-surgical clinical 
environments. It is designed to streamline the process between surgeons, 
hospitals, ASCs and anesthesia.

TelePREOP leverages an industry leader in the technology platform we selected, 
ePREOP. TelePREOP can engage all Hospital Information Systems that power 
your healthcare facilities without the overwhelming burden of implementation. 
The system is already deployed within our environments and allows you to 
decide to the level of integration thus reducing the time to implementation. 
Additional information is available on the website at www.TelePREOP.com.

Date Event Location Contact Info
January 9-12, 2017 J.P. Morgan 35th Annual Healthcare 

Conference 2017
Westin St. Francis Hotel
San Francisco, CA

https://www.jpmorgan.com/country/US/en/
jpmorgan 

January 21-22, 2017 American College of Perioperative Medicine
Interdisciplinary Conference on Orthopedic 

Value Based Care

Island Hotel Newport Beach
Newport Beach, CA

https://opensource-med.org/ 

January 23-27, 2017 California Society of Anesthesiologists
2017 Winter Anesthesia Conference

Hyatt Regency Resort and Spa
Maui, HI

https://www.csahq.org/continuing-medical-
education/events/details/2017/01/23/cme-events/
csa-2017-winter-anesthesia-conference 

January 27-29, 2017 American Society of Anesthesiologists
Practice Management 2017

Gaylord Texan Resort
Grapevine, TX

http://asahq.org/practicemanagement  

February 11-12, 2017 Arizona Society of Anesthesiologists
43rd Annual Scientific Meeting

Hilton Scottsdale Resort & Villas
Scottsdale, AZ

http://www.az-anes.org/annualmeeting/2017/
annualmeeting.html 

February 19-23, 2017 Healthcare Information and Management 
Systems Society 

2017 Conference and Exhibition

Orange County Convention Center
Orlando, FL

http://www.himssconference.org/ 

February 24, 2017 McDermott Will & Emery’s 
2017 ASC & Physician Practice Management 

Symposium

Fontainebleau Miami Beach
Miami Beach, FL

https://www.mwe.com/en/thought-leadership/
events/2017/02/2017-asc 

March 11, 2017 Michigan Society of Anesthesiologists 
62nd Annual Scientific Session

Royal Park Hotel
Rochester, MI

https://www.mymsahq.org/Events/
AnnualScientificSession.aspx 

March 25, 2017 Washington State Society of Anesthesiologists
2017 Spring Scientific Meeting

Bell Harbor International 
Conference Center

Seattle, WA

http://www.wa-anesthesiology.org/index.
php?option=com_mc&view=mc&mcid=72&event
Id=519436&orgId=wassa 

April 17-20, 2017 Becker’s Hospital Review 
8th Annual Meeting

Hyatt Regency
Chicago, IL

http://www.beckershospitalreview.com/conference/ 
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