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FROM THE EDITOR
“No Margin, No Mission” Is Too Simplistic

The modern hospital grew from public nonprofit institutions, such as almshouses,
that provided charity care to the ailing poor. It wasn’t until the twentieth century that
chains of for-profit hospitals made their debut in the U.S. Now, according to the
American Hospital Association’s 2010 survey data, more than a third of community
hospitals in the U.S. are for-profit [1]. The changing face of the American hospital
has led to significant questions about what the role of a hospital is and should be. Is a
hospital a business, focused on profit margins and the bottom line? Or is it a mission-
driven public resource, working to improve the health of a community? And are
these two roles as diametrically opposed as they seem at first glance? The response
to these questions is often “no margin, no mission”—in other words, if a hospital
doesn’t make enough money to keep its doors open, its higher purpose is moot—but
this is too simplistic a view to take of the inherent tension between hospitals as
businesses and hospitals as a form of public service.

In this issue of Virtual Mentor, we explore this tension in the context of a changing
economic landscape in the U.S. With the advent of health care reform and an
increased national focus on hospital costs, the way that both for-profit and nonprofit
hospitals operate is changing: they are reevaluating their existing business practices
in order to survive and thrive. As the authors of this issue describe, this has far-
reaching implications for patient care, hospital organization, physician autonomy,
and medical ethics.

Hospitals have important relationships with three key stakeholders: their customers
(patients), their employees (hospital staff and, increasingly, physicians), and their
shareholders (board members, in the case of private hospitals, and the community, in
the case of public hospitals). This month’s case commentaries focus on different
aspects of these stakeholder relationships. Shivan Mehta, MD, MBA, and David
Asch, MD, MBA, explore the case of a physician employed by a hospital, who is
unsure about her own autonomy when the CEO publishes physicians’ ordering
information by cost. Chuck Peck, MD, an expert in physician-hospital joint ventures,
provides another point of view in a separate commentary. Susan Dorr Goold, MD,
MHSA, MA, examines the ethics of altering the so-called standard of care to spare a
patient high hospital fees. In the final case commentary, Richard Thompson, MD,
discusses the ethics of giving perks to wealthy patients as a way to garner
philanthropic donations from grateful patients. Can the hospital/employed physician
relationship work for the benefit of both parties and patients, too? Faith Lagay, PhD,
reviews a 2012 journal article by hospital administrator David M. Belde who
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believes it can, as long as the relationship is built on “socially directed” ideals shared
by the medical profession and health care organizations.

The health care reform debate has led to an increased awareness of the cost of
medical care and different ways to address these costs. Neel Shah, MD, gives an
overview of how costs have become so high and how Cost of Care’s Teaching Value
project aims to help health care professionals master the complex cost landscape. In
the medical education section, Stefan Timmermans, PhD, and Hyeyoung Oh describe
the effects that an increased focus on hospital inpatient costs is having on medical
education, given that medical students are trained on the wards. In the state of the art
and science section, Devan Kansagara, MD, MCR, Brian Chan, MD, MPH, David
Harmon, MD, and Honora Englander, MD, take a hard look at care transitions, an
area that has been a focus of health care reform efforts. Cristie M. Cole, JD, reviews
the effects of the Affordable Care Act on self-referral to physician-owned hospitals,
previously suspected of driving costs up. Self-referral is also covered in this month’s
excerpt from the Code of Medical Ethics.

Accountable care organizations, or ACOs, are hospital or health system
collaboratives that explicitly tie health care outcomes and cost reductions to
physician reimbursement. ACOs already exist in the U.S., and many people have
suggested that they are a perfect way to simultaneously achieve the dual goals of
improving health care quality and reducing health care costs. However, as with any
new development in hospital management or technology, there are ethical issues that
need to be considered. Matt DeCamp, MD, PhD, writes an article in the policy forum
section detailing some of the ethical considerations ACOs confront. In a medical
narrative, Matthew McNabney, MD, gives guidance to physicians who will need to
adapt to work in ACOs.

As the business of medicine continues to evolve in the U.S., and as more and more
doctors become hospital employees, it will be increasingly important for physicians
and future physicians to fully understand the environments in which they work. It
was a pleasure and honor to work on this issue of Virtual Mentor, which I hope will
serve as a resource as we navigate this changing landscape.

Alessandra Colaianni

MS-3

Johns Hopkins University School of Medicine
Baltimore, Maryland
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ETHICS CASE
Is the Standard of Care Always Worth the Cost?
Commentary by Susan Dorr Goold, MD, MHSA, MA

Mrs. Howard was writhing in pain on the paper-covered bed in the emergency room.
She clutched her abdomen. “Yes, I’ve had this pain in the past,” she said to Dr.
Murphy, the resident taking her history. “I know | have gallstones. My right side
usually aches after | eat greasy foods, but it’s never been this bad before.”

“Okay,” said Dr. Murphy, after performing the physical exam. “I’m almost certain
that you have cholecystitis, but we’ll order an ultrasound just to confirm. Most
likely, we’ll start you on some antibiotics and fluids until the inflammation goes
down, and then we’ll take the gallbladder out with surgery.”

“Wait a minute,” said Mrs. Howard, sitting up in bed. “I’m on a health savings
account, and I haven’t spent my deductible yet. Can we just go ahead with the
antibiotics and fluids and skip the ultrasound? We already know | have gallstones, so
this test is just taking money out of my pocket.”

When Dr. Murphy went to discuss Mrs. Howard’s case with his attending, he asked
whether they could skip the ultrasound due to Mrs. Howard’s finances.

His attending wasn’t pleased. “The standard of care in this hospital is to get a
confirmatory ultrasound,” she said, “regardless of the patient’s preference to not
spend $200 out of her HSA. If you start changing the way you treat patients based on
their payment preferences, you’re in dangerous territory.”

“We’re not denying her care or skipping a crucial step because she’s unable to pay,
or because we’re trying to cut costs for the emergency room,” Dr. Murphy argued.
“We’re just trying to save her money. We could see it as part of acting her best
interests.”

The attending fired back, “You know, failing to meet the standard of care feels better
when it’s to directly benefit a patient, but the bottom line is, you need to be
consistent about the way you practice medicine. The cost of a test shouldn’t enter
into your thinking when you’re trying to diagnose a patient—especially not when
there’s a standard of care to be followed. You’re a doctor, not her accountant.”

Commentary

“The standard of care.” That phrase, used often in medicine, warrants a close
inspection.

104 1irtual Mentor, February 2013—Vol 15 www.virtualmentor.org



The standard of care. Use of “the” rather than “a,” “our,” or “my” provides a sense of
absolutism, an implicit claim that there is only one. Certainly there are some clinical
situations in which the evidence of benefit from a particular intervention is so
overwhelming (aspirin after heart attack, say) that exceptions should be few and far
between and for very good reasons (aspirin-sensitive asthma, say). And there are
many medical situations in which evidence favors a particular course of action for
the usual patient, but exceptions are easier to justify because the evidence is more
questionable (perhaps an intervention studied in adults younger than 65 being
applied to a 66-, or 76-, or 86-year-old). There are other medical situations in which
the benefit, even if well established, is small enough to readily justify exceptions to
“the standard.” In the case described, to assert that an ultrasound is the (only)
standard of care, one would have to claim not only that unquestionable evidence
confirms that ultrasounds are needed to diagnose acute cholecystitis but also that,
even in a patient with known gallstones and a history and physical exam consistent
with “almost certain” cholecystitis, an ultrasound provides essential and substantial
benefit.

The standard of care. There is a suggestion of fairness in the idea of standardization,
of treating like cases alike. When treating individual patients, however, doctors need
to individualize care recommendations based on a unique history, personality, and,
yes, economic context. This patient may differ from the usual patient presenting to
the emergency department with suspicion for cholecystitis, since she has known
gallstones and typical symptoms and signs. As for considering cost, most doctors
have cared for uninsured, a.k.a. “self-pay,” patients and have faced requests for
cheaper medications, more limited testing, and less frequent doctor visits. Likewise
we have seen patients with ample resources who request unnecessary services (e.g.,
antibiotics for viral sore throat, unnecessary x-rays).

When the benefit of a recommendation is well proven and substantial, doctors try to
persuade reluctant payers that an intervention is worth the cost. Sometimes that payer
is the patient (e.g., my uninsured patient with chest pain who did not want to incur an
emergency room bill), sometimes it is an insurer (e.g., for coverage of a
nonformulary medication when formulary options don’t work), and sometimes
someone else faces the cost (a hospital with an uninsured inpatient, a colleague asked
to consult). We make judgments about the need, about the anticipated benefit, all for
individual, not standardized, patients.

There are few situations in which the standard of care is so clear-cut as to preclude
any judgment by the physician. We decide all the time how urgent something is—
does this patient need an ambulance or just a ride to the ER; can this one wait for a
routine appointment or does he need to be seen today, this week, this minute? These
are judgments about need—and the willingness to consider the degree of need (not
just the standard of care) when asking a patient (or someone else) to spend money
requires the same sort of judgment.
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Standards also refer to integrity, to a moral and ethical code. Physicians’ primary
ethical obligation is to protect and promote the well being of individual patients [1].
At times that may entail persuading a patient to dip into his or her health savings
account or wallet to enable him or her to receive the needed care. At other times it
may mean recognizing that patients’ preferences and values include nonmedical
considerations; not just out-of-pocket cost but timing of an intervention, location, or
other features. This has the added benefit of strengthening the patient-physician
relationship: by taking into account patients’ nonmedical preferences, we indicate to
patients that we recognize them as something other than their conditions, and that we
will treat them as individuals.

The standard of care. Without talking to this patient, putting my hands on her
abdomen, and seeing her previous diagnostic evaluation, | couldn’t say whether the
physician should persuade her that an ultrasound is worth the cost. I can say, to quote
Francis Peabody, “the secret of the care of the patient is in caring for the patient” [2],
words as true today as they were in the early twentieth century, before ultrasounds
became the standard of care for diagnosing acute cholecystitis.

References
1. American Medical Association. Principle VI. Principles of Medical Ethics.
https://www.ama-assn.org/ama/pub/physician-resources/medical-ethics/code-
medical-ethics/principles-medical-ethics.page. Accessed January 10, 2013.
2. Peabody FW. The care of the patient. JAMA. 1927;88(12):877-882.
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ETHICS CASE

The Physician as Hospital Employee

Commentary by Shivan Mehta, MD, MBA, David A. Asch, MD, MBA, and Charles
A. Peck, MD

Dr. Gowen sighed as she sat down in the physician’s lounge to go through her
accumulated e-mail. “Good grief, 50 unread e-mails in 8 hours?” she said to her
colleague, Dr. Hassan, who was sitting next to her. He rolled his eyes.

“l know,” said Dr. Hassan. “I love this hospital but the number of “all-employee’ e-
mails is overwhelming.” Suddenly he drew in his breath. “Have you seen this?”

Dr. Gowen peered over his shoulder at a spreadsheet sent out by the hospital’s CEO
that listed the average monthly ordering costs for each physician on staff, by name,
including lab requisitions, prescriptions, and diagnostic tests. She scrolled up to find
a perfunctory introduction about trying to “do what we can” to cut costs. “Are they
serious?” she said incredulously. “They’re trying to shame us into ordering less?”
She flipped back to the spreadsheet and reddened when she saw her name. Her
monthly costs were among the highest in the hospital.

“Looks like you’ve got some explaining to do,” joked Dr. Hassan. Dr. Gowen
laughed, but her mind was racing. She didn’t think that her patients were sicker or
had more complicated medical problems than the patients of her peers, and she
trusted her clinical judgment—she had often been praised for her acumen in knowing
what tests to order to clinch a difficult diagnosis. She certainly didn’t order tests that
she thought were unnecessary or “just in case.”

She started to fire off an e-mail to the administration voicing her concerns, but then
stopped. At her former practice, a physician-owned office, she would have brought
the issue up with her partners and they would have discussed it together. But now,
she was one of many salaried physicians on staff—did she want to come off as a
difficult employee? Did she have the clout to refuse to comply? Uneasy, she signed
out of her computer and packed up to go home.

Commentary 1

by Shivan Mehta, MD, MBA, and David A. Asch, MD, MBA

More than half of all practicing physicians in the United States are employed by
hospitals or health delivery systems [1]. This trend towards the physician as
employee has been ongoing, recently driven by changing reimbursement models,
regulatory requirements, and perhaps an increased emphasis on work-life balance on
the part of new physicians, who seem to favor work flexibility and administrative
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simplicity. While the physician’s clinical and ethical responsibilities to patients
remain the same, employment adds a practice management stakeholder, and often
these new practice management structures have financial interests that are different
from those of physicians who own their practices. These new arrangements
reintroduce old questions in a new context: What are the physician’s roles in
balancing clinical duties with the financial demands of an ongoing practice? How
much transparency is right, and which parties should see what information? These
questions are fundamentally important to the new physician employee, but we
suggest that they reveal tensions that have always been present. As newly structured
health care organizations implement policies to address these tensions, implementing
and structuring them well on ethical foundations will be essential.

The fundamental ethical issue is whether a physician can advocate for the patient if
he or she is also expected to think about the personal and societal financial
implications of treatment decisions. The patient-doctor relationship entails certain
expectations, and the physician has a fiduciary duty to advocate for the patient’s
well-being. Does this mean that the physician should not consider the patient’s
individual costs when making medical decisions? Probably few would hold such a
view—after all, patients often bear significant personal cost for health care through
copayments, deductibles, co-insurance, and noncovered care. Patients care about
their cost and their health, and good advocates ought to consider both.

But should the physician consider societal costs when making medical decisions?
Physicians today typically do consider societal cost when making individual
decisions [2, 3], but perhaps not as much as they should. Normatively, physicians
ought to act as stewards of societal resources, since not doing so leads to limitless
expenditures that no one would want, individually or collectively [4]. Moreover,
what appears to be societal cost is often indirectly linked to individual cost,
inasmuch as high health care costs generally put downward pressure on wages,
which compete for health care spending as parts of total employee compensation, or
downward pressure on other goods or services provided by the public sector [5].

These principles of stewardship are often made explicit, for example, in the
American College of Physicians Ethics Manual statement: “Parsimonious care that
utilizes the most efficient means to effectively diagnose a condition and treat a
patient respects the need to use resources wisely and to help ensure that resources are
equitably available” [6]. But responsibilities to individuals and to society can be at
odds, and there is no satisfying way to reconcile these conflicts. That is one reason
why this case, in its various forms, is so timeless.

Hospitals and practice plans face similar conflicts, and those conflicts became more
explicit in the mid-1980s, when prospective payment was introduced for Medicare
hospitalizations and managed care practices increased financial tensions associated
with clinical care in other settings. And new payment models may create more
provider financial risk; for example, the Medicare Value Based Purchasing initiative
will be using Medicare spending per beneficiary as a measure of hospital efficiency
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of care [7]. Each of these systems is designed so that physicians, clinics, and
hospitals feel the cost consequences of treatment decisions—consequences that in
the past were considered to be borne only by society. For those reasons, it is not only
within the scope of hospital operations to encourage efficient use of resources, it is
also a societal obligation—as long as efforts to reduce cost are balanced with quality
care goals. Stating such principles abstractly, however, provides no guidance on how
such balance is to be achieved, or even what optimal balance means. And of course
there is considerable inconsistency in how Medicare, for example, faces these social
concerns: on one hand, the prospective payment system is deliberately designed to
reduce the cost of inpatient care; on the other hand, Medicare itself is statutorily
prohibited from considering costs in its coverage decisions.

So, what about Dr. Gowen? In this case, the tool that is used to promote cost
consciousness by physicians is a list sent out to the hospital medical staff. As a
promoter of cost containment, such a list provides feedback to individuals about their
ordering styles, comparison with peers, and public pressure. Measurement and
feedback are cornerstones for improvement, so their use is not controversial in this
case. Indeed, one might instead criticize organizations that do not provide this sort of
information. It establishes baselines and benchmarks, and it is the kind of
information individuals can’t easily collect for themselves but organizations can.
Would you want to be the kind of physician who did not want this information?
Would you want your doctor to be the kind of doctor who did not want this
information?

But there are at least three other elements to this situation that give reason for pause.
First, the feedback wasn’t just disclosed to Dr. Gowen but was also distributed to her
colleagues. Making the data transparent provides the potential to use peer pressure
and *“shaming” on the physicians. These approaches are not unprecedented; there are
a variety of public report cards for physicians, including the Medicare Physician
Compare website [7], and for many years many states have reported health care
quality “scores” for individual physicians. Comparative health care pricing
information, too, is slowly but increasingly entering the public domain. Rather than
decry such trends, we should recognize that, if we are asking patients in high
deductible health plans to make informed decisions about how much to spend on
what elements of their care, comparative information on cost is as essential as
comparative information on quality.

The problem with these efforts is that, even if they are well-meaning attempts to
inform and improve behavior, evidence is lacking on their ultimate effects.
Experience with publicly reported quality information is mixed. Public reporting of
coronary artery bypass surgery mortality in New York State, for example,
inadvertently led to a widening of racial health disparities for that procedure when
surgeons avoided operating on nonwhite patients [8], perhaps because of a mistaken
view that such patients had a higher risk of mortality and therefore were more likely
to make them look bad. In Dr. Gowen’s case, public reporting (or peer shaming) of
physicians in her hospital might lead to a detrimental race to the bottom in use of
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services or perverse deselection of patients to avoid those who are expected to incur
high costs.

At the same time, we might take a step back and view this from a patient’s
perspective. If hospitals have comparative information on the quality of physicians’
care, would we think it appropriate for them to keep that information to themselves?
There are clearly ways in which that information could be destructive if not
thoughtfully presented, but we probably would not like the idea of maintaining a
kind of conspiracy of silence about quality. Given that cost is also important, should
we not have a similar view about comparative cost data? More generally, anyone
arguing against transparency bears a heavy burden. In this case, however, the data
were not disclosed to patients, only to other physicians. How can that be explained
except as a way to induce peer pressure or shame?

Second, no mention is made about what is to be done with these data. Is the
spreadsheet meant to be tied to compensation, to education or remediation, to
removal from practice? What does it mean that those in the system must “do what we
can?” as suggested by the e-mail message Dr. Gowen received? Paradoxically, the
absence of any clear direction makes it seem even more ominous. Why not have
some clear goals? And certainly those goals should not be merely cost-based but
value-based—meaning that they should incorporate not just what services cost, but
also what they deliver. Leaving that out lets the imagination wander to less
defensible hospital goals.

Third, it seems as though this e-mail was the first time this issue was brought up, or
at least it was not previously communicated effectively. Regardless of the ethical
challenges (or even professional imperatives) of providing this information, an
unanticipated broadcast e-mail was simply a clumsy and probably self-defeating way
to do it. Based on the physician responses, such an approach seems likely to widen
the distance between medical staff and hospital leadership and undermine the trust
that is so essential for effective organizations. Such trust is particularly critical for
addressing challenging issues like these that require significant cultural change.

So, how should Dr. Gowen respond? Of course, it is within her rights to voice her
concerns about this policy. However, as an employee of a large organization, she
most likely has less influence than she would have in a small practice. And of course
her concerns would have seemed less self-serving had she had the opportunity to
raise them before she was identified as an outlier. Indeed, that is one of the best
reasons for discussing principles in the abstract from the start—to make sure there is
a clear understanding of those principles, and their consequences, before they are
implemented. Implementation is as important as innovation and, because of such
poor implementation, the hospital is also weakened. A more considered approach
might have revealed the hospital’s efforts as a thoughtful response to the important
goal of being stewards of society’s collective resources. But a botched
communication job, and nonparticipatory process, makes the medical staff reconsider
the motives going forward. Everyone loses.
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Commentary 2

by Charles A. Peck, MD

Dr. Gowen faces many ethical, behavioral, and attitudinal challenges, as do her
colleagues. The first step in becoming an employed physician is to understand the
“price of equity.” What is different about my expectations not just as a clinician but
as a partner, business person, team player, and collaborator? How do | move from
being the autonomous, 1-to-1, solo decision maker to a collaborative team player, 1-
to-n, strategic thinker, and group problem solver? How do | make the transition from
“owner” of my practice to “steward” of my hospital’s, patients’, and group’s
outcomes both clinically and financially? At the end of the day, culture always eats
strategy for lunch.

The following are differences between physicians and administrators/managers that

both must learn to appreciate if situations like the one Dr. Gowen faces are to be
handled successfully in the future.
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Administrators/managers Physicians
planners doers
1in 1:1
proactive reactive
delayed gratification immediate gratification
delegators deciders
participative independent
problem solving: team problem solving: solo
business stewards business owners
value collaboration value collegiality

As a physician, | have always been bound by the imperative “do no harm.” The
financial pressures of the day must never persuade us to violate this principle. Being
both a physician and a steward of resources is not an either/or proposition but rather
an “and/too” one. It is about value—how to provide the best possible care and
outcome at the most efficient cost—for everyone, because it’s the right and moral
thing to do. It should not be about shaming physicians into ordering less, but about
teaching physicians to understand, consider, and decide how best to utilize tests,
supplies, drug choices, admissions, and other high-cost items in a smart, efficient,
and clinically effective way that leads to the highest-quality outcome for the patient.
The literature is rife with examples of how expensive implants and therapies actually
lead to inferior or more dangerous results than older, more tested interventions.
Demand-matching pharmaceuticals and implants to the specific condition of the
patient is rather new but required of all of us.

Dr. Gowen should expect to receive more complete data than just a cost spreadsheet.
Her quality outcome rating for this set of patients should have accompanied the cost
analysis. She should expect to learn whether or not her patients’ clinical pictures
were more complicated by seeing how her case mix compared to that of her peers.
Improving care quality should be the driver, not pure cost benchmarking. How does
Dr. Gowen know whether her test ordering is appropriate or “just in case”? Have
standardized clinical guidelines been developed, and are they utilized both by her
and the entire medical staff? Does a point-of-care ordering system exist as part of her
EMR to allow her to see the cost consequences of her ordering decisions and how
she might amend them? If the hospital CEO is going to demand new behaviors, he or
she must provide all physicians with the tools necessary to allow for and incentivize
change.

Dr. Gowen should take her concerns to the quality-of-care committee first. This
committee should develop cost and quality guidelines, targets, pathways, and a
comprehensive strategy for implementation and deliver it to the hospital’s chief
operating officer. The COQ’s span of control within the hospital typically includes
service line operations, quality management, and implementation of cost-saving
measures. This plan should include cost and resource needs. It should also include
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sample report formats that are doctor-recommended. The final recommendations
should be presented to the full medical staff to obtain their buy-in. It is then the
responsibility of the physician leadership to hold all physicians accountable for
hitting the quality and cost targets.

Physician leadership in the hospital should consider developing a physician contract
that outlines the expectations of all physicians at the hospital. Until everyone,
including Dr. Gowen, truly understands the “price of equity,” change will be difficult
and the knee-jerk reaction of “firing off e-mails” will remain the norm.

Charles A. Peck, MD, is a board-certified internist and rheumatologist who is
managing director of Navigant Consulting. His background includes being CEO of a
surgical and physician services company and a large academic multispecialty
physician group, regional president of a national managed care company, and partner
in a global health care consulting firm.
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ETHICS CASE
Profiling Patients to Identify Prospective Donors
Commentary by Richard E. Thompson, MD

As Dr. McGrath entered Mr. Drew’s hospital room, he bumped into a pleasant-
looking woman in a suit walking out. “I beg your pardon. I’'m Dr. McGrath, Mr.
Drew’s physician. Are you his wife?” he asked.

“No,” she replied, “I’m Dana, I’m with the hospital’s foundation. I was just paying
Mr. Drew a visit to see how he is enjoying his stay, and if there’s anything we can do
to make him more comfortable.”

“Oh,” said Dr. McGrath, surprised. “Is he a hospital donor?”

“Not yet,” she smiled. “We do daily wealth-screening of the patient census—it’s just
software that checks what ZIP code they’re from—and then we visit patients from
traditionally wealthier ZIP codes, trying to ensure that they have a pleasant hospital
stay. If they want, we arrange for a newspaper to be delivered daily, and we send a
welcome basket with snacks and flowers. We rely on grateful patients for a lot of the
donations we receive, so this is a way to identify and impress potential donors early.”

Dr. McGrath was nonplussed. “So if it looks like he could possibly donate, he gets
special treatment? That doesn’t seem right to me.”

“He’s not getting better medical treatment, Dr. McGrath,” said Dana. “And if we
impress him and he donates money to the foundation, we can use that money to
cover the costs of indigent patients, or to improve the hospital. Just last year, a donor
we identified through wealth screening gave a daVinci Robot for the surgical floor.”

In the physician’s lounge, Dr. McGrath brought up his concerns with Dr. Frosch, a
highly respected cardiologist.

“Oh sure,” said Dr. Frosch, “It’s no different than the “VIP floors’ that a lot of top-
tier hospitals have for their super wealthy patients—you know, with famous chefs
and marble floors and what-not. Dana actually has me keep one or two appointment
slots open every week for donors: if we can keep them happy with our hospital,
they’re much more likely to donate to the foundation, and that translates to better
care for everyone.”
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Commentary

You can easily judge the character of a man by how he treats those who can do
nothing for him.

Ralph Waldo Emerson

On routine rounds, Dr. McGrath has accidentally discovered his hospital’s version of
the twenty-first-century fundraising activity known as wealth screening. Dr.
McGrath is nonplussed, speechless, bewildered.

A wealthy acquaintance of mine, an attorney-ethicist, had the same reaction when |
asked him to comment on this scenario. With raised eyebrows and a skeptical look,
he said, “Wow!” After a few moments he added, “Whatever happened to the
Hippocratic Oath?”

I, like Dr. McGrath, am nonplussed. Should we accept without further questioning
the assurances of Dana and Dr. Frosch that this is an appropriate, sensitively applied
fundraising technique?

I think not. This situation rises to the status of genuine ethical dilemma, meaning one
in which more than one judgment may be reasonable and defensible, given the
disparate stakeholder interests. Recognition and analysis of this scenario’s ethical
aspects will only be complete if informed by expansion in the scope of health care
ethics concerns.

Twenty-First-Century Health Care Ethics

To the critically important traditional medical ethics issues—privacy, truth telling,
professionalism, end-of-life decision making, intentional interruption of pregnancy,
to name a few—twenty-first-century advances in medical biotechnology—qgene
therapy, stem cell therapy, nanomedicine, and assisted reproductive techniques—
have added new ethical questions. Moreover, in the face of growing disparities in
health status among sectors of the U.S. population, health care policy decisions
emphasize social justice in new ways [1]. Finally, the changing business of health
care introduces a variety of ethical concerns. As stated by Robert Hall, “Health care
institutions are, in fact, business organizations, with most of the problems faced by
corporate management in other fields. They differ, however, in that health care holds
a special place among human needs” [2].

Hospital Philanthropy, Then and Now

Hospital philanthropy is as old as hospitals themselves. Many health care campuses
and regional networks owe their beginnings to early-twentieth-century collaboration
between local physicians and wealthy citizens. Beneficence, concern for community,
social conscience, vision, self-satisfaction, and duty are among ethical principles
reflected in this highly respected collaboration. As Dr. Frosch points out in the case
scenario, some hospitals build special rooms or suites specifically for the use of
hospital benefactors when they require hospitalization.
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Bequests from grateful patients, some wealthy and some not, were once unsolicited.
More and more, however, nonprofit organizations actively seek to build a list of
patrons. Software vendors now offer products to assist that effort. Available
databases provide information such as size of a family’s fortune, current
philanthropic activity, and specific financial holdings. This is the twenty-first-
century activity known as wealth screening.

Recently these software companies have begun urging hospitals to apply wealth
screening to hospitalized patients. One such company promises hospitals will be able
to “screen your prospects against 25 databases that provide comprehensive wealth
and philanthropic information, in full compliance with HIPAA regulations.... Send
us the names of your newly admitted patients at the end of your workday, and you’ll
have comprehensive philanthropic profiles waiting for you the next morning...” [3].

Although soliciting donations from patients is defended on the grounds that the funds
pay for the care of those who are unable to pay and improve the quality of care that
the community receives, this mixture of wealth screening and patient care raises
several ethical issues.

Professional ethics. Parts of the Hippocratic Oath are obsolete, but it remains
symbolic of the profession’s commitment to patients [4]. In health care, the
professional ethic means “respect for truth telling, confidentiality of personal
information, and refusal to exploit others’ problems to achieve personal gain” [5].
Mixing patient care and fundraising can be construed as attempts on the hospital’s
part to exploit patients and, hence, as unprofessional behavior.

Now hospitals are not physicians, and the physicians are not themselves asking
patients to become benefactors. But the patient-physician-hospital relationship is key
to patient trust, and the integrity of that relationship is put at risk when the
physician’s role in patient care is mixed in time and place with the hospital’s
attempts to raise funds. I am certain that this risk is the heart of Dr. McGrath’s
discomfort.

Ethics of exclusivity as fairness to patients. The justice, or fairness, of special
treatment for donors that we see in the case scenario comes under a concept | call the
“ethics of exclusivity” [6]. When does special attention to Mr. Drew become unfair
because other patients are excluded from receiving services provided to Mr. Drew? |
do not begrudge Mr. Drew his free newspaper. However, the hospital must believe
that providing this perk improves Mr. Drew’s hospital stay in some measure. So is it
truly possible to separate nonmedical perks from patient care activities? Patient care,
after all, means caring for the whole person, not just treating the person’s disease.

More troublesome is the exclusionary practice Dr. Frosch mentions of asking

physicians to hold unscheduled appointment time for wealthy patients. This special
access deprives other patients of equal opportunity to appointments. Shorter waiting
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times are not just a matter of convenience. Delay in medical or surgical intervention
can increase some patients’ risk of an adverse medical outcome.

The ethics of exclusion as fairness to physicians. Hospital-medical staff relations are
notoriously fragile exactly because of scenarios like this one. Dr. McGrath is
unpleasantly surprised to find Dana involved with his patient. He is perhaps even
more surprised that Dr. Frosch is not only familiar with the practice but also
participates in it. Why has the entire medical staff not been oriented to the reality of
wealth screening? The hospital may risk losing the trust of excluded physicians.

What Should Dr. McGrath Do?

I have not argued that wealth screening is per se unethical. Rather, | have suggested
that ethical reasoning validates Dr. McGrath’s intuitive uneasy feeling. Dr. McGrath
should pursue his concerns. But how?

This case demonstrates the need for physicians to learn and understand how
organizations work. Dr. McGrath will get nowhere if he tries to handle this matter
himself. Even if it pains him, he must follow organizational protocols (go through
channels).

Dr. McGrath should explain his discovery and his concerns to the vice president for
medical affairs (VPMA). The VPMA is ordinarily an MD or DO who has chosen to
be a hospital executive, providing a useful bridge between business-trained
executives and clinically trained medical staff members. The VPMA'’s duties usually
include helping physicians understand how to use organizational machinery to get a
variety of concerns effectively addressed.

The VP for medical affairs should suggest involving the ethics committee. By now,
most hospital ethics committees have expanded in composition and charge to
encompass all aspects of twenty-first-century health care ethics, including ethical
aspects of organizational behavior. “This committee’s efforts to help keep
organizational systems and goals ethical can be a key to gaining much-needed public
and political support, and even market share” [7].

The ethics committee, in turn, should strongly recommend development of a wealth-
screening policy, with input from hospital foundation staff, medical professionals,
and ethics committee members. Guidelines in the policy should balance the interests
and concerns of all stakeholders in this activity.

In sum, | argue that if wealth screening and patient care must be mixed, then the

activity would be safer and more effective if guided by a policy developed with
practitioner input.
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Secret Shoppers and Conflicts of Interest
Laura Blinkhorn

Scenario

Delta Health was one of three large health insurers that shared a Midwest multistate
market. Recently all individual and group practices and clinics that were among
Delta’s preferred provider organizations (PPOs) received letters from the company
informing them that Delta was about to perform a quality audit on some providers, in
the hope that the objectively acquired and reported information would help the
physicians maintain or improve the quality of care. Delta employees would be
calling to schedule appointments and reporting on the ease of getting a timely
appointment, the helpfulness of the telephone and office staff, the physician’s
attentiveness and response to their reasons for the visit, and the treatment
recommendations. The results concerning a physician or clinic would be shared with
that physician or clinic only.

Reaction to the Delta Health letter at one PPO, Mid-West Internal Medicine Clinic,
was typical. At a specially called meeting, 12 of the clinic’s 15 physicians met to
discuss what steps they should take to prepare for Delta audits if, indeed, they were
among the “providers” visited.

“This is a secret shopper attack,” said the first speaker, “and we’re not Wal-Mart,
and our patients aren’t customers. We have difficulty seeing everyone who really
needs care in a timely manner. Now that patient is going to have to wait while we see
a secret shopper who’s not even sick. It makes no sense.”

“I’m not worried in the least,” said a second physician. “It’s a one-time thing.
They’re not going to send these fake patients in week after week. And we could get
some observations that would really help. I don’t have a clue what patients expect
when they first walk into the waiting room.”

But others feared that what Delta Health called “information to help maintain or
improve quality care” was really going to be economic profiling. A physician whose
husband had been getting treated at the faculty practice organization associated with
an academic health center in a neighboring state said that Delta had recently dropped
that organization as one of its PPOs.

Commentary
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A physician’s central goal is to provide competent, compassionate care to her
patients [1]. This principle of beneficence is paired with that of nonmaleficence: not
only must a physician seek to benefit her patients, but she must also avoid harming
them [2]. “Market forces, societal pressures, and administrative exigencies must not
compromise this principle [of primacy of patient welfare],” states the American
Board of Internal Medicine’s “Charter on Medical Professionalism” [3]. Yet in a
world of rapidly evolving medical science, evidence-based medicine, and complex
health care payment systems, providing care is a challenging task. Every day
physicians must balance cutting-edge technology with accessible treatments, clinical
guidelines with gut feelings, patients in need with the clinic’s bottom line. Certainly
the Mid-West Internal Medicine Clinic would like to “maintain or improve quality
care,” the stated goal of this planned evaluation. It would be naive, however, to
assume that the motivations of insurance companies coincide in all respects with
those of medical practices. A covert economic profiling effort could have unjust and
damaging effects for the clinic. It would be cynical, however, to dismiss this planned
evaluation as a Trojan horse. Using the “Charter on Medical Professionalism” as an
ethical compass, | will examine the plan cautiously, but in good faith.

Both the Mid-West Internal Medicine Clinic and Delta Health share the goal of
patient satisfaction. And the clinic, like any clinic, has room for improvement.
“Physicians must be dedicated to continuous improvement in quality of health care”
[3], states the charter. Thus the Mid-West physicians should welcome the
opportunity offered by an objective evaluation—if that is what Delta Health truly
intends. Examining several aspects of the planned evaluation, | will assess whether
the use of secret shoppers in a medical setting is ethical, whether the data they gather
are valid, if those data could be useful, and if the planned evaluation is fair. For
several reasons, | believe that Delta Health’s planned evaluation should be opposed.
I will suggest an alternative approach that would be more ethical and yield more
useful results.

Is the Use of Secret Shopper Patients Ethical?

There are three obvious ethical critiques of the secret shopper method of evaluation:
(1) secret shoppers take time and resources away from real patients; (2) the secret
shopper method introduces deceit into the trusting patient-doctor relationship; and
(3) the method violates the privacy of the physician’s office. None of these three
critiques is convincing.

The first suggests that secret shoppers violate the principle of nonmaleficence, but it
overestimates the scale of the evaluation and underestimates the capacity of a
primary care practice to balance high demand with adequate care for all. Presumably,
the Mid-West Clinic both accepts new patients and sees regular patients for follow-
up. Seeing new patients—even secret shoppers—should not change the care of
regulars. If it would, the clinic should not take new patients. At the Mid-West Clinic,
the risk seems to be less about compromising the care of existing patients than about
wasting their time. One physician whose clinic was evaluated by secret shoppers
describes such criticism as “short-sighted,” arguing, “This is a miniscule amount of
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time and it can help you to serve your clients [patients] better in the long term” [4].
In a bustling primary care practice, the presence of a few secret shoppers would not
materially change the quality or timeliness of care.

The critique that such methods introduce deception into the patient-doctor encounter
discounts the importance of assuring clinical excellence, a goal of the evaluation.
“The traditional patient-physician relationship requires that both parties be open and
honest,” argues one physician [4]. While physicians are ethically bound to be honest
with their patients [3], patients regularly lie to their doctors. They fib about diet,
exaggerate symptoms to get sick notes, and fake pain to obtain narcotics. Doctors are
trained to appreciate that things might not be what they first appear, but that they
should nonetheless behave in a professional manner to all patients. Dishonesty may
be present already in the patient-doctor relationship, but is it ethical for a payer to
orchestrate a physician encounter that will certainly include deceit? There are
precedents; concealment is introduced into the doctor-patient relationship during
experiments to avoid bias [5]. This is justified for the good of advancing clinical
knowledge. In this case, too, concealing the identity of the secret shoppers is critical
to an accurate assessment. Surely the goal of improving quality justifies the methods
of the secret shoppers.

The third ethical critique, that the secret shopper method violates privacy and is no
better than snooping [6], ignores the fact that there must be checks on the patient-
physician relationship. That encounter is intimate; physicians are ethically bound to
protect their patients’ confidentiality [3]. Patients, however, are free to disclose
information from that encounter to anyone they choose. They can fill out surveys,
rate doctors on the Internet, or launch a public malpractice suit. The truth is that the
encounter between a doctor and patient is only as private as the patient wants it to be.
There is nothing new—or ethically questionable—about doctors being scrutinized
and evaluated. The question of what happens to those secret shopper evaluations is
discussed below, but the method does not violate the privacy of the exam room.

Do Secret Shopper Patients Gather Valid Data?

The use of secret shoppers to monitor quality is a relatively new development in the
medical field, though they are used extensively in other industries [5]. Some argue
that observations gathered by secret shoppers are merely a subjective snapshot that
cannot be generalized to represent a physician or a practice [7]. That may be true, but
the fact is that many aspects of a patient’s medical experience are difficult to assess.
Patient surveys suffer from recall bias, and physicians tend not to respond to surveys
at all [5]. Secret shoppers are trained to be systematic and dispassionate. Thus their
evaluations may offer valid observations about the patient experience that are
otherwise difficult to capture.

Delta Health states that their secret shoppers would comment on the availability of
timely appointments, the helpfulness of clinic staff, the physician’s attentiveness, and
her recommended treatment. The first three goals pertain to patient perceptions, and
several published accounts of secret shopper evaluations suggest that they are well
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qualified to comment on this aspect of the medical experience [8-10]. The fourth
goal is problematic. Clinical decision making is a complex process that cannot be
fully evaluated with a checklist. Physicians should be expected to approach each
patient in a professional manner—and can thus be evaluated at this level—but
assessment of the treatment plan is beyond the scope of a one-size-fits-all exercise.

Would the Data Be Useful to Both Mid-West Internal Medicine Clinic and Delta
Health?

Critics of the secret shopper model focus on the potential misuses of the data
gathered. They claim that the evaluations might be used against the medical practice,
in malpractice lawsuits or as a form of economic profiling [11]. Delta Health
presents the plan as a nonpunitive, private quality improvement assessment. If this
were truly the case, it could be useful to the clinic. Delta Health’s motivations,
however, are open to question.

Many primary care practices have found secret shopper evaluations to be a helpful
tool in improving the quality of their patients’ experience. One academic outpatient
center recently published data on its experience with secret shoppers. Using their
feedback, the center increased customer service scores, decreased wait times, and
increased the size of the patient panel [8]. Another published study on the use of
secret shoppers found that they offered valid observations on telephone triage that
led to improvements in the system [9]. While some accounts raise concerns—for
example, use of the data gathered by secret shoppers to fire employees—these
reports are anecdotal [4, 7]. At present, it seems the best use of this new evaluation
methodology is for a good-faith, nonpunitive quality assessment. With that
stipulation, a secret shopper evaluation focusing on patient experience—and not the
treatment plan—could be potentially useful to the Mid-West Internal Medicine
Clinic.

Why this evaluation would be useful to Delta Health is unclear, particularly if, as
stated, the company intends to share the results only with the evaluated physician or
clinic. True, it is in Delta Health’s best interest to have excellent clinics in its
preferred provider network. But a well-conducted secret shopper study is expensive,
and Delta Health has no way of assuring that the clinics will make this investment
worthwhile by acting on the secret shoppers’ feedback. Such information might,
however, provide the company with data that could be used for economic profiling.
Delta Health’s stated motivations for supporting such an evaluation are suspect
because the study, as planned, would not certainly benefit the company.

Is the Proposed Evaluation Fair?

In certain situations, the secret shopper method offers an ethical, valid, and
potentially useful way to evaluate patients’ perceptions of a medical clinic. It is
impossible to achieve quality improvement without the consent and cooperation of
the clinic staff, and Delta Health announced this evaluation by fiat. The plan also
lacks transparency. Delta Health states that the data would be “objectively acquired,”
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but this is in some sense impossible since the secret shoppers will be company
employees.

The planned evaluation is unfair. There is no guarantee that inappropriate evaluation
factors would not be used, that the evaluations would be truly private, and that the
data gathered would not be used in punitive ways. Finally, the clinic has been given
no choice in the matter.

A Counter-Proposal

I suggest that the Mid-West Internal Medicine clinic write a letter to Delta Health
stating that the clinic shares the goal of quality improvement but opposes this
planned evaluation. The clinic would be willing, however, to experiment with the
secret shoppers if Delta Health hires a third party to conduct that evaluation. The
clinic would have an active role in determining which features the secret shoppers
would evaluate. Given the relative newness of this method of quality evaluation, the
clinic would use the data gathered in a nonpunitive way—it might make changes in
how it does business, but would not fire any employees on the basis of this
evaluation. Finally, to guarantee that that this evaluation is truly for quality
improvement and not for economic profiling, the results would not be shared with
Delta Health. The letter would raise the question of the company’s motivations in
launching the study, since the plan has no mechanism to guarantee that the clinic acts
on the quality evaluation, Delta Health should not need to see the data. The clinic’s
willingness to work with a third-party evaluation company shows its dedication to
quality improvement.

In this complex medical world, doctors must focus on the primacy of patient welfare.
They must strive to help and to avoid harm. Central to the ancient art of healing is
the act of listening. Though quality audits, such as the secret shoppers, may
complement those conversations, nothing can replace a meaningful exchange
between a patient and physician. Dr. Amy Friedman describes her own experience as
a pseudo-secret shopper when she becomes a patient herself [12]. During the
procedure, she feels “dispassionately processed rather than embraced.” From this
experience she concludes, “Finding a moment to hold your patient’s hand, to look
directly into her eyes, to ask about a grandchild or to even remember his name must
retain importance, amidst the endless policies, financially coercive forces, and
regulatory pressures.” Friedman reminds us that quality improvement begins with
acts of compassion.
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Scenario

Delta Health was one of three large health insurers that shared a Midwest multistate
market. Recently all individual and group practices and clinics that were among
Delta’s preferred provider organizations (PPOs) received letters from the company
informing them that Delta was about to perform a quality audit on some providers, in
the hope that the objectively acquired and reported information would help the
physicians maintain or improve the quality of care. Delta employees would be
calling to schedule appointments and reporting on the ease of getting a timely
appointment, the helpfulness of the telephone and office staff, the physician’s
attentiveness and response to their reasons for the visit, and the treatment
recommendations. The results concerning a physician or clinic would be shared with
that physician or clinic only.

Reaction to the Delta Health letter at one PPO, Mid-West Internal Medicine Clinic,
was typical. At a specially called meeting, 12 of the clinic’s 15 physicians met to
discuss what steps they should take to prepare for Delta audits if, indeed, they were
among the “providers” visited.

“This is a secret shopper attack,” said the first speaker, “and we’re not Wal-Mart,
and our patients aren’t customers. We have difficulty seeing everyone who really
needs care in a timely manner. Now that patient is going to have to wait while we see
a secret shopper who’s not even sick. It makes no sense.”

“I’m not worried in the least,” said a second physician. “It’s a one-time thing.
They’re not going to send these fake patients in week after week. And we could get
some observations that would really help. I don’t have a clue what patients expect
when they first walk into the waiting room.”

But others feared that what Delta Health called “information to help maintain or
improve quality care” was really going to be economic profiling. A physician whose
husband had been getting treated at the faculty practice organization associated with
an academic health center in a neighboring state said that Delta had recently dropped
that organization as one of its PPOs.

Commentary
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In the mid-80s, legislation allowing insurers to contract selectively with different
providers at different reimbursement rates provided a starting ground for the
development of preferred provider organizations (PPOs) [1]. Generally, the term
PPO refers to a third-party payer system that contracts certain providers for patient
services on a discounted fee-for-service basis. Patients are encouraged to select these
“preferred providers” with economic incentives including broader coverage, and in-
network providers gain a larger patient base in return for their discounted services
[1]. Unlike health maintenance organization (HMO) coverage, PPO patients retain
the ability to go out-of-network for care. Although patients are responsible for most
of the costs in such situations, there is usually a yearly limit on out-of-pocket
payments that allows patients who experience severe chronic conditions to access
long-term out-of-network specialty care without prohibitive costs. PPOs have made a
huge leap in the past two decades as a model for health insurance [2]: In 1988, PPOs
represented 11 percent of employer-provided health care; by 2005, 85 percent of
large employers offered at least one PPO option [3].

Surveys have revealed that a primary motivation for patients’ selection PPOs is the
choice of doctors, which is exchanged for a small reduction in the
comprehensiveness of coverage [2, 3]. PPOs not only offer the flexible option of out-
of-network care, they typically have larger provider networks than HMOs [2].
Having numerous in-network and a vast number of out-of-network physicians to
select from promotes patient choice and a competitive environment, and this
competitive environment can be a major incentive for providers to maintain quality
care. A 2010 study performed to determine the effects of hospital competition on
patient-perceived quality of care revealed that the addition of competition to a health
care market can lead to an unusual pair of effects, reduced fees and improved
patient-perceived quality of care, both results of efforts to attract more patients. If
price is not regulated and hospitals reduce fees, quality of care can drop because the
hospital reduces care to match the lower payment. However, when the patient pays a
fixed price regardless of provider, as with a PPO, providers are forced to distinguish
themselves in non-price domains and quality of care rises [4].

This finding is relevant to the situation at hand, because it demonstrates a clear
incentive for PPO providers to maintain high-quality care. If a clinic is competing
with several others in the area, all of which are considered “preferred” and cost the
patient the same, customer service, patient satisfaction, and quality of care are all
expected to increase as the clinics attempt to distinguish themselves from their
competitors. Furthermore, although out-of-network providers exact greater cost-
sharing from patients, economic models have shown they are increasingly preferred
by patients whose diseases become more chronic or severe and who have to spend
more time at health care facilities [2]. Therefore, in-network providers must also
compete in the general provider market and can hardly become lax about the quality
of care if they expect to maintain patient inflow.

This competition inherent in PPO networks means that internal and external
competition should help maintain basic quality standards, and Delta Health has no
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need for “secret shopper” visits to maintain quality among their providers. However,
some would claim a mystery patient would add to this endeavor, making already
good providers great and aiding them in attracting patients. Are these claims
substantiated? As early as 2006 such services were highlighted in the Wall Street
Journal, in 2010 AARP ran an article explaining their benefits, and in 2011 the
Obama administration proposed utilizing secret shoppers to study providers’
responses to Medicare patients [5-7]. Secret shoppers are already popular in
evaluating customer service at stores and restaurants across the nation, and, to some,
making the leap to the medical field seems only natural.

Anecdotally, such services receive positive reviews. Improvements in quality care
have been reported by OhioHealth, a nonprofit organization of 15 hospitals and other
health care services in Ohio, Medical City Dallas Hospital, and individuals in private
practice utilizing a secret shopper service [6]. AARP reports:

At Beth Israel Deaconess Medical Center, a Harvard University
teaching hospital in Boston that recorded nearly 700,000 outpatient
visits last year, eight secret shoppers regularly assess staff
performance by posing as patients on the telephone and in visits to its
51 waiting rooms.... Appointment waiting time has been cut from an
average of 12 days to five, and telephone customer service ratings
have improved. Waiting room ratings increased from 78 percent in
2007 to 90 percent in 2009 [6].

However, due to concerns about privacy, allocation of resources, and difficulty
establishing guidelines, there have not been any significant large-scale studies of the
benefits of such services. Furthermore, there are significant obstacles to evaluating
care, the consideration of which should make providers wary when considering
secret shopper visits.

First, the quality of health care is very difficult to define. It can be generally divided
into two categories. Technical quality refers to the knowledge and judgment
exercised by a physician in reaching a diagnosis and the skill with which the patient
is treated. It is often assessed via broad, objective measures such as mortality, rates
of complication, and adherence to established guidelines [4]. Interpersonal quality
comprises the second category and can be assessed by evaluating parameters such as
staff and physician attitude, respect, timeliness, and communication [4, 8]. Increases
in interpersonal quality do not always correlate to increases in technical quality, and
papers published in 2004 and 2008 in the Journal of Public Economics even
established a negative correlation between clinical quality as measured by mortality
rate, and interpersonal quality as measured by short waiting time, suggesting it may
be worse for patients in the long run if interpersonal quality is unduly emphasized

[a].

Furthermore there are inherent biases in the patient-physician interaction,
particularly if the patient is not actually ill but rather pretending, all the while
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scrutinizing minute details of the clinician’s service. Far from the retail mantra of
“the customer is always right,” a physician is often called to make recommendations
the patient may not like or agree with. Recommendations for an invasive or painful
diagnostic test may easily seem excessive to an evaluator who knows he or she is
perfectly healthy, but may be welcome news to a patient anxiously waiting in pain to
discover what is troubling her. Similarly, a physician may seem harsh or
inconsiderate concerning a person’s weight, but this may stem from a genuine
concern for the patient’s health. Inasmuch as only 20 percent of patients seeking
medical care are ready to change unhealthy behavior, physicians often have to be
more forceful in their recommendations than an evaluator might expect [10]. Avedis
Donabedian, considered by many to be the father of quality assurance in health care,
argues that when an evaluation lacks highly precise guidelines and is based on the
assessor’s own judgment, “very expert and careful judges must be used” [11]. This
can hardly be applied to a standardized patient who is not suffering from the ailment
he or she imitates and does not have the extensive medical and clinical knowledge of
a practicing physician.

Another difficulty lies in predicting physician and staff responses. An excerpt from
the Department of Health and Human Services standardized patient script for calling
to schedule an appointment demonstrates this issue, one of the reasons the
department decided in June not to proceed with the study:

I’ve had a cough for the last two weeks, and now I’m running a fever.
I’ve been coughing up thick, greenish mucus that has some blood in
it, and 1I’m a little short of breath [7].

This script could provoke a variety of reactions based on such qualities of the patient
calling as age, gender, and overall heath, and the experience and discretion of the
doctor or office staff. Although the script was written as part of an appointment-
scheduling evaluation, Glen Stream, MD, president-elect of the American Academy
of Family Physicians, surmised that office staff, far from scheduling the patient an
appointment, would most likely refer this person to urgent care [7].

Another problem is that of wasted patient resources. Although some doctors in the
scenario speculate the visits will be a “one time thing,” it is unlikely that one visit
would provide an adequate statistical assessment of care quality. The proposed HHS
survey consisted of three rounds of mystery shopper visits, and OhioHealth, which
reported positive experiences with mystery shoppers, utilized 240 visits over the
course of a year to its 15 clinics [5]. Furthermore, previous research shows that, in
larger practices, quality of care varies widely by department and procedure type [12].
Therefore, it is probable that far more than one visit would be needed for the shopper
service to be of any worth, and the repeated visits have a great potential to tie up
resources needed by sick patients. The justice of repeatedly expending time and
money on healthy people when there are many patients who actually need care is
dubious and a legitimate concern for those physicians opposing the visits.
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Finally, there remains the question of economic profiling. A main weakness of PPOs,
noted even in the earliest stages of development, is their lack of incentive to network
participants to deliver efficient care and control health care costs [1]. An increase in
the number and complexity of procedures may even negate the savings insurers
realize through PPO contracts [1]. Therefore, it is likely that Delta Health has a
motive for screening providers who cost them too much. Although cost control is a
necessity, it is not always in the best interest of the patient. A group of health care
economists analyzed hospital secondary data to compare strategies for selecting
“preferred” providers [12]. The 2007 survey looked at four claims-based measures of
inpatient quality and patient safety, two structural quality measures, and hospital
costs in five markets. It found that there was little overlap between lists of the top 25
percent of hospitals selected by quality alone and the top 25 percent selected by low
cost alone (a 0 to 33 percent overlap) [12]. This sets quality and low cost at odds
with each other, and, although in an ideal world an insurer would seek to optimize
both, it is clear that one often comes at the expense of the other when selecting
preferred providers. Therefore, doctors have reason to worry that such economic
profiling could occur and that it could lower the quality of patient care supplied by
in-network PPO providers.

Based on all of the information reviewed above, it would be in the best interest of the
physicians to oppose Delta Health-established secret shopper visits, at least for the
time being. Competition both within and outside the network already provides an
incentive for providers to deliver quality care. At worst, the third-party payer is
seeking to “economically profile” providers, and at best, the clinic may be placed in
a position where what is good for business is suboptimal for clinicians and patients.
Given the numerous unresolved problems of secret medical shopper programs and
the potential for economic profiling, practices should be wary of the Delta Health
visits. Should the clinic wish to improve its quality, it retains the option of hiring
such services on its own behalf and tailoring visits and feedback to their needs.
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MEDICAL EDUCATION
Can Physician Training and Fiscal Responsibility Coexist?
Hyeyoung Oh, MA, and Stefan Timmermans, PhD

United States health care costs rose from $253 billion in 1980 to $714 billion in 1990
and $2.5 trillion, or 17.6 percent of the nation’s gross domestic product (GDP), in
2009 [1, 2]. Projections for 2020 indicate that national health care spending will
reach $4.6 trillion and account for 19.8 percent of the nation’s GDP [3]. One target
for cost-curbing measures is inpatient care. In 2008, Medicare payments for hospital
inpatient care totaled $129.1 billion [4]. Accordingly, one of the initiatives of the
Patient Protection and Affordable Care Act that President Obama signed in March
2010, was to reduce the number of rehospitalizations of Medicare patients. (Until
recently Medicare covered all costs associated with rehospitalizations if they
occurred within 24 hours of the patient’s discharge from a hospital. Studies
highlighting the prevalence and costliness of rehospitalizations of Medicare patients
[5] argued for the implementation of new Medicare policy. Variation in rates of
rehospitalization by hospital and geographic area further supported this policy [4].) If
most medical education takes place in hospitals, what impact will a concentrated
effort to reduce the cost of inpatient hospital care have on the training of the next
generations of clinicians?

Since the mid-twentieth century, scholars have argued that the ever-growing
mountain of biomedical knowledge [6] would prevent finances from jeopardizing the
quality of medical training and education. However, exogenous interference may be
inevitable because academic medical centers have three organizational purposes;
they are (1) centers of care giving, (2) businesses that must make a profit or at least
break even, and (3) the bedrocks of medical education.

Cost-cutting initiatives are likely to create further tension between the academic
center hospital’s function as a place for education and as a business. Current health
care policies already encourage hospitals to prevent high costs due to excessive
resource utilization (such as unnecessary consults and testing) [7]. But education
inevitably requires greater use of resources because trainees must practice the skills
of their specialty (e.g., differential diagnosis). The learning curve frequently results
in additional medical workups, extra use of equipment and materials, and,
occasionally, delays in care and discharge. At the same time, policies, such as
Medicare’s refusal to reimburse care in some cases of rehospitalization, also
encourage additional medical work [4]. To avoid unreimbursed Medicare
readmissions, physicians may run extra tests, call additional consultants, and extend
patients’ stays in the hospital—driving up health care costs.
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Tensions between teaching and making money may also be exacerbated from the
academic side. All academic medical institutions must adhere to the rules established
by the Accreditation Council for Graduate Medical Education (ACGME) [8]. In
recent years, the ACGME has modified the requirements for residency training,
including setting limits on the number of hours residents are allowed to work. The
latest restriction, instated in July 2011, declared that interns (first-year residents)
could work a maximum of 16 hours a day. Hospitals have struggled to adopt the
changes to residency training without compromising care quality and efficiency [9].
ACGME requirements, however, must be adhered to at least on paper [9], or the
center will risk losing its accreditation or dropping in ranking and prestige.
Accordingly, these requirements must be met even when they directly interfere with
what is financially most lucrative for the hospital. Work-hour limitations inevitably
result in numerous problems, ranging from overworked senior residents to delays of
treatment due to frequent patient hand-offs (when an intern or resident must take a
mandated break from work) and extended lengths of stay in the hospital.

How have academic hospitals reacted to resident labor limits? One solution adopted
by academic medical institutions to decrease health care costs without compromising
medical care or training has been the shift toward the use of hospitalists. Hospitalists,
a term coined by Dr. Robert Wachter and Dr. Lee Goldman in 1996, emerged as a
specialty group and have taken an integral role in medical training in the United
States. The Society of Hospital Medicine (SHM) defines hospital medicine as “a
medical specialty dedicated to the delivery of comprehensive medical care to
hospitalized patients” [10]. The hope was that, by working in a single setting,
hospitalists would become more accustomed to managing the conditions of
hospitalized patients and, in the process, improve the quality of care. They would
also be more attuned to the complexities of hospital care delivery than those who
spent less time in the hospital, resulting in more efficient care and decreased health
care costs [11].

Academic medical centers embraced this hospitalist model of care. The nature of
hospitalist work allows physicians not only to spend more time with hospitalized
patients but also to dedicate more time to teaching interns and residents. Studies
show that interns and residents rate hospitalists highly, indicating the positive impact
they have had on teaching services. Furthermore, many hospitals credit the
hospitalist model with reduced health care costs and lengths of stay, increased
efficiency, and similar or improved quality of care outcomes [12-14].

Another approach to reducing the tension between training and finances has been to
focus a portion of residency training on learning how to manage patient discharge.
Long stays in the hospital, which have been associated with rising health care costs,
have been targeted as a preventable problem. Hospitals have responded by hiring
discharge planners, who try not only to expedite discharge but to prevent
readmission by working to ensure that rehabilitation and outpatient care are well
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established [15]. Discharge planners are a valuable resource for trainees because they
educate young physicians in how to reduce extended lengths of stay in the hospital.

Rapidly rising health care costs have generated nationwide concern; legislative
changes and transformations in both health care delivery and training have been
adopted in hopes of curbing these costs. Some observers remain concerned about the
unintended consequences of the shift towards hospitalist medicine in academic
medical centers, especially now that the nation is facing a shortage of primary care
physicians. For exmaple, because medical residency takes place primarily in
inpatient care settings, young physicians are less well equipped to understand the
barriers to care and financial issues that emerge in outpatient settings. The divide
between inpatient and outpatient care becomes more entrenched, and transferring
patients from one care setting to the next may become increasingly difficult. Such
inefficiencies cause patients to receive care in the hospital that could easily be
performed in the outpatient setting, resulting in extended lengths of stay, increased
resource utilization, and rising health care costs. One solution may be to follow the
ACGME’s recommendations for more outpatient training sites. With greater
emphasis placed on outpatient care during training, residents may be better equipped
to recognize when care should be delivered in the outpatient setting and to expedite
transitions of care.
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THE CODE SAYS
The American Medical Association Code of Medical Ethics’ Opinions on the
Physician as Businessperson

Opinion 6.11 - Competition

Competition between and among physicians and other health care practitioners on
the basis of competitive factors such as quality of services, skill, experience,
miscellaneous conveniences offered to patients, credit terms, fees charged, etc, is not
only ethical but is encouraged. Ethical medical practice thrives best under free
market conditions when prospective patients have adequate information and
opportunity to choose freely between and among competing physicians and alternate
systems of medical care.

Issued July 1983.

Opinion 8.054 - Financial Incentives and the Practice of Medicine

In order to achieve the necessary goals of patient care and to protect the role of
physicians as advocates for individual patients, the following statement is offered for
the guidance of physicians:

(1) Although physicians have an obligation to consider the needs of broader patient
populations within the context of the patient-physician relationship, their first duty
must be to the individual patient. This obligation must override considerations of the
reimbursement mechanism or specific financial incentives applied to a physician’s
clinical practice.

(2) Physicians, individually or through their representatives, should evaluate the
financial incentives associated with participation in a health plan before contracting
with that plan. The purpose of the evaluation is to ensure that the quality of patient
care is not compromised by unrealistic expectations for utilization or by placing that
physician’s payments for care at excessive risk. In the process of making judgments
about the ethical propriety of such reimbursement systems, physicians should refer to
the following general guidelines:

(a) Monetary incentives may be judged in part on the basis of their size. Large
incentives may create conflicts of interest that can in turn compromise clinical
objectivity. While an obligation has been established to resolve financial
conflicts of interest to the benefit of patients, it is important to recognize that
sufficiently large incentives can create an untenable position for physicians,

(b) The proximity of large financial incentives to individual treatment decisions
should be limited in order to prevent physicians’ personal financial concerns
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from creating a conflict with their role as individual patient advocates. When the
proximity of incentives cannot be mitigated, as in the case of fee-for-service
payments, physicians must behave in accordance with prior Council
recommendations limiting the potential for abuse. This includes the Council’s
prohibitions on fee-splitting arrangements, the provision of unnecessary services,
unreasonable fees, and self-referral. For incentives that can be distanced from
clinical decisions, physicians should consider the following factors in order to
evaluate the correlation between individual act and monetary reward or penalty:

(i) In general, physicians should favor incentives that are applied across
broad physician groups. This dilutes the effect any one physician can have on
his or her financial situation through clinical recommendations, thus allowing
physicians to provide those services they feel are necessary in each case.
Simultaneously, however, physicians are encouraged by the incentive to
practice efficiently.

(i) The size of the patient pool considered in calculations of incentive
payments will affect the proximity of financial motivations to individual
treatment decisions. The laws of probability dictate that in large populations
of patients, the overall level of utilization remains relatively stable and
predictable. Physicians practicing in plans with large numbers of patients in a
risk pool therefore have greater freedom to provide the care they feel is
necessary based on the likelihood that the needs of other plan patients will
balance out decisions to provide extensive care.

(iii) Physicians should advocate for the time period over which incentives are
determined to be long enough to accommodate fluctuations in utilization
resulting from the random distribution of patients and illnesses. For example,
basing incentive payments on an annual analysis of resource utilization is
preferable to basing them on monthly review.

(iv) Financial rewards or penalties that are triggered by specific points of
utilization may create enormous incentives as a physician’s practice
approaches the established level. Therefore, physicians should advocate that
incentives be calculated on a continuum of utilization rather than a bracketed
system with tiers of widely varied bonuses or penalties.

(v) Physicians should ascertain that a stop-loss plan is in place to prevent the
costs associated with unusual outliers from significantly impacting the reward
or penalty offered to a physician.

(3) Physicians also should advocate for incentives that promote efficient practice, but
are not be designed to realize cost savings beyond those attainable through
efficiency. As a counterbalance to the focus on utilization reduction, physicians also
should advocate for incentives based on quality of care and patient satisfaction.
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(4) Patients must be informed of financial incentives that could impact the level or
type of care they receive. Although this responsibility should be assumed by the
health plan, physicians, individually or through their representatives, must be
prepared to discuss with patients any financial arrangements that could impact
patient care. Physicians should avoid reimbursement systems that, if disclosed to
patients, could negatively affect the patient-physician relationship.

Issued June 1998, based on the report “Financial Incentives and the Practice of
Medicine,” adopted December 1997; updated June 2002.

Opinion 4.04 - Economic Incentives and Levels of Care

The primary obligation of the hospital medical staff is to safeguard the quality of
care provided within the institution. The medical staff has the responsibility to
perform essential functions on behalf of the hospital in accordance with licensing
laws and accreditation requirements. Treatment or hospitalization that is willfully
excessive or inadequate constitutes unethical practice. The organized medical staff
has an obligation to avoid wasteful practices and unnecessary treatment that may
cause the hospital needless expense. In a situation where the economic interests of
the hospital are in conflict with patient welfare, patient welfare takes priority.
Issued June 1986.

Opinion 8.0321 Physicians’ Self-Referral

Business arrangements among physicians in the health care marketplace have the
potential to benefit patients by enhancing quality of care and access to health care
services. However, these arrangements can also be ethically challenging when they
create opportunities for self-referral in which patients’ medical interests can be in
tension with physicians’ financial interests. Such arrangements can undermine a
robust commitment to professionalism in medicine as well as trust in the profession.

In general, physicians should not refer patients to a health care facility that is outside
their office practice and at which they do not directly provide care or services when
they have a financial interest in that facility. Physicians who enter into legally
permissible contractual relationships—including acquisition of ownership or
investment interests in health facilities, products, or equipment; or contracts for
service in group practices—are expected to uphold their responsibilities to patients
first. When physicians enter into arrangements that provide opportunities for self-
referral they must:

(1) Ensure that referrals are based on objective, medically relevant criteria.
(2) Ensure that the arrangement:

(a) is structured to enhance access to appropriate, high quality health care
services or products; and

(b) within the constraints of applicable law:
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(i) does not require physician-owners/investors to make referrals to the entity
or otherwise generate revenues as a condition of participation;

(i) does not prohibit physician-owners/investors from participating in or
referring patients to competing facilities or services; and

(iii) adheres to fair business practices vis-a-vis the medical professional
community—for example, by ensuring that the arrangement does not prohibit
investment by nonreferring physicians.

(3) Take steps to mitigate conflicts of interest, including:

(a) ensuring that financial benefit is not dependent on the physician-
owner/investor’s volume of referrals for services or sales of products;

(b) establishing mechanisms for utilization review to monitor referral practices;
and

(c) identifying or if possible making alternate arrangements for care of the patient
when conflicts cannot be appropriately managed/mitigated.

(4) Disclose their financial interest in the facility, product, or equipment to patients;
inform them of available alternatives for referral; and assure them that their ongoing
care is not conditioned on accepting the recommended referral.

Issued June 2009 based on the report “Physicians’ Self-Referral,” adopted November
2008.

Opinion 6.03 - Fee Splitting: Referrals to Health Care Facilities

Clinics, laboratories, hospitals, or other health care facilities that compensate
physicians for referral of patients are engaged in fee splitting, which is unethical.
Health care facilities should not compensate a physician who refers patients there for
the physician’s cognitive services in prescribing, monitoring, or revising the patient’s
course of treatment. Payment for these cognitive services is acceptable when it
comes from patients, who are the beneficiaries of the physician’s services, or from
the patient’s designated third party payer.

Offering or accepting payment for referring patients to research studies (finder’s
fees) is also unethical.

Issued prior to April 1977; updated June 1994 and June 1996, based on the report
“Finder’s Fees: Payment for the Referral of Patients to Clinical Research Studies,”
adopted December 1994.
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Opinion 8.132 - Referral of Patients: Disclosure of Limitations

Physicians should always make referral decisions based on the best interests of their
patients, regardless of the financing and delivery mechanisms or contractual
agreements between patients, health care practitioners and institutions, and third
party payers. When physicians agree to provide treatment, they assume an ethical
obligation to treat their patients to the best of their ability. If a physician knows that a
patient’s health care plan or other agreement does not cover referral to a non-
contracting medical specialist or to a facility that the physician believes to be in the
patient’s best interest, the physician should so inform the patient to permit the patient
to decide whether to accept the outside referral.

Physicians must not deny their patients access to appropriate medical services based
upon the promise of personal financial reward, or the avoidance of financial
penalties. Because patients must have the necessary information to make informed
decisions about their care, physicians have an obligation to disclose medically
appropriate treatment alternatives. Physicians should also promote an effective
program to monitor and improve the quality of the patient care services within their
practice settings.

Physicians must ensure disclosure of any financial incentives that may limit
appropriate diagnostic and therapeutic alternatives that are offered to patients or that
may limit patients’ overall access to care. This obligation may be satisfied if the
health care plan or other agreement makes adequate disclosure to enrolled patients.

Issued June 1986; updated June 1994, based on the report “Financial Incentives to
Limit Care: Ethical Implications for HMOs and IPAs,” adopted June 1990; updated
June 2002; updated November 2007, based on the report “Opinion E-8143. *‘Referral
of Patients: Disclosure of Limitations,” Amendment,” adopted November 2007.
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JOURNAL DISCUSSION
The Physician-Employee/Hospital Partnership
Faith L. Lagay, PhD

Belde DM. Physician employment in an era of health reform: using shared
ideals to achieve social interests. Health Prog. 2012;93(2):62-71.

Changes over the last 30 years in how medical care is delivered and paid for in the
U.S. have put financial and administrative pressures on solo and small-group-
practice physicians. As a result, more and more are becoming employees of hospitals
or health care organizations. While becoming an employee reduces the financial
uncertainties of managing one’s own practice and relieves administrative headaches,
it introduces an equally troubling set of concerns that range from clinical autonomy
to ethical decision making.

In “Physician Employment in an Era of Health Reform: Using Shared Ideals to
Achieve Social Interests,” David M. Belde, vice president for mission and ethics at
Bon Secours Richmond Hospital System, presents a vision for how physicians can
become hospital employees while retaining their clinical autonomy and professional
integrity [1]. I call it his “vision” because Belde describes a true partnership between
physicians and health care organizations based upon shared ideals but points to no
existing exemplars.

Belde believes such a mutually beneficial partnership is possible if both parties put
the “socially directed ideals of the profession and health care organizations” first and
only then “get on to the business of making it work operationally” [2]. (Belde’s
writerly decision to avoid “operationalize” in this sentence tells me he is thinking as
a humanist educator first and a hospital administrator second.)

Belde begins by explaining why physicians choose to become employees. The first
and most obvious reason is financial security that employment brings [3]. Other
“pushes” toward employee status include “administrative burdens associated with
participation in private and government-sponsored insurance programs” [3];
financial burdens associated with capital investment in medical technology, clinic
facility overhead, rising cost of medical malpractice insurance, and paying off
medical education debt; and, finally, the changing priorities of physicians, many of
whom now seek more work-life balance [3].

Provisions of the Patient Protection and Affordable Care Act (ACA) that emphasize

iliness prevention, managing chronic conditions more efficiently, reducing hospital
admissions, and providing greater continuity of care compound the inducements for
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physician employment that existed before its passage in 2010. Most of these care
initiatives rely on close collaboration among numbers of specialties and greater
attention to patients’ lives inside and outside the doctor’s office.

During the 1970s and ’80s, “hospital systems employed physicians at a feverish
pace,” Belde says [4]. He thinks these arrangements failed chiefly because the
hospital and health care organization employers tried to manage the practices of their
physician workforce on the acute care model appropriate to hospitals. Such
organizations’ operational strategies, one can infer from this statement, did not
transfer to care of patients and families with needs that range from extended
management for chronic conditions to patient education, to well-man, -woman, and -
child visits to care for mental health problems. Observers of the HMO and managed
care era can certainly agree.

The radical reforms in delivery of and accountability for medical care represented in
the ACA give physicians and health care organizations a chance to get it right,
opines the optimistic Belde, and they can do so if and only if both groups allow the
“social ideals foundational to the health professions” to “constrain the self-interests
that often tend to dominate their public actions” [5]. Belde defines these foundational
ideals as amelioration of pain and suffering in patients, individually and in the
aggregate; disease prevention; and clinical research into the causes of and cures for
pain and suffering [2].

But in the United States, delivery of health care is a business. Is it possible to strive
toward these foundational social ideals and turn the profit needed to sustain the
health care enterprise? Here are Belde’s suggestions for doing so.

1. Understand health care as a unique business activity (emphasis added), one
that is meant to serve humanity [2]. With this imperative Belde intends to
expose as unethical any practice that ignores preservation of health or
prevention of illness on the grounds that treating sickness is profitable and
creates jobs for lots of people. The boost to the economic cycle that comes
from providing care for sick people would be welcome in another industry,
but it cannot serve as a rationale for neglecting conditions that foster illness
just so the economy can benefit from treating that illness. (This reasoning re-
emerges in principle #3.)

2. Treat health care as a social good. The point here is that “a social good is not,
in the financial sense ‘owned’ by any one individual” [6], but, like education,
owned collectively by those it serves. Belde interprets society’s collective
ownership of health care services on behalf of all its members to mean that
business and corporate interests should not have the final say in health care
reform [6].

3. Direct health care towards amelioration of social inequities because those
inequities, by and large, are the social determinates of health status [6].
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The final section of “Physician Employment in an Era of Health Reform” outlines
strategies for incorporating these organizational principles into physician-health care
organization relationships. Belde believes that creation of the relationship he
describes—*“envisions” is still the better word—is in the enlightened self-interest of
all, and can be achieved if all parties recognize that long-term professional rewards
redound from this socially sensitive orientation. He also urges employer
organizations to endorse “critical loyalty,” a felicitous term that allows for
disagreement and constructive criticism within a relationship to which both parties
remain committed [7].

All in all, Belde’s optimism stems from his view that the ACA aligns economic
incentives with good medical practices in a way that the U.S. health care system has
not seen before [8]. The attentive reader’s question has to be whether Belde’s
optimism is naive or experienced. The idea of enlightened self-interest is not a new
economic theory, but one of those enduring concepts that, as has often been said
about democracy, is the best alternative after all others have failed. We are about at
that “all-others-have-failed” place with health care in the United States. We tried the
open-market, fee-for-service model until the cost of it became unsustainable and
many people were overtreated along the way. We experimented with “managed” (not
entirely open-market) care models. These left professionals frustrated, their clinical
judgment second-guessed and their autonomy abrogated.

Now comes a model that says, in effect, to physicians and health care organizations
“work it out among yourselves.” It preserves professional judgment while holding
those professionals accountable for the outcomes and rewarding them when the
outcomes prove best for patients and economically sustainable.

Yes, Belde is an optimist, but he did not propose a single-payer system. That would
have been naive in 2012. Rather he exhorted health care organizations to remember
the origins of their enterprise, acknowledge the ideals they share with the profession
of medicine, and begin to build their business operations on those mutual
foundations.
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STATE OF THE ART AND SCIENCE

Transitions of Care: Putting the Pieces Together

Devan Kansagara, MD, MCR, Brian Chan, MD, MPH, David Harmon, MD, MPH,
and Honora Englander, MD

Transitions of care have become an important target for the Triple Aim of improving
care quality and the patient care experience, improving the health of our population,
and reducing cost [1]. Most research to date has focused on hospital-to-home care
transitions, and numerous studies have shown major gaps in care during these
transitions. For instance, communication across sites happens infrequently, follow-up
needs are not consistently identified, and relatively few patients have timely
outpatient follow-up care after hospital discharge [2, 3]. Moreover, patients and their
caregivers feel unprepared to manage their conditions after discharge, are uncertain
about their medications, and are often unclear about whom to contact with questions
[4]. For socioeconomically disadvantaged patients, these issues are compounded by
insufficient access to outpatient care, lack of social support, and transportation needs
[5, 6]. Health care professionals, likewise, identify poor care transitions as an
important target for improvement [7].

In addition to patients’ and clinicians’ frustration with these gaps in care, some
evidence suggests they could threaten patient safety. For example, one study found
19 percent of patients had an adverse event after discharge; 30 percent of these, most
of which were medication errors, were preventable [8].

The cost to our health care system of poorly executed care transitions has been the
major driver of interest in this field. Hospital readmissions are common and costly. A
2009 analysis of Medicare fee-for-service beneficiaries found that about one-quarter
were readmitted to the hospital within 30 days of discharge at an estimated total cost
of $17.4 billion [9]. Though it is unclear how many, some readmissions are
preventable, and there has been a great deal of effort in recent years to develop
strategies to prevent some them [10].

In many ways, transitional care deficiencies are a reflection of a fragmented health
care system, perpetuated by fee-for-service payments that reward individual
interventions by individual clinicians rather than systems integration. Over the last
decade, there have been increasing efforts to improve transitions of care at the
national, regional (i.e., a metro region comprising several health systems), and local
(i.e., a single hospital or health system) levels.

Nationally, the Center for Medicare and Medicaid Services (CMS) has recently
introduced several innovations designed to realign financial incentives and promote
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improved care coordination across sites. The Center for Medicare and Medicaid
Innovation (CMMI)—established by the Affordable Care Act—includes a bundled
payment pilot program that is examining ways to bundle all payments for an entire
episode of care rather than paying separately for discrete elements of care [11].
Currently, CMS pays separately for each service delivered to a patient during the
hospital stay, for each service delivered in the outpatient setting, andr any
readmission. One example of a bundled payment would be a lump sum paid for all
services during an inpatient stay as well as any care—including readmissions—
during the 30 days after discharge. Advocates hope that the promise of sharing the
dollars saved by this approach will provide incentive for health systems to invest in
care coordination efforts between in- and outpatient services.

CMS has also started a program that will reduce payments to hospitals with high
readmission rates for several conditions (after adjustments have been made for
iliness severity and risk level of patients); these penalties are set to increase over
each of the next few years. Finally, CMS has been publicly reporting hospital
readmission rates on hospitalcompare.gov as an additional impetus emcouragement
to hospitals to engage in readmission risk-reduction efforts.

At the regional level, the Affordable Care Act has led to the development of
accountable care organizations (ACOs) as a vehicle for integrating health systems
[12]. An ACO brings together a collection of health providers—including hospitals
and clinics that may have been competitors previously—into a risk-sharing
agreement. Again, the promise of shared savings through better care coordination is
the *“carrot” with which regulators hope to drive interest in ACOs.

There is a growing body of literature examining transitional care interventions
deployed at the local level. Several “bridging” interventions have reduced
readmission rates among older patients with complex medical needs [13], older
patients with congestive heart failure [14], and socioeconomically disadvantaged
patients [15]. In these interventions, a member of the health care team—often a
nurse—meets with the patient and family prior to hospital discharge, helps prepare
them to manage care at home, and then makes home visits for several weeks after
discharge. However, not all transitional care interventions have successfully reduced
readmissions [16], and interventions have not been rigorously tested in broader
patient populations.

A number of outstanding questions concerning transitions of care remain. National
efforts to realign financial incentives are commendable, but, as with any
intervention, there is the possibility of unintended harmful consequences. For
instance, financial penalization of hospitals with high readmission rates may
disproportionately impact resource-poor hospitals that serve socioeconomically
disadvantaged patients, potentially exacerbating existing health care disparities [17].

The establishment of primary care medical homes was an effort at care coordination
that preceded ACOs. Their role in improving transitions of care and reducing
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readmissions has not been well examined. Patient experiences and gaps in care prior
to emergency room and hospital visits are not well understood. In other words, we do
not know much about care as patients are becoming ill or whether attention to care
“proximate” to hospitalizations could be an important adjunct to improving
transitional care quality. Finally, we are only beginning to understand how
transitional care personnel, outpatient clinics, and community resources could
interact with one another to provide seamless care across settings. More study is
needed before we understand how to define roles and train diverse personnel to
optimize care transitions.

Medical students and postgraduate trainees can be an integral part of improvement
efforts. While, in many cases, they continue to train in the fragmented system of old,
they are increasingly being exposed to discussions about health care delivery
rehabilitation while their attitudes and ideas are still forming.

In both in- and outpatient settings, trainees experience firsthand the shortcomings of
a fragmented system. For example, they may receive critically ill patients transferred
from a hospital with disorganized, incomplete records; they may care for readmitted
patients whose seemingly comprehensive care plan was derailed by unforeseen
transportation or access barriers, or see patients in posthospitalization follow-up who
are ill-prepared to manage their illnesses or implement numerous medication
changes. Amid these realities, residents are uniquely positioned to address care
transition challenges systematically and to seek advanced postgraduate training in
this arena.

Although the new guard of physicians may have more training in interdisciplinary
teamwork and care coordination, care transitions education has been neither widely
adopted nor standardized, and mentorship in this area may be lacking. There is a
need to develop transitions of care curricula to better prepare trainees for today’s
health care environment, in which patient handoffs across and within settings occur
frequently.

Finally, little is understood about what patients need to make the transition
successfully from the structured hospital environment to being responsible for their
own care. Health systems are rapidly hiring health coaches, care coordinators, and
community health workers, but we don’t yet have a clear sense of how and for which
patients these health care personnel will be most helpful. Some may benefit from a
multidisciplinary team approach, whereas others may want a single point-person
across settings. And while enhanced education and coaching may benefit many
patients, others may prioritize material needs such as food, shelter, transportation,
and social supports during times of transition.

Many innovations to improve transitions of care across settings are being
implemented at national, regional, and local levels and help address key gaps in our
fragmented health system. However, as with the introduction of any new
intervention, continued research on the effectiveness and potential harms of these
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innovations will be important. Many questions remain about which innovations will
best achieve the aims of affordable, high-quality, patient-centered care.
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HEALTH LAW
Physician-Owned Hospitals and Self-Referral
Cristie M. Cole, JD

By 2010, approximately 265 hospitals in the United States were owned, in whole or
in part, by physicians [1]. Commonly known as physician-owned hospitals (POH),
many have an outstanding reputation for providing quality care, maintaining high
patient satisfaction ratings, and allowing physician-investors to gain more control
over their clinical practice [2]. Proponents of POHs argue that they not only enhance
patient care but function as a necessary competitive force in the medical
marketplace, promoting patient choice [3]. Critics of POHSs, however, caution that
conflicts of interest inherent in the model have the potential to compromise patient
care at both the POH and surrounding hospitals [3]. Strict legal restrictions are in
place to prohibit physician self-referrals, but POHs have been exempt from these
laws, which has allowed them to thrive [4]. Now, the Patient Protection and
Affordable Care Act (ACA) seeks to limit exemptions for POHSs substantially,
raising questions about their future status and viability [5].

Physician Self-Referrals and Physician-Owned Hospitals

Financial gain from self-referrals—referrals for health care services or to facilities in
which a physician has a financial interest—can improperly influence a physician’s
medical judgment [2]. Risks of unregulated self-referrals include overutilization of
the services in which physicians have investments, increased health care costs, and
decreased quality of care [2].

POHs raise similar concerns—for example, a physician who shares ownership in a
POH may have a financial incentive to refer patients for unnecessary services if he or
she receives a percentage of the revenue generated [2]. While medicine as a
profession has historically been unwelcoming to commercial practices that place the
financial interests of physicians above the best interest of a patient, in the twentieth
century physician entrepreneurship (including self-referral to POHs) was generally
embraced [2].

Concerned by the growing number of self-referrals in the late 1980s, Congress
ordered the Office of the Inspector General (OIG) in the Department of Health and
Human Services (HHS) to investigate them [3]. The OIG’s 1989 report substantiated
many of Congress’s concerns regarding the sizable presence of self-referrals in the
medical market, despite existing anti-kickback laws [3]. There was substantial
debate, however, over the systemic effect self-referrals had on patient care and the
medical marketplace and the need for government regulation [3]. Proponents of
government regulation believed that self-referrals decreased competition, increased
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health care costs, and compromised quality of care [3]. Critics of regulation,
however, believed that self-referrals strengthened the marketplace by giving patients
more choices for health care services and, thus, providing an incentive to physicians
to maintain high quality of care [3].

Stark Law, the “Whole Hospital Exception,” and the Rise of Physician-Owned
Hospitals

The 1989 OIG report prompted Congress to push forward legislation, commonly
known as the Stark law, which prohibits physician self-referrals for eleven
designated health services paid for by Medicare or Medicaid [2]. Physicians who
violate the law face denial of Medicare payment for services rendered or mandated
refunds of payments and civil monetary penalties [6-9]. The Stark law allowed
certain safe harbors (or exemptions from the law) for activities that, as is commonly
said, accommodate a legitimate business relationship [10].

Included among the safe harbor provisions was the “whole hospital exception.”
Under this exception, a physician could refer Medicare or Medicaid patients to a
hospital in which he or she had a financial interest if (1) the referring physician was
authorized to perform services at that hospital and (2) the physician’s financial
interest was in the whole hospital as opposed to a specific department or subdivision
[4]. Savvy physician entrepreneurs used this provision to invest in and refer patients
to POHSs, which satisfied the “whole hospital exception” because POHs are
freestanding facilities [2, 11]. However, many POHSs closely resemble divisions
within general hospitals. Most specialize in specific services, such as cardiac or
orthopedic surgery, and many of their patients are referred from general hospitals by
the POH’s physician-investors [11]. As such, the “whole hospital exception” allowed
the growth of an industry that profited from the very type of self-referral scheme it
was clearly intended to prevent [1].

Government Investigation of the Impact of POHs

In 2003, Congress ordered an 18-month moratorium on further development of
POHSs while the Department of Health and Human Services (HHS) and the Medicare
Payment Advisory Commission (MedPac) investigated their impact on care, patient
safety, and the medical marketplace [12]. Overall, the reports painted POHSs as less
of a threat than originally believed. While they confirmed that POHSs increased
overutilization of services, treated patients whose care was less costly, and provided
less uncompensated care that nonphysician-owned hospitals, the feared decreased in
competition was found to be negligible [13, 14]. Moreover, the data showed that
physician-investor referral patterns to POHs and other facilities were similar to those
of physicians without an investment interest [13, 14]. The HHS report did, however,
substantiate concerns about patient safety arising from inadequate emergency
services [15].

Ultimately, neither MedPac nor HHS recommended the elimination of the “whole

hospital exception” [13-15]. In fact, MedPac stated that POHs “may be an important
competitive force” and “an appropriate response to physician frustration with
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community hospitals’ lack of responsiveness and physicians’ desire for control” [13].
Instead, they recommended modification of the Medicare payment system [13] and
“that hospitals...require a registered nurse to be on duty 24 hours a day, 7 days a
week, and a physician to be on duty or on call if one is not onsite” [15].

Despite the relatively benign picture painted by these reports, Congress proposed
several measures in 2007 and 2008 that would have, in varying degrees, eliminated
the “whole hospital exception” for new and expanded POHSs [16-18]. While none of
these measures was enacted, they demonstrated a continuing effort by some to
continue to limit or eliminate POHSs [16-18].

Section 6001 of the Patient Protection and Affordable Care Act (ACA)

The movement against POHSs gained substantial ground in May 2010 when President
Obama signed the ACA into law, substantially restricting POHs [5]. Section 6001 of
the ACA modified the “whole hospital exception” of the Stark law in three key ways,
adding (a) limits on the growth of POHs in the medical marketplace, (b)
requirements to disclose investment terms and investor identities, and (c)
requirements to provide emergency services [5]. Notably, the ACA measures are
somewhat narrow in their impact and scope—they apply only to facilities seeking
reimbursement for Medicare services that were Medicare certified after December
31, 2010. They do not affect POHs’ ability to seek reimbursement from self-pay
patients or private insurance [19-21]. To the extent that POHSs rely on Medicare
reimbursements, however, their growth and development are substantially curtailed.

(a) Prohibitions expanding existing or establishing new POHSs. Section 6001
prohibits expanding the capacity of existing Medicare-certified POHs as of March
23, 2010, unless they meet one of two exceptions. The law also placed a moratorium
on the establishment of new Medicare-certified POHs after March 23, 2010. For the
60-65 POHSs that were already being developed in March 2010, the ACA set a
deadline of December 31, 2010 to obtain Medicare certification [22, 23].

(b) Disclosure requirements. The ACA imposes reporting requirements and
restrictions on physician investments. POHs must report to HHS and disclose to their
patients the identity of their investors and investment terms and post their POH status
on websites and in public advertising. Moreover, the percentage of the aggregate
value of investments owned by physicians (as opposed to nonphysicians) in a given
POH was capped at its March 23, 2010, level. The act also limits the terms of
physician investment to prevent inappropriate behavior, prohibiting, for example,
lending money to finance physician investment in POHs or requiring physician-
investors to meet referral quotas [24].

(c) Emergency services. Also included in the ACA are regulations addressing patient
safety concerns regarding insufficient emergency services in POHs. POHs that lack
24-hour physician availability are required not only to disclose this fact to their
patients but also to obtain written acknowledgment that the patient understands.
Moreover, POHs must “provide assessment and initial treatment for medical
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emergencies and have the capacity to refer and transfer patients to full-service
hospitals, if necessary to treat a patient’s emergent condition” [20].

Physician Hospitals of America v. Sebelius

The new measures of the ACA that restrict POH growth and development have
recently come under legal challenge. Physician Hospitals of America (PHA), an
advocacy group for POHs, and one specialty POH, Texas Spine and Joint Hospital
(TSJH), filed suit against the secretary of HHS in the U.S. District Court for the
Eastern District of Texas challenging the constitutionality of section 6001 [20].
TSJH was in the process of expanding but was unable to complete its efforts before
the ACA restricted it [20]. PHA and TSJH argued that the restrictions (1) violated
due process and equal protection rights, (2) constituted an unjustified governmental
taking because it deprived the owners of their real property and capital investment,
“including their anticipated revenue source of Medicare,” and (3) were
unconstitutionally vague [20].

The district court dismissed the suit, upholding the constitutionality of the
restrictions and finding in favor of the secretary (and the Obama administration), a
victory for the ACA [20]. At the same time, it recognized that PHA and TSJH may
have identified a “wiser legislative approach” to achieving the underlying purposes
of the statute—primarily limiting financial incentives for unnecessary referrals [20].
The district court’s opinion implied that sufficient evidence was presented to support
the position that POHSs are a valuable element of the medical marketplace and less
restrictive means would be “wiser” [20].

PHA and TSJH appealed to the Fifth Circuit Court of Appeals, which also dismissed
the suit [20]. Unlike the district court, the appellate court did not address the
constitutional arguments [20]. Instead, it determined that the court lacked subject
matter jurisdiction because PHA and TSJH needed to pursue their claims directly
through HHS before bringing a lawsuit [20]. In order to bring a claim directly to
HHS, though, TSJH would have to complete its $30 million expansion, treat patients,
and file a claim with Medicare for reimbursement [20]. Only after its claims for
Medicare reimbursement were denied could TSJH then pursue its claim through
HHS directly [20]. This is a substantial financial risk for any institution.

Conclusion

In sum, the long-term impact of section 6001 of the ACA on the POH industry and
patient care is unknown. The dismissal of Physician Hospitals of America v.
Sebelius, the only challenge to section 6001 thus far, does not preclude future suits in
other federal jurisdictions or challenges to HHS—in fact, because the appellate court
did not address the constitutionality of the law, more claims are likely, either through
HHS or in other federal courts. Neither does the Supreme Court’s June 2012 decision
upholding the constitutionality of the ACA preclude challenges to section 6001 [25].
Even with legal challenges looming, though, section 6001 is a regulatory reality for
POHs. While critics of section 6001 warn that it will debilitate an important
competitive force in the marketplace, it does not categorically eliminate further
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development of the POH industry. It only eliminates Medicare as a source of income
for affected POHs. Even though most POHSs’ financial stability has relied on
Medicare, new or expanding POHs could alter their business models. Moreover, it is
questionable whether section 6001 will fulfill its stated intent, particularly given the
fact that the 2003 MedPac and HHS reports showed the POHs were not, or at least
not yet, the grave threat to patient care that many feared.
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POLICY FORUM
Ethics in Accountable Care Organizations
Matthew DeCamp, MD, PhD

Accountable care organizations (ACQs) are receiving significant attention as a
policy initiative for achieving the “Triple Aim” [1] improved patient care
experiences, better health for populations, and reduced per capita cost. This attention
appears warranted. Although other initiatives exist (including pay for performance,
the patient-centered medical home, value-based design, and global payment, among
others), ACOs are forming rapidly in both the public and private sector.

Most of the attention paid to ACOs focuses on their structural features; less attention
is paid to the ethical issues ACOs might raise or exacerbate. How health care is
delivered and paid for, however, helps determine those issues. Traditional fee-for-
service systems, for example, create an incentive for clinicians to perform more or
unnecessary procedures, and capitated payment systems reward clinicians for doing
less. Identifying and managing ethical problems will therefore be critical to the long-
term success of ACOs. This essay examines some of the concerns ACOs—
particularly hospital-based ACOs—confront.

Accountable Care Organizations: A Primer

The term “accountable care organization” was introduced relatively recently and is
said to have originated with Elliot Fisher during a 2006 Medicare Payment Advisory
Committee meeting and a subsequent publication [2]. The general concept is simple:
by linking groups of providers and hospitals into a formal organizational structure
and providing incentives based on specified health outcome measures and spending
benchmarks, one is able to create shared accountability and coordination among all
group members for achieving the Triple Aim. Shared accountability among all
providers—as compared to traditional individual incentives (e.g., pay-for-
performance)—is considered a novel feature of ACOs. By the time “ACO” entered
the medical lexicon, pilot projects, such as Medicare’s Physician Group Practice
Demonstration (PGPD) pilot project (2005-2010), involving its key features were
already in operation [3].

The 2010 Patient Protection and Affordable Care Act [4] was a watershed moment
for ACOs. Section 3022 directed the Secretary of the Department of Health and
Human Services to create a “shared savings program,” i.e., ACOs, for Medicare.
This legal framework was subsequently detailed by the Center for Medicare and
Medicaid Services (CMS) as a final rule in November 2011 [5, 6]. Although a
number of privately organized and successful accountable organizations exist [7],
describing ACOs under Medicare outlines their basic structural features.
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The Medicare Shared Savings Program allows any physician, hospital, physician
network, and other health care provider group that cares for more than 5,000
Medicare fee-for-service beneficiaries to form an ACO and apply to participate.
Agreements last at least 3 years. The incentive to participate is the “shared savings”
that the organization can earn if Medicare expenditures for its beneficiaries are less
than the CMS benchmark calculated for that ACO. This incentive should stimulate
ACOs to provide better coordinated, higher-quality care while reducing expenses.
Under a one-sided risk model, the ACO shares savings but suffers no loss if its
expenditures are higher than the benchmark; under a two-sided risk model, the ACO
can share a greater portion of the savings at the risk of having to pay back a portion
of Medicare’s losses if its expenditures are higher than the benchmark. Both models
require an ACO to report and meet 33 national quality measures. ACOs have
significant freedom to adopt and create their own quality, efficiency, and patient care
coordination interventions.

Data from the PGDP pilot suggest that ACOs may be effective at improving quality
and reducing expenditures [8]. Participation is expanding rapidly. As of January
2013, more than 250 Medicare-related ACOs exist, covering nearly 4 million
Medicare beneficiaries [9]. Two parallel initiatives are the advance payment model
(which has provided upfront funds for infrastructure investment to small or rural
ACOs), and the pioneer ACO model (which allows for higher levels of shared
savings and risk for organizations with significant coordination experience). Of note,
although the initial ACO concept centered on the acute-care hospital and its
patient/physician area, having a hospital is not required in Medicare’s final rule, and
some physician-only ACOs do exist [10].

Ethical Issues in ACOs

Hospitals and hospital-based systems, however, will undoubtedly head some if not
most ACOs, and they will also contract with physician-only ACOs. This section
introduces a few of the ethical concerns hospitals and their leadership might face.

Patient autonomy and cost savings. To protect patient autonomy, hospitals that lead
ACOs assume responsibility for informing patients of their membership in the ACO,
what an ACO is, and how it might affect their care. Within Medicare’s Shared
Savings Program, for example, ACOs must inform patients either in writing or in
person about their clinicians’ participation. Unlike health maintenance organizations,
ACOs claim to allow patient choice of doctors (especially under Medicare’s rules),
but evidence suggests that cost savings might depend on the ACQO’s control over
referral patterns [11]. How should hospitals balance control over referral patterns
with physician and patient preferences, or might a constraint on autonomy be
ethically justified [12]?

Unintended financial effects. ACOs face a certain financial tension. Excellent
outpatient care, for example, might reduce admissions for “ambulatory-sensitive
conditions,” such as chronic obstructive pulmonary disease; can hospitals put the
overall ACO savings and patient well-being above the fees they would receive from
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more admissions? Hospitals and other ACO leaders have an ethical obligation not to
engage in behaviors that are inconsistent with the intent of the signed agreement,
namely, to reduce or limit overall health expenditures. But there is the possibility that
hospitals will engage in unethical fiscal behaviors, including cost shifting and
escalation. For example, hospitals might shift patients from costly therapeutics paid
for under Medicare part A to outpatient therapeutics paid for under Medicare part D,
because the latter is not part of the benchmark calculation [13]. Others worry that
powerful hospitals might use substantial market power obtained through
participation in a large, well-integrated ACO to raise prices [14]. A hospital or health
system, for example, could use its large size to negotiate higher payments from
private insurers, thereby gaining additional revenue or offsetting any reduction in
revenue, were it to occur as a result of reduced Medicare payments. For patients with
private insurance, this could result in higher premiums that effectively supplement or
subsidize the shared savings. Payers (such as CMS) will undoubtedly watch for such
scenarios, and legal rules (such as antitrust law) might place certain constraints on
them.

Benefit sharing. Successful ACOs will share in the savings accrued with the payer,
which means that hospitals will need to determine how to use these savings. In the
case of the Medicare Shared Savings Programs, the savings must be shared with
ACO participants or used for purposes consistent with those of the program. How
can a hospital use and distribute these savings fairly? Should savings be shared
equally among ACO members, or awarded to departments or clinicians according to
a formula based on performance? If ACO savings result mainly from reduced
hospital readmissions, for example, should those savings go to the hospital unit
responsible for the discharge—or the outpatient clinicians’ efforts to follow up and
keep patients at home? Finally, should patients in an ACO share some portion of the
savings?

Focus. ACOs will need to determine which of many quality metrics to focus on. In
the CMS program, for example, among the 33 quality measures, specific attention is
given to “at-risk” patient populations (e.g., patients with diabetes, hypertension,
coronary artery disease, and heart failure). Time and resources are limited, so ACOs
must decide how to spend limited quality-improvement resources fairly. Acute-care
hospital leaders might have experience with certain measures (e.g., medicine
reconciliation at discharge), lack of experience with others (e.g., preventive health,
such as mammography), and lack of control over still others (e.g., ambulatory care).
Deciding how to prioritize goals will require careful balancing of ethical values.
Should an ACO focus, for example, on improving quality measures that are furthest
from the target, those nearest, or those most easily achieved? Because quality
measures will likely be associated with specific patient populations, this choice will
be analogous to choosing between those “most in need” and those “most likely to
benefit”—a classic issue of distributive justice.

Relationships with physicians. From ACOs’ beginnings, the historically strained
relationships between hospitals and providers was seen as a potential “cultural”
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barrier [2], and this tension continues [15]. The appropriate relationship between
hospitals and providers is an ethical concern, not just cultural or financial. Ethical
values of concern to the profession, such as professional autonomy, might be
affected when hospitals decide upon and implement initiatives for achieving ACOs’
aims [16]. If physicians or other providers resist or sense a loss of professional
autonomy, this could impact their willingness to adopt new initiatives and thereby
affect their patients’ care. Hospitals within ACOs will need to recognize this
historical context and develop strategies for appropriately managing relationships
with physicians.

Board governance. Finally, ACO leadership will play a key role in determining how
an ACO behaves. Determining an appropriate governance structure is therefore
important. The Medicare Shared Savings program rules require governing boards to
include a Medicare beneficiary but otherwise allow significant latitude in
composition and procedures. Including a beneficiary should add critical
accountability, legitimacy, and patient-centered input, but questions will remain
regarding the beneficiary’s role and ability to remain an independent and powerful
voice.

Conclusion

As ACOs proliferate, their long-term success depends in part upon identifying and
addressing the ethical issues that, while not entirely new to hospitals, are relatively
unique to this structure. Some behavioral economists caution that undue focus on
financial incentives erodes intrinsic motivation and altruism [17]. Whether this will
change or compromise a hospital’s mission and organizational behaviors over time
requires ongoing study. To the extent that certain issues (e.g., cost shifting) require
empirical identification, verification, or testing, future empirical research will be
necessary. To the extent that other issues, such as fair sharing of ACO savings with
patients, require conceptual clarity, further thought will be necessary.
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MEDICINE AND SOCIETY
Physicians’ Role in Protecting Patients’ Financial Well-Being
Neel Shah, MD, MPP

During medical training we learn as much from our patients as we learn from our
professors. With rising health care costs and bursting household budgets, patients are
teaching us that now, more than ever, physicians have a moral obligation to protect
not just patients’ physical health but their financial health as well.

Our job routinely requires us to manage expensive resources—one day in a hospital
bed can cost the same as a week in the Ritz Carlton. Yet we have minimal training in
how to manage resources responsibly. In fact, we may have anti-training.

We are taught to approach patient care with an “everything possible” ethos that
seems at odds with cost effectiveness. We are rewarded for discovering the rare
zebras among the more common medical condition “horses” and for working up
exhaustive differential diagnoses indiscriminately [1]. Although we realize health
care is expensive, we often mistakenly assume that our patients’ best interests and
conserving resources are mutually exclusive goals.

Our patients teach us differently.

Medical bills are the leading cause of personal bankruptcy in the United States, even
among the insured [2]. As physicians we decide which tests or treatments go on the
bill but have little idea how our decisions impact what patients pay [3]. At the same
time, up to a third of the tests and treatments we order do not seem to make anyone
healthier [4]. This includes daily lab tests on inpatients that never get followed up,
imaging tests in patients with nonspecific low back pain, and countless other
practices (45 of which are currently listed on the ABIM Foundation’s Choosing
Wisely web site as practices that patients and physicians should question [5]).

The consequences affect everyone. In 2008 in Massachusetts, where 98 percent of
citizens have insurance coverage, more insured non-elderly adults reported difficulty
paying medical bills than ever before [6]. More Americans are on high-deductible
plans than ever before, meaning many of us are paying the first couple thousand
dollars of medical expenses out of pocket [7]. And the emerging case reports are as
powerful as the statistics; the Costs of Care Essay Contest has collected hundreds of
stories from all over the country of unnecessary financial harm due to cost-
insensitive medical decisions that do not help patients get better [8]. In medical
school we are taught that any preventable harm is unacceptable, and these examples
are no exception.
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Patient demand for physicians to consider costs has never been stronger. In 2013,
consumers can make informed purchasing decisions about products, services, and
entertainment based on the pricing and quality information on web sites such as Yelp
and Travelocity. Government and private industry are both betting that patients have
developed similar expectations for information about health care. More than 30
states either have or are pursuing price transparency legislation for patients [9]. |
know that more than a dozen companies dedicated to health care price transparency
have incorporated to date, with some capturing hundreds of millions of dollars in
venture capital funding.

Payers and policy makers are also exerting pressure to stop the waste of health care
funds. Reimbursement systems are shifting from fee-for-service models, in which
doing more means making more (because each intervention is paid for separately), to
capitated models, in which doing too much can mean making less money (because
payment is per episode of care). Medicare has begun contracting with accountable
care organizations (ACOs)—contractual networks of physicians, clinics, and
hospitals committed to delivering quality and cost-effective care by coordinating
patient treatment. ACOs that meet benchmarks for quality and cost efficiency share
savings with Medicare. In the private sector, shared financial risk contracts between
payers and physicians and clinics are becoming increasingly common [10].

With patients, the government, and the private sector lining up against wastefulness,
the medical profession has been encouraged to promote resource stewardship as a
matter of professional ethics. The ABIM Foundation’s widely endorsed Physician
Charter on Medical Professionalism states that we are obligated to scrupulously
avoid “superfluous tests and procedures” in an effort to provide care that is “based
on the wise and cost-effective management of limited clinical resources” [11]. In the
last year, professional initiatives such as the ABIM Foundation’s Choosing Wisely
Campaign added greater visibility to the need for physicians to decrease waste.

As many as 80 percent of practicing physicians currently believe it is their
responsibility to help bring health costs under control, and even those who do not
share this view believe that costs are increasingly influencing their clinical decisions
[12]. At the same time, the IOM recently estimated that $750 billion may be wasted
each year in the United States on care that does not make anyone healthier, a figure
on a par with the Department of Defense cost estimate for the entire Irag War.

Nonetheless, professional and ethical standards on overutilization have not yet been
widely put into practice. While our responsibility to contain costs is clear, lack of
training on how to consider costs while caring for patients muddies the way forward.

A central problem is that most of the conversation about health care costs is
abstracted to the population level. We discuss percentages of GDP and other
macroeconomic statistics rather than patient-level financial harms. We physicians are
trained primarily to take care of the patient in front of us, not to assume
responsibility for entire populations. As a result, it is seldom clear how resources
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diverted from one patient will help better serve the needs of another. For a physician
at the bedside, savings realized from ordering a less expensive test or avoiding a
marginally valuable therapy seem to accrue to the profit margins of insurance
companies, not necessarily to the sick patient down the hall. Moreover, while we
have frameworks for thinking about patient safety and therapeutic efficacy, we have
no similar framework for thinking about cost and value. In the absence of such a
framework, the only alternative is the understandably disturbing image of individual
clinicians making rogue rationing decisions.

A first step to developing a framework for cost-conscious care may be to abandon
the mythology that we are able to do everything for every patient without harmful
consequences [13]. This will require distinguishing between macroeconomic
resource stewardship and the financial well-being of the patient in front of us. By
doing this, we may see instances in which the best interests of our patients and the
need to conserve societal resources are well aligned. For example, both the patient
and society win when we use generic medications, yet we routinely miss these
opportunities to pick low-hanging fruit.

The cases in which our patients’ interests and societal resource stewardship are less
well aligned are more challenging to navigate. Occasionally, patients themselves
demand low-value services and we must be prepared to advise them appropriately
and recommend cost-conscious alternatives. In the same way we are expected to
explain to patients why a narcotic or antibiotic may not be indicated, we should feel
comfortable explaining why an unnecessary MRI should not be performed.

In other cases, a patient may truly need an expensive therapy but may struggle to
afford it. In these cases, we should devise and teach strategies to decrease patients’
out-of-pocket expenses by using alternative diagnostic and therapeutic formulations.
If less expensive alternatives do not produce the best or standard care, patients
should still have the opportunity to choose them as long as they know full well what
the anticipated tradeoff is. Dismissal of these type of therapies (even well-intended
dismissal) can lead to greater harms, particularly if more expensive options cause
financial burdens or if they cause patients to forgo care altogether [2].

For these types of cost-conscious frameworks to be successful, physicians must have
some sense of the financial consequences of their decisions. While precise costs are
difficult to obtain at the point of care, physicians should be able to identify the
largest resources under their direct discretion (for example hospital beds and MRI
scans) and be able to estimate the average costs of their decisions within an order of
magnitude (does a CT scan cost $10, $100, or $1,000?). Learning how to evaluate
costs and interpret cost-effectiveness studies should also be standard parts of medical
school curricula.

The task of considering costs while taking care of patients adds an additional

dimension of complexity to an already difficult job. Still, there are many sources of
complexity in our profession, ranging from the genomic revolution to the integration
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of informatics. Our obligation to consider costs is not exceptional. That is why a
group of medical educators formed Costs of Care, a nonprofit organization that helps
physicians, nurses, and other caregivers master the complex world of health care
costs to protect patients from financial harm. Through our Teaching Value Project
[12], an initiative of Costs of Care that was funded by the ABIM Foundation, a group
of medical educators and economists have come together to create a series of short,
web-based video modules that teach medical students practical strategies such as, for
example, decreasing patient medication expenses and avoiding test overutilization.
The modules are designed to be widely accessible and allow users to efficiently
demonstrate their learning with interactive exercises.

It is apparent that the physicians of tomorrow will be increasingly compelled to
consider costs and recognize their role in protecting patients’ wallets. It is time we
give them the skills, training, and support they need to do so.
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OP-ED
Are Physicians Ready for Accountable Care?
Matthew McNabney, MD

As health care in this country shifts toward delivery models that emphasize cost
effectiveness and measurable quality, physicians must adapt to evolving
expectations. In particular, they will need to possess the knowledge and skills to lead
and contribute to accountable care organizations (or ACOs) [1, 2]. Many of these
needed skills and practices are not specifically addressed in traditional undergraduate
and postgraduate medical education. In this article, I will discuss a few
competencies that are important for practitioners to develop in anticipation of a
changing medical landscape.

A few existing models with similarities to ACOs have years of operational
experience and can serve as important examples of techniques and best practices.
The Program of All-Inclusive Care for the Elderly (PACE) [3] was developed in the
early 1980s to provide comprehensive and cost-effective care for high-risk, frail
older adults in a community-based model. Since 1980, PACE has expanded to 82
sites in 29 states and serves 24,000 older adults. All enrollees are under the care of a
highly organized interdisciplinary team (IDT) with responsibility for all health care
services and costs. Programs like PACE are fully integrated (outpatient, inpatient and
long-term care services) and are responsible for all health care costs. Payments are
capitated—per patient, rather than per intervention—and funding is primarily
through Medicare and Medicaid, but enrollees not eligible for Medicaid can also pay
with private funds. In every sense of the term, PACE programs are accountable for
the health care needs of their patients. Because | am a medical director of a PACE
program, | have had the opportunity to learn what practices and skills are most
important for success in an integrated, cost-conscious, performance-driven program.

Be a Team Player

Consistent with federal regulations, PACE programs must maintain interdisciplinary
teams as the primary mode of care provision. It is likely that ACOs, too, will
establish IDTs specific to patient needs (and will monitor them to ensure best
results). The members of typical IDTs in programs like PACE or ACOs include
nurses, social workers, and transportation personnel as well as rehabilitation
therapists. Sharing responsibility for assessment and treatment plans with
nonphysician team members can be hard for physicians [4]. Although physicians
have historically assumed leadership roles and directed care, most care situations are
better served with a balanced interdisciplinary approach, in which input is freely
exchanged and efficiently incorporated into plans of care. This is not easy, nor is it
seen as feasible within many existing practice models. For this type of shared
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decision making to be successful, clinical teams need common goals for patient care
and a culture of respect in which input is continually encouraged. Taking notice of
input and providing feedback (especially positive) is particularly effective in
maximizing team performance.

Pay Attention to Costs

The degree of financial risk within the ACO structure depends on the specific
payment model. For example, “shared savings” programs entail the least risk;
provider organizations work to reduce costs to obtain a percentage of the money
saved. In capitated models, provider organizations assume more risk because they
receive a lump sum for each patient; if that patient’s care exceeds the amount of the
capitated payment, the organization loses money [1]. Physicians should be able to
provide “high-value, cost-conscious care”; being able to do so has been recognized
as a critical “core competency” in medical training [5]. For every test, treatment or
consultation, I ask myself and others within our IDT, “Why is this being done, what
do we plan to do with the result or effect, and how will that affect the patient? Does
it have measurable value? Does that value justify the cost?” | have found that asking
these questions routinely is sufficient to ensure that quality of care is not
compromised while minimizing waste. For example, clinicians should routinely
discuss with patients the likely outcome of a test and what next steps might be
prompted by a positive result. As a result of these discussions, some patients will
choose to forgo testing.

Let Patients Decide

Many decisions in medicine are driven by evidence-based guidelines that standardize
care according to established recommendations derived from experts, and, in many
respects, this has improved the quality of care. However, physicians must also
practice patient-centered care, which is the intentional effort to include patients in
medical decisions. Not only does this empower patients, it allows for appropriate
deviations from standard practice driven by the individual’s specific clinical scenario
and preferences. This approach results in high-quality care that adheres less rigidly to
recommendations if it is driven by patient wishes and perceived potential for benefit.

Acknowledge and Plan for Death

Patients do not typically enjoy talking about death, and doctors are often
uncomfortable with these discussions as well. However, it is a central part of good
medical care planning. In my experience, these discussions become easier and more
natural as they become routine in patient-doctor conversation. Rather than discussing
death as a medical defeat, physicians should describe these conversations as
“insurance policies” for maintaining control of personal health decisions when
decision making might not be possible. These discussions allow patients to clarify
how they would prefer things to go at the end of life. This is analogous to addressing
preventive care with patients, and physicians can prospectively serve their patients
best by having thoughtful and clear discussions. Physicians who are able to serve
patients through the end of life reap rewards associated with doing it well.
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Conclusion

We are entering a new phase of medicine in this country. Physicians will work
within models of care that are quite different from those prevalent 10 years ago. We
will be expected to provide high-quality care that meets measurable standards, and
we will be held accountable for outcomes. We will be paid less and less for how
much we do, and more and more for how well we do. By engaging the four practices
discussed above, it is likely that physicians will feel more prepared to care for
patients effectively and enjoy their careers.
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