
Index

545

A

AAMC (Association of Ameri-
can Medical Colleges), 456

AANP (American Academy of
Nurse Practitioners), 314

AAP (American Academy of
Pediatrics), 318

AAPP (American Academy on
Physician and Patient), 226

AASPA (American Association
of Surgical Physician Assis-
tants), 325

ABC (activity based costing),
advantages of using, 11

Abnormal lab results, 222
Academic medical centers

(AMCs): challenges facing,
462–469; described,
456–460; fund flow analyses
generated by, 470; medical
schools by geographic region,
459fig; mission-based budget-
ing movement among,
469–470; opportunities being
created by, 470–473; origins

and development of,
461–462; relationship of
medical schools to parent
universities, 458fig; structure
of faculty practice plan,
459fig.  See also Hospitals;
Teaching hospitals

Academic medical practices:
balancing mission/margin in,
26–27; clinical trials in
private vs., 412

Academic Practice Compensa-
tion and Production Surveys
(MGMA), 46

Accrual accounting method,
11–12

ACGME (Accreditation Council
for Graduate Medical
Education), 439

ACOs (ambulatory care organi-
zations), 218–219, 379

ACRP (Association of Clinical
Research Professionals), 416

Activity based costing, 67–68
ADA (Americans with Disabili-

ties Act): described, 184;

human management
application of, 281–282; in-
terviewing job candidates
and, 274

ADGR (average daily gross
revenue), 46

Administrative denials, 48–49
Adverse events: ACO high risk

areas for, 219; example dur-
ing clinical trial, 425; explain-
ing to patients, 226;
increasing workload of nurs-
ing staff and, 333

Advertising: for clinical test sub-
jects, 426–427; marketing
using different types of,
400–402; measuring effec-
tiveness of, 406–407

Age Discrimination in Employ-
ment Act (1967), 284

Agency for Healthcare Research
and Quality, 218–219

Aging baby boomer generation
patients, 397

AHA (American Hospital
Association), 335, 456
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AHRQ (Agency for Healthcare
Research and Quality), 223

AIDE approach: assessing cur-
rent situation using, 515–516;
develop solutions using,
520–521; evaluate action out-
comes, 521; identify root
causes using, 516–520fig; one-
hour team meeting using,
517fig, 521; steps in, 515, 516t

Allcorn, S., 259
Allocation. See Cost allocation
Alternative medicine/therapies,

396
AMA (American Medical Associ-

ation): regarding differences
between physicians and
NPCs, 318; supporting physi-
cian’s billings for extra ser-
vices, 374

AMA (American Medical Associ-
ation) RBRBS survey (2001),
6–7

AMCs. See Academic medical
centers (AMCs)

American Academy of Nursing,
335

American Academy of
Pediatrics, 7

American Board of Medical
Specialties, 439

American Hospital Association,
378

ANCC (American Nurses
Credentialing Center), 314,
335

Ancillary services, 242
Anthem, 138
Anti-Kickback Act: joint ventures

under, 388; MSOs (manage-
ment services organization)
and, 445; overview of,
198–199, 243; safe harbors to
the, 199–200

Antiharassment laws, described,
184

Antitrust issues: for an IPA, 444;
for a PHO, 445

Antitrust laws, 187–191, 243, 388
AONE (American Organization

of Nurse Executives), 335

546 Index

APN (advanced practice nurse),
337

APPAP (Association of Postgrad-
uate Physician Assistant
Programs), 324, 325

AR (accounts receivable), 46
ARC-PA (Accreditation Review

Commission on Education for
the Physician Assistant), 315

Arsenault, E. A., 330
Avoidable costs, 79

B

Bad debt, 47–48
Bad debt recovery rate, 48
BARS (behavioral anchored

rating scale), 279, 280fig
Bates, D. W., 481
Becker, C., 527
Benchmarking: compensation

formula and use of, 297–298;
data used in performance im-
provement, 503–504; steps in
the process of, 126, 127fig

Bennett, T., 251
Berlin, L. E., 313
Billing and collections: adjust-

ments of, 227–228; allocating
indirect cost of, 63; challenges
of, 44–45; measurement of
patient charges, 130–131; for
new services/programs,
386–387; for NPC services,
318–320; patient receipts fac-
tors affecting, 136–137; as
process performance indica-
tor, 52–53; during revenue
cycle, 39fig–40

Billing inquiry, 53–54
Blair, T., 529
Boutique medicine, 374
Bradford, V., 256
Breakeven analysis: calculating,

69fig; calculation including
profitability/overhead, 70fig;
of mammography screenings,
69fig, 70fig, 73t; overview of,
68–69; simplified breakeven
formula, 68fig; special consid-
erations for, 71–79

Breakeven analysis special con-
siderations: adjusting reim-
bursement rates/payer types,
71t–73t; breakeven and capi-
tation, 73–76; expected aver-
age rate of reimbursement,
72fig; new patients vs. existing
patients, 77; sunk costs, avoid-
able costs, 79; use rate sensi-
tivity, 76t; variable cost
calculation for more diverse
service mix, 77–79fig

Brotherton, B. G., 501
Buckingham, M., 340
Budget: comparing actual finan-

cial performance to, 135–137;
marketing, 404–406; mission-
based, 469–470; as monitor-
ing/managing mechanism,
3–4; in relations to
planning/control cycle, 4fig;
strategies for setting, 19; vol-
ume adjustment of, 82

Budget process: balancing mis-
sion/margin in academic
medical practice, 26–27; cre-
ating expense budget, 22–30,
31t; creating revenue budget,
18–22t; creating statistics bud-
get, 14–18t; eight steps in, 30;
overview of the, 12–13fig

Budgeting methods: ABC (activ-
ity based costing), 11; cash vs.
accrual, 11–12; incremental
vs. zero-based, 9–11; level of
detail, 6–7; level of participa-
tion, 5; relationship between
level of effort and precision,
10fig; variety in, 5

Business plan initiatives: exam-
ples of strategy, 362fig; sample
preliminary tasks/timeline for,
365t; sample report on ratings
for proposed, 364fig; sample
timeline for implementation
of, 366fig

Business plan process: analyze
your market, 358–360; ana-
lyze your physician gap, 360;
consider scenarios, 363; ex-
amples of strategy initiatives,
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362fig; nine steps in, 353; pre-
liminaries of, 353–354; pro-
ject your future state,
361–363; refine and test your
plan, 364–365; roll out your
plan, 367; sample report on
ratings for proposed initiative,
364fig; set mission and vision,
355fig–357; summarize your
current state, 360–361t

Business plans: evaluating your
organization, 357–358; issues
addressed by type of practice,
350t; participants in develop-
ing, 351–353; planning
process leadership, 351fig;
process of, 353–367; sample
timeline for implementation
of, 366fig

C

C corporation, 86–87
California Medical Injury

Compensation Reform Act
(1974) [MICRA], 218

California Nurses Association,
334

Capital budget, 12
Capital budgeting process: assess-

ing the capital investment,
121–122; evaluation of oppor-
tunities, 102–117; financing
the capital investment,
117–121t; four stages listed,
101; planning, 102–103

Capital equipment costs, 381–382
Capital investment analysis: IIR

(internal rate of return),
111–113t; illustrative case
study of, 113–117, 115t; inter-
nal rate of return, 111–112; net
present value, 108–111t, 113t;
overview of, 105–106fig; pay-
back period, 106–108, 113t;
strengths and weaknesses of
ROI analytical tools, 113t

Capital investment assessment,
121–122

Capital investment financing: an-
alyzing the lease vs. purchase

decision, 118–119, 119t; fi-
nancing with debt, 119–121t;
internal financing, 117; leas-
ing, 118

Capital investments: assessing
the, 121–122; defining, 100;
financing the, 117–121t; three
general categories of,
100–101fig.  See also Project
business case

Capitation: breakeven calculation
for new patients, 78fig;
breakeven capitation rate,
74fig–76; described, 73, 158;
distributing to providers, 167;
Dr. Foster’s capitation
breakeven calculation,
74–75fig; fee-for-service equiv-
alents, 167; full professional,
166–167; group practice ac-
ceptance of, 74fig; MCO con-
tracts regarding, 165–168;
payer determination of pa-
tients and paid, 168; primary
care, 165; specialty care, 166.
See also Reimbursement
methodologies

Case rates: described, 158; MCO
contracts on, 168

Cash accounting method, 11–12
Cash application, 53
Cash budget: described, 12–13;

Highgrove Family Practice
(2004), 31t

Cash flows: compensation payout
schedule and, 307–308; using
discounted, 103–105; evalu-
ated for operating lease, 121t;
evaluated for purchase, 120t

Cause-and-effect (fishbone or
Ishikawa) diagram,
518–520fig, 519fig

Center for Studying Health
System Change, 248, 377

Centers of excellence, 376
Certificate of need laws, 185–186,

243, 388
CFR (Code of Federal Regula-

tions), 274
Charge capture, 51
Charge entry process, 51

Charity care, 19
Chrysalis Family Practice, 119
Civil Monetary Penalties Act,

198, 243, 388
Claims filed electronically, 52
Claims management, 229–231
Claims in unbilled status, 52
Clayton Antitrust Act, 187–188
Clean claims, 52
CLIA (Clinical Laboratory

Improvement Act), 186
Clinical denials, 48, 49
Clinical integration issues,

190–191
Clinical nurse specialists, 315
Clinical performance monitoring,

138–139.  See also PI (perfor-
mance improvement)

Clinical trial process:
budgeting/estimation of
recruitment potential,
421–423; facility requirements
for, 418–419; knowledge and
organization requirements,
415–416; overview of,
414–415; personnel require-
ments, 416–418

Clinical trial subjects: informed
consent from, 423–424;
methods of recruitment,
424–428; reasons for
dropouts by, 429t; retention
of study, 428–429

Clinical trials: compensation
from clinical revenue vs.
phase III, 411t; ethical issues
of, 429–430; example of ad-
verse event during, 425; how
to get started, 419–421; orga-
nization of process, 413–414;
potential benefits from in-
volvement in, 413; private vs.
academic practice as site for,
412; process of, 414–419;
recruitment of trial subjects,
423–428

Clinton, B., 533
CME (continuing medical educa-

tion), 57
Coding accuracy, 51
Coffman, C., 340
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Collections. See Billing and col-
lections

Comanagement, 450
Communication: claims manage-

ment and role of, 229; IT
(information technology) im-
proving patient-physician,
482; listening and, 226, 276;
used in marketing, 400–402;
monitoring telephone, 223;
provider-patient, 225–226;
using vocabulary and lan-
guage facilitating, 227

Community hospitals, 378
Community relations, 402–403
Community standards, 152
Compensation: budgeting physi-

cian/nonphysician, 23t; de-
clining rates of physician, 253;
establishing comparability of
physicians,’ 93t; impact of or-
ganizational nature/strategy
on, 292–293; managing em-
ployee benefits and, 285–287;
for NPs and PAs, 316; nursing
classifications and range of,
339, 341; PFP (pay-for-perfor-
mance) approach to, 286–287;
phase III trial vs. clinical rev-
enue, 411t; practice gover-
nance and model of physician,
257–258; process for physi-
cian, 293–309; Stark (Start I
and II laws) on, 91–92; tax
perspective on, 90–92; in tax-
exempt organizations, 92–96;
variance analysis of FTE, 81.
See also Employees

Compensation formula: alloca-
tion of revenue/costs by indi-
vidual, 305t; cost allocation
considerations/by specialty,
303t–304t; example of, 299fig;
including quality performance
in, 301–302, 303fig; overall
design for, 300fig; perfor-
mance areas and metrics for,
298t; step 1: considering de-
sign characteristics, 296; step
2: determining allocation of
resources, 296–297; step 3:

548 Index

determining how production
will be recognized, 297–298

Compensation process: compen-
sation redesign committee
role in, 294–295, 296fig; con-
sidering productivity in,
297–298, 301; designing ap-
peals process, 308; designing
transition plan, 308; deter-
mining objectives/principles,
295; determining payout
schedule/cash flow, 307–308;
developing conceptual design
for, 298–302, 300fig; match-
ing compensation to strategy,
296–298; meeting with key
representatives, 307; model-
ing the proposed methodol-
ogy, 302, 306; rolling out the
methodology, 309; steps in
the, 293–294fig

Compensation redesign commit-
tee, 294–295, 296fig

Compensation (tax-exempt
organizations): accounting
methods, 94–96; financial
accounting issues, 94; taxabil-
ity in, 92–93

Competition: between new ser-
vices/programs and, 380–381;
evaluating marketplace, 149;
proscriptions on, 191

Compliance: increasing focus on
health care corporate,
195–196; laws and regulations
relevant to, 196–203; objec-
tives of, 204–205; OIG identi-
fied risk areas for, 208t–209t;
planning for, 139

Compliance programs: corporate
integrity agreements/compli-
ance guidance, 203; develop-
ment of, 205–207; elements of
effective, 204

Confidentiality: federal laws gov-
erning, 186; group practice,
263; HIPAA regarding pa-
tient record, 498, 505; impor-
tance of keeping patient’s,
228; physician contracts re-
garding, 263

Constructive receipt, 94
Consumer-directed health, 358
Consumerism, 245, 252
Contento, D., 444
Contracts: important considera-

tions/issues involved in,
262–263; legal issues of,
181–182; MCOs (managed
care organizations), 146fig–172

Contractual allowance, 133
Control charts, 511fig
Cooper, R. A., 255, 311
Cornerstone ENT Practice,

113–117, 115t
Corporate veil, 87
Corporation, 86–87, 178, 179
Cost allocation: assumptions be-

hind, 60t; relative value units
as basis for, 63–65; step-down
method to calculate, 59–63.
See also Pittsburgh Family
Practice

Cost-to-collect, 48
Costs: allocation of, 59–65; defin-

ition of, 56–57; health care,
253, 527–529

Costs of practice: activity based
costing to calculate, 67–68;
breakeven analysis of,
68fig–79fig; direct and indi-
rect, 58; elements making up,
57–58; fixed and variable,
66–67; mammography
screening data, 69fig; produc-
tivity management and,
80–83; relative value units as
basis for allocation, 63–65;
step-down method to calcu-
late allocation of, 59–63; sunk
and avoidable, 79.  See also
Physician services

COTH (Council of Teaching
Hospitals), 456, 457fig

CPT (Current Procedural Termi-
nology) codes: analysis
process on, 159, 160fig; bud-
geting using list of frequently
used, 7; categories of,
385–386; categorized by level
of effort, 9t; payer evaluation
sheet on, 131, 133, 134t
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Credentialing: checking refer-
ences and, 275; of hospitals,
439; JCAHO role in, 313,
389, 502; MCOs (managed
care organizations), 164–165;
new services/programs,
389–390; of NPCs (nonphysi-
cian clinicians), 313–316

CRO (contract research organiza-
tion), 413–414, 420, 421, 429

Current Award Trends, 213
Current Procedural Terminology,

386
Customer service, 53–54

D

Davis’s Dictum, 512
DEA (Drug Enforcement

Administration) number, 152
Death. See Mortality
Debt financing, 119, 121t
Deductible expenses, 95–96
Defense Industry Initiative, 195
Demand for services, 127,

129–130
Denial rates, 48
Departmental meetings, 354
Depositions, 232–233
Depreciation, 95, 103–104
DHSs (designated health ser-

vices): other exceptions to
financial relationships with,
201–202; Stark law excep-
tions regarding, 201–202;
Stark self-referral prohibitions
regarding, 200

Diamond, F., 313
Dietrich, C. L., 255, 311
Direct costs of practice, 58
Direct mail (newsletter), 401
Disease management programs,

375–376
The Doctor’s Dilemma (Shaw), 

530
Documentation: causes of poor,

225; as loss prevention strat-
egy, 223–225.  See also Patient
records

Drucker, P., 524, 527, 530
Dunlop, D., 394

E

Economies of scale, 67
Edwards, T. L., 25, 124
EEO (equal employment oppor-

tunity) laws, 274
EEOC (Equal Employment

Opportunity Commission),
274, 283

EIN (employer identification
number), 97

Electronically filed claims, 52
Employee job satisfaction: factors

of, 275–276; strategies to im-
prove, 276–277

Employee recruitment: advantages/
disadvantages of internal vs.
external candidates, 272–273fig;
checking references and cre-
dentials, 275; human manage-
ment process of, 271–273; legal
concerns in interviewing, 274

Employees: costs of delays and
errors by, 136; costs of replac-
ing, 269–270; ensuring ongo-
ing training of, 281; evaluating
performance of, 277–280; fed-
eral antidiscrimination laws
applying to, 281–285; human
resource recruiting of new,
271–275; independent contrac-
tor vs. status of, 96–97; maxi-
mum RVUS per month for
clinical FTE, 24t; measuring
monthly variable labor re-
quirements for FTE, 25t; offer-
ing rewards and recognition
to, 287–288; preparing projec-
tion of FTE, 23–24; retaining,
275–277; strategies to improve
satisfaction factors, 276fig; time
requirements for typical clini-
cal trial, 416–418; variance
analysis of compensation/skill
mix of FTE, 81.  See also
Compensation

Employment law/practices: ADA
(Americans with Disabilities
Act), 184, 274, 281–282; equal
employment opportunity and
antiharassment laws, 184;

ERISA (Employee Retirement
Income Security Act), 185;
FLSA (Fair Labor Standards
Act), 183, 284; FMLA (Family
and Medical Leave Act), 184,
284; OSHA (Occupational
Safety and Health Act), 184

Entity structure: advantages/disad-
vantages of taxable/tax-exempt
status, 91fig; C corporation,
86–87; comparison of tax, 89t;
legal issues regarding, 178–180;
LLC (limited liability company),
88–89, 178, 179–180; nonprofit
corporation, 89–90; options/fac-
tors to consider when selecting,
86; partnerships, 88, 178, 179; S
corporation, 87–88

Epochal transformation periods,
524

Equal employment opportunity
laws, 184, 284

Equal Pay Act, 274
Equity relationships, 447
Equity ventures, 242
ERISA (Employee Retirement

Income Security Act), 185
Evaluating marketplace: illustra-

tion of, 149fig; major payers,
148–149; networks, 150; prac-
tice competition, 149

Exclusion of providers issue, 191
Expansion capital investments,

100–101fig
Expense budget: creating the,

22–30; described, 12; using
MGMA cost survey bench-
marks to compare, 25

Expert reviews, 232
External management, 242
External physician practice activi-

ties: additional laws and rules
applying to, 192–193, 243; an-
titrust concerns over integra-
tion, 190–191; antitrust laws
applicable to, 187–188, 243;
monopolies and market power
issues applicable to, 188; re-
straint of trade and, 188–190;
tax-exempt organization con-
cerns, 191–192
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Facilities licensure provisions,
186, 192

Family-centered health care, 396
FCA (U.S. False Claims Act),

196–198
FDA (Food and Drug Adminis-

tration), 413, 420, 424
FDA Form 1572, 415–416
Federal antidiscrimination laws:

ADA (Americans with Dis-
abilities Act), 184, 274,
281–282; Age Discrimination
in Employment Act (1967),
284; FLSA (Fair Labor Stan-
dards Act), 183, 284; FMLA
(Family and Medical Leave
Act), 184, 285; on gender,
racial, national origin,
283–284; religious discrimina-
tion, 284; Title VII (Civil
Rights Act), 274, 283; Voca-
tional Rehabilitation Act
(1973), 281

Federal income tax returns,
97–98

Federal regulations: antitrust
laws, 187–191; applying an-
tidiscrimination, 281–285;
governing employee recruit-
ment, 274–275; governing ex-
ternal operations, 183–185;
governing internal operations,
185–187; governing joint
ventures, 388; governing
reimbursement, 187, 193;
governing tax issues, 187,
191–192; relevant to compli-
ance, 196–203; tort reform
movement and changing,
216–218

Fee-for-service: capitation and
equivalent, 167; described, 158

Feedback: patient satisfaction,
220–221, 396; 360-degree,
280.  See also Patient
complaints

Female workforce, 530–531
FICA (old age, survivor, and

disability insurance), 92

550 Index

Financial performance: compar-
ing budget to actual, 135–137;
demand for services to mea-
sure, 127, 129–130; general
accounting function to mea-
sure, 133, 135; payer mix used
to calculate, 132–133, 134t;
the revenue cycle used to
measure, 131–132

First assistant fees, 320
Fishbone (or cause-and-effect)

diagram, 518–520fig, 519fig
501(c)(3) organizations, 191–192
501(c)(4) organizations, 191–192
Fixed costs of practice, 66–67
FLSA (Fair Labor Standards Act),

183, 284
FMLA (Family and Medical

Leave Act), 184, 285
FMV (fair market value), 191, 192
Focus groups, 354
Form 8822, 97
Form of entity. See Entity structure
Form SS-4, 97
Foster’s capitation breakeven cal-

culation, 74–75fig
Fried, B. J., 268, 273
FTE (full-time equivalent) em-

ployees: independent contrac-
tor vs. employee status of,
96–97; maximum RVUS per
month for clinical, 24t; mea-
suring monthly variable labor
requirements for, 25t; MGMA
recommendations for, 341;
preparing projection of,
23–24; variance analysis of
compensation/skill mix of, 81.
See also Employees

Full professional capitation, 166
Fund flow analyses, 470

G

GAAP (generally accepted ac-
counting principles), 11

Gain sharing, 242, 446–447
Gans, D. N., 251
Garvin, F. O., 485
Gatekeepers, 165

GDRO (gross days revenue out-
standing), 46–47

Gender discrimination, 274, 283
General accounting function, 

133, 135
Goodrich, L. L., 268
Great Society program, 529
Grima, J. A., 56
Grima, S. H., 56

H

Harris, S. M., 444
HCPCS (Healthcare Common

Procedure Coding System), 6
Health: impact of technological

advances on, 529–530; value
of human life and, 529–530

Health care: challenges faced for
the U.S., 532–534; compari-
son of administrative costs in
U.S. and Canada, 439fig; in-
creased pressure from clinical
advances/technology,
396–397; patient-centered
and family-centered, 396; re-
cent trends in, 395–397

Health Care Advisory Board, 277
Health care costs: aging baby

boomer generation patients
and, 218–219; impact on over-
head by rising, 253; MCOs
(managed care organizations)
focus on, 529; as percentage
of GDP, 527, 528fig; world-
wide concerns with, 528–529

Health Care Quality Improve-
ment Act, 192

Health insurance. See Insurance
Health Resources and Services

Administration report (2000),
269

Healthcare Quality Improvement
Act (1986), 234

healthgrades.com, 138
HEDIS (Health Plan Employer

Data and Information Set)
[NCQA], 301

HHS (U.S. Department of
Health and Human Services),
199, 275
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High-risk patients monitoring, 223
Highgrove Family Practice: ac-

tual and projected visits for
2003/2004, 14t; budgeting
general operating costs
(2003/2004), 28t; budgeting
physician/nonphysician com-
pensation (2004), 23t; cash
budget (2004), 31t; CPT codes
converted to work level
RVUS/charges per payer
type, 20t; creating expense
budget for, 22–30; creating
revenue budget for, 18–22t;
creating statistics budget for,
14–18t; examining budgeting
process of, 13; indicators for
additional analysis, 17t; maxi-
mum RVUS per month for
clinical employees, 24t; oper-
ating budget (2004), 29t; per-
centage of patients in work
level by specialty, 17t; pro-
jected gross/net revenue per
payer per specialty, 21t–22t;
projected income levels in ser-
vice area (2004), 15t; pro-
jected patient visits by month
(2004), 16t; projected popula-
tion in service areas (2004),
15t; revenue budget for all
specialties, 22t; RVUS for
January, 24t; total
visits/RVUS by specialty, 18t;
variable labor requirements
for January, 25t

HIPAA (Health Insurance Porta-
bility and Accountability Act),
186, 498, 505

HMOs (health maintenance
organizations): interactions
between practice manage-
ment organizations and,
244–246; origins and devel-
opment of, 245

Hobson, J., 259
Hooker, R. S., 313
Hospital-based clinics, 242, 448
Hospitals: acute care beds/average

length of stay in selected,
438fig; community, 378;

comparison of U.S. and
other countries, 437fig–438;
credentialing of, 439; de-
creased inpatient utilization of,
435–436; decreasing discharge
rates/lengths of hospital stay,
435fig; finances of, 436–438;
general facts on, 434–435;
joint ventures between prac-
tices and, 387–388; specialty,
376–378; teaching, 456–457fig;
top three revenue generators
per FTE physician, 451fig.  See
also Academic medical centers
(AMCs); Vertical integration

“How Medical Testing Has
Turned Millions of Us into
Human Guinea Pigs” (Time
magazine), 423

HR 4600, Help Efficient, Accessi-
ble, Low Cost, Timely Health-
care (HEALTH) Act of 2002,
216–217

Human capital, 288
Human resource management:

aligning practice strategy with
practices of, 270–271; of com-
pensation and benefits,
285–287; ensuring ongoing
training of employees, 281;
evaluating employee perfor-
mance, 277–280; fundamental
goals of, 268; new
services/programs and in-
creased costs of, 383; recruit-
ing personnel, 271–275;
retaining employees, 275–277

Human resource specialists: ap-
plying federal antidiscrimina-
tion laws, 281–285; areas of
expertise by, 269; checking
references and credentials,
275; legal concerns when con-
ducting interview, 274; offer-
ing employee rewards and
recognition, 287–288

I

IMPACT CARE: action plan
created using, 512–514, 513fig;

described, 504, 505–506; im-
plementing, 506–514; princi-
ples of, 505; for prioritizing
problems, 511–512

Incident reports, 221
Incremental budgeting, 9
Independent contractor, 96–97
Indirect costs of practice, 58
Informed consent: clinical trial

subjects and, 423–424; pro-
viding comprehensive, 226

Insurance: current system in U.S.,
529; increased out-of-pocket
expenditures for patients, 396;
new services/programs and
increased, 383; NPC pay-
ments for malpractice, 320; as
part of risk management,
234–235; patient receipts and
delays by, 136; physician con-
tract regarding malpractice,
263; professional liability,
178–179, 234–235

Insurance company: debate over
NPC services by, 320; litiga-
tion and early notification to,
231–232

Integration: comanagement, 450;
equity relationships form of,
447; 501(a) medical founda-
tion form of, 445; gain shar-
ing, 242, 446–447; hospital
support of medical practices,
450; hospital within a hospi-
tal, 449; hospital-based clinics
form of, 448; independent
practice associations (IPAs)
form of, 150, 296, 443; legal
issues regarding, 190–191;
medical directorships form of,
448–449; MSOs (manage-
ment services organizations)
form of, 242, 444–445; of
NPCs (nonphysician clini-
cians), 321–323; payer con-
tracting, 449; PHO (physician
hospital organization) form of,
443–444; quality incentive
programs, 449; special bond
issues and, 447–448; vertical,
241, 440–442
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178–179; laws applicable to
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report [1999], 214
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associations), 296, 443
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414

IRC Section 501(c)(3), 191–192
IRC Section 4958, 191, 192
IRR (internal rate of return), 106,

111–113t
Ishikawa (or fishbone) diagram,

518–520fig, 519fig
IT (information technology): ap-

plication to strategic planning,
486fig, 487fig; choosing a new
system, 487–494; common
applications with patient
focus, 484fig; common prac-
tice applications and func-
tions, 483fig; electronic
medical record software, 481;
improving communication
with patients, 482; physician
use of PDAs in practice,
484–485; products available
for physician practice,
479–483, 480t; strategic con-
siderations for using, 483,
485–487.  See also Technology

IT (information technology) sys-
tem: decision to build, buy,
or adapt, 493–494; evaluating
information architecture of,
489–490; financing the pur-
chase of, 494; getting expert
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nent approaches of, 492–493;
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lecting, 488–489; security,
privacy, and regulatory re-
quirements of, 495–498

J
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Jacob, J. A., 244, 263, 445
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Medical Association), 214
JCAHO ( Joint Commission on

Accreditation of Healthcare
Organizations), 313, 389, 502

Johnson, B. A., 174, 195
Johnson, J., 273
Johnson, K., 211
Johnson, L., 529
Joint ventures: with hospitals,

387–388; with other groups,
388

Jury Verdict Research, 215

K

Kagarise, M. J., 455
Kaiser survey of physicians

(2001), 252
Keagy, B. A., 241, 311, 369, 433
Kickbacks, 198–200
Kidwell, K., 249
Knowledge society, 524, 526–527
Knowledge worker, 526, 530
Kurzweil, R., 524–525

L

Land use restriction laws, 187
Laud, P., 255, 311
Law/laws: analytical framework

for medical practices and ap-
plied, 175–177fig; applicable
to external physician practice
activities, 187–193, 243; ap-
plicable to internal physician
practice activities, 177–187,
243; applying federal

antidiscrimination, 281–285;
governing joint ventures, 388;
important characteristics of,
174–175; regarding job candi-
date interviews, 274; regard-
ing job candidate
references/credentials, 275;
regarding security of patient
records, 498, 505; relevant to
compliance, 196–203; sources
by practice issue, 176t; tort re-
form movement and chang-
ing, 216–218

LCME (Liaison Committee on
Medical Education), 456

Leasing: advantages over borrow-
ing, 118; analyzing purchase
decision vs., 118–119; cash
flow evaluation for operating,
121t

Legs for Life program (Society
for Interventional Radiology),
373

Liability issues. See Medical
malpractice

Life expectancies, 525, 527, 530
Listening, 226, 276
Litigation management: deposi-

tions as part of, 232–233;
early notification to insurance
company, 231–232; expert
reviews as part of, 232; settle
or defend decision during,
233; summary of steps in,
231; trial preparation during,
233.  See also Medical mal-
practice

LLC (limited liability company),
88–89, 178, 179–180

Loss prevention strategies: billing
adjustments as, 227–228; con-
fidentiality as, 228; disclosure
of errors as, 228; documenta-
tion as, 223–225; monitoring
area of high risk as, 222–223;
provider-patient communica-
tion as, 225–227

LPN (licensed practical-voca-
tional nurse), 338

Luxury primary care, 374–375

05g_971898bindex.qxd  6/30/04  7:06 PM  Page 552



Index 553

M

McCall, K., 394
MacDonald, K., 483
McGeorge, A. M., 85
Macy, T., 262
Magnet hospital, 335
Magnet Recognition Program,

335
Malik, S., 482
Malpractice. See Medical

malpractice
Mammography screenings:

breakeven analysis of, 69fig;
breakeven graph for, 70fig;
payer mix and average reim-
bursement rates for, 73t

Mandelkehr, L., 501
Market power issues, 188
Marketing: changing health care

environment and, 395–397;
communication vehicles used
during, 400–402; identifying
an audience, 397–398; map-
ping activities for the year,
405; measuring effectiveness
of advertising, 406–407; new
services/programs, 390–391;
outline of basic plan for, 406;
patient education as opportu-
nity for, 404; patient’s experi-
ence as, 403–404; planning/
budgeting for, 404–406; pub-
lic (media) relations and com-
munity relations, 402–403;
quick tips for, 395; story-
telling technique used in,
398–400

Markets: analyze your, 358–360;
characteristics of three differ-
ent, 361t; evaluation of,
148–150, 149fig; power issues
of, 188
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tives), 279
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choosing a contracting team,
150; evaluating the market-
place, 148–150; understanding

current payer mix, 147–148;
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tives of practice, 146–147; un-
derstanding practice costs, 147

MCO contract review: analyz-
ing/modeling effects of the
contract, 158–163; avoiding
silent PPOs, 163–164; consid-
ering administrative issues,
164–168; performing due
diligence, 19; understanding
contract structure, 150–158;
understanding who the payer
is, 163

MCOs (managed care organiza-
tions): credentialing and
provider directories of,
164–165; health care cost
focus of, 529; operational
capabilities of, 165; product
lines of, 162

MCOs (managed care organiza-
tions) contract components: 1.
identification of participants,
151; 2. definition of terms, 151;
3. physician obligations,
151–152; 4. MCO obligations,
152–155; 5. general provi-
sions, 155–156; 6. additional
agreements/provisions,
156–157; 7. reimbursement,
157; 8. referenced documents,
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sues, 158
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tions) contracts: conducting
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implementing, 170; manage-
ment of, 170–171; minimum
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the, 146fig–150; reaching prac-
tice participation decision,
169; reviewing, 150–169;
steps in, 146fig; termination
considerations, 171–172

Media relations, 402–403
Medicaid: comparative data pub-

lished by, 138; establishing
participation/nonparticipation

in, 132–133; FCA (U.S. False
Claims Act) and, 196–198;
gain sharing prohibition of,
446; impact on hospital fi-
nances by, 436; NPC billing
guidelines by, 319; population
served by, 529; Stark law on
referrals to, 201

Medical consultation agreements,
242

Medical directorships, 448–449
Medical errors. See Adverse

events
Medical malpractice: climate in

various states (2003), 212t;
defining, 211–213; four ele-
ments by preponderance
proven in, 235; litigation
management in case of,
231–233; median awards for
medical negligence (2002),
215fig; by omission, 223;
patient safety and costs of,
214–215; trends and their
causes of, 213–214.  See also
Risk management

Medical necessity, 151
Medical Practice Acts, 180–181,

182
Medical practices: academic as

trial site vs. private, 412;
adding new service or pro-
gram to, 369–391; balancing
mission/margin in academic,
26–27; compensation from
phase III trial vs. clinical rev-
enue, 411t; entity structure of,
86–91fig, 178–180; hospital
support of, 450; laws applica-
ble to internal/external activi-
ties of, 177–193; potential
benefits from clinical trial in-
volvement, 413; reasons why
some physicians sell their,
440.  See also Physician ser-
vices; Practice management
organizations; Specialty prac-
tices

Medical schools. See Academic
medical centers (AMCs)

05g_971898bindex.qxd  6/30/04  7:06 PM  Page 553



Medicare: establishing participa-
tion/nonparticipation in,
132–133; FCA (U.S. False
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nances by, 436, 437; NPC
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(resource-based relative value
scale) of, 159–160; Stark law
on referrals to, 201

Medline searches, 380
MedPartners, 244
Member surveys, 354
Merritt, Hawkins & Associates,
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nance structure, 247–248;
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(nonphysician clinicians)

Minugh, P., 33
Mission litmus test, 27
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medical practice and balanc-
ing, 26–27; characteristics of,
355fig; setting your, 355–357
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469–470

Mock, E. F., 100
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222–223; clinical perfor-
mance, 138–139; IMPACT
CARE used for, 509–510

Monitoring financial perfor-
mance: by comparing budget
to actual performance,
135–137; demand for services
used for, 127, 129–130; gen-
eral accounting function used
for, 133, 135; measurement of
patient charges used for,
130–131; payer mix used for,
132–133, 134t; the revenue
cycle used for, 131–132

Monitoring operational perfor-
mance, 137–138

Monitoring tools: benchmarking,
126, 127fig; practice report
card, 125–126, 128t, 132; vari-
ance and ratio analysis, 126

Monopolies, 188
Moody’s, 436
Moore, P., 252
Mortality: causes of, 527; declin-

ing rates (1900-2000) of, 526t
MSOs (management services or-

ganizations), 242, 444–445
Murphy, K. M., 529

N

National origin discrimination,
283–284

National Practitioner Data Bank,
193

NCBPNP/N (National Certifica-
tion Board of Pediatric Nurse
Practitioners and Nurses), 314

NCC (National Certification
Corporation for Obstetric
Gynecologic Neonatal Nurs-
ing Specialties), 314

NCLEX (nursing standardized li-
censing examination), 337

NCQA (National Committee
for Quality Assurance), 
301, 313

NCSBN (National Council of
State Boards of Nursing), 337

NDA (new drug application), 415
Net cash collection rate, 47
Network evaluation, 150
New Capitalist, 530
New Deal programs, 533
New patients: breakeven analysis

on existing vs., 77; capitation
breakeven calculation for,
78fig; scheduling and registra-
tion of, 50–51

New service/program economics:
billing issues, 386–387; creat-
ing a business plan, 381; reim-
bursement potential, 384;
setting a fee, 384–386;
specific costs of, 381–384

New services/programs: ACOs
(ambulatory care organiza-
tions), 218–219, 379; ancillary
services by specialty,
371fig–372fig; boutique medi-
cine, 374; centers of excel-
lence, 376; clinical need for,
379–381; Credentialing,
389–390; disease management
programs, 375–376; economics
of, 381–387; expanded office
hours, 372–373; joint ventures,
387–388; luxury primary care,
374–375; marketing the,
390–391; opportunities for,
370–379; professional satisfac-
tion element of, 381; screening
programs, 373; specialty hospi-
tals, 376–378

Newborn visits: fully allocated
cost for, 65fig; proposed
HMO fixed rate to cover
costs of, 65fig

Newsletter, 401
Newspaper advertisements, 401
NIH (National Institutes of

Health), 412, 461
Noncompliant patients, 221–222
Nonphysician compensation

budget, 23t
Nonprofit corporations: compen-
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tions for, 445
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of, 313–316; developing
trends regarding, 312; duties
of supervising physician re-
garding, 320; general scope of
practice by, 316–318; impact
on medical service delivery,
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of, 312–313; insurance debate
over services of, 320; integra-
tion into office of, 321–323;
malpractice insurance pay-
ments by, 320; new
services/programs and,
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programs for, 324–325; as re-
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323; ten types of, 311.  See also
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NPDB (National Practitioner
Data Bank), 234, 320
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of, 321–322; autonomous
practice by, 317–318; new ser-
vices/programs and, 383–384;
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dency programs for, 324–325;
salaries of, 316; scope of prac-
tice by, 316–317; training pro-
grams for, 314–315.  See also
NPCs (nonphysician clinicians)

NPV (net present value): analysis
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Nurse Practice Act, 337
Nurse practitioners, 314–315
Nurse Reinvestment Act (2002),

334
Nurses: clinical nurse specialists,

315; nurse practitioners,
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(RN), 336–337, 340–341, 384;
relationship between physi-
cians and RN, 343–344
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of, 339; unlicensed assistive
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336–339; medical errors and
increasing workload of, 333;
national supply/demand pro-
jections for, 331fig; office sup-
port team, 339–341; proposed
incentives to relieve shortage
of, 334–335; shortages of,
269, 331–335; unit-level
support team, 342–343

Nursys Licensure Quick-Confirm
system, 337

O

Office hours, 372–373
Office support team, 339–341
OIG (Office of Inspector General),

199, 203, 208t–209t, 275, 319
Omnibus Budget Reconciliation

Act (1989), 6
One-hour AIDE team meeting,

517fig, 521
Operating budget, 12
Operational performance moni-

toring, 137–138
OSHA (Occupational Safety and

Health Act), 184
Outdoor advertising, 401

P

PANCE (Physician Assistant Na-
tional Certification Examina-
tion), 315

Partnerships, 88, 178, 179
PAs (physician assistants): atti-

tudes of, 321–322; hospital
duties of, 325; increased
number of, 255–256; new

services/programs and,
383–384; office duties of,
322–323; residency programs
for, 324–325; scope of prac-
tice by, 317; training programs
for, 315–316.  See also NPCs
(nonphysician clinicians)

Patient access: as revenue cycle
challenge, 43–44; revenue
cycle and functions of,
35fig–37

Patient complaints: attorney con-
tacts regarding, 221; benefits
of monitoring, 219–220; inci-
dent reports regarding, 221;
noncompliant patients filing,
221–222; satisfaction surveys
for feedback on, 220–221.
See also Feedback; Patient
satisfaction

Patient education, 404
Patient receipts issues, 136–137
Patient records: claims manage-

ment and quality of, 230–231;
HIPAA regarding security
of, 498, 505; importance of
confidentiality of, 228; soft-
ware used for, 481.  See also
Documentation

Patient satisfaction: growing im-
portance of, 396; surveys on,
220–221.  See also Patient
complaints

Patient visits: average variable
cost per, 78–79fig; expanded
office hours for, 372–373; fail-
ure to keep appointments for,
222–223; four factors affect-
ing receipts from, 136–137;
fully allocated cost for new-
born, 65fig; importance of re-
spect/punctuality during, 230;
marketing through experience
of, 403–404; measuring
charges for, 130–131; pro-
posed HMO fixed rate to
cover costs of newborn, 65fig

Patient volume: examining
MCO ability to deliver,
162–163; impact on patient
receipts, 136
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providers and, 225–226; fail-
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file of ideal, 397; scheduling
and registration of, 50–51;
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with, 223; terminating
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Payback period analysis,
106–108, 113t

Payer contracting, 449
Payer evaluation sheet: sample,

134t; Stonehill Family
Practice, 135t

Payers: categories of, 148fig;
major, 148–149; MCO con-
tract on calculating capitation
for, 168; MCO contract iden-
tification of, 163; MCO con-
tract on reimbursement to,
158–159; monitoring mix of,
132–133; reviewing desig-
nated MCO contract, 163

Payment reimbursement
provisions, 187

PDAs (personal digital assistants),
484–485

Performance. See PI (performance
improvement)

PFP (pay-for-performance) ap-
proach, 286–287

PHI (protected health informa-
tion), 186

PHO (physician hospital organi-
zation), 443–444
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search and Manufacturers of
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PhyCor, 244
Phyrr, P., 10
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ing, 23t; declining rates of,
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ity of, 93t; practice gover-
nance and model of, 257–258;
process for, 293–309
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(nonphysician clinicians)

Physician gap, 360
Physician mentoring programs,

263–264
Physician practice activities. See

Medical practices
Physician services: evaluating

competition for, 149; mam-
mography screenings, 69fig,
70fig, 73t; variable cost calcu-
lation for more diverse mix
of, 77–78.  See also Costs of
practice; Medical practices

Physician-administrator team,
256–257

Physicians: attitudes about prac-
tice of medicine by, 252–253;
charity care by, 19; declining
incomes of, 253; gatekeeper,
165; importance of listening
to patients, 226; increased
number of, 254–255,
531fig–532fig; involvement in
practice management by,
250–256; licensure/restric-
tions on corporate practice
by, 180–181; midlevel
providers as replacements
for resident, 323–324; NPC
supervisory duties by, 320;
patient receipts and
coding/billing by, 136; as per-
formance improvement
leader, 502–503; reasons for
selling of medical practices
by, 440; relationship between
RN and, 343–344; telephone

communication with patients
by, 223; top three hospital
revenue generators per,
451fig.  See also Practice man-
agement organizations

Physicians Fee Reference, 385, 387
PI (performance improvement):

AIDE approach to, 515–521;
data used for, 503–505; defin-
ition of, 502; IMPACT CARE
approach to, 504, 505–514;
physician as leader of,
502–503; quality in context
of, 501–502.  See also Clinical
performance monitoring

Pittsburgh Family Practice: allo-
cated costs and total costs,
62t; allocation of costs to visits
and RVUs, 64t–65; assump-
tions behind allocation bases,
60t; calculating percentages to
allocate support costs, 61fig;
direct and indirect costs for,
60fig; fully allocated cost for
newborn visit, 65fig; proposed
HMO fixed rate to cover
newborn visit costs, 65fig.
See also Cost allocation

Population demographics,
525–526

Porn, L., 33, 291
POS (point of service) plans: de-

scribed, 51; options available
in, 245–246

Potenziani, D. D., 479
PPM (physician practice manage-

ment), 244
PPOs (preferred provider organi-

zations): avoiding silent,
163–164; described, 148

Practice brochure, 402
Practice management organiza-

tions: bylaws and boards of
corporate, 260–261; experi-
ences with, 243–244; gover-
nance of, 258–262; impact on
physician compensation by
nature/strategy of, 292–293;
interactions between HMOs
and, 244–246; NPC integra-
tion into, 321–323; physician
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compensation model used in,
257–258; physician involve-
ment in, 250–256; physician
mentoring program of,
263–264; physician-adminis-
trator team in, 256–257; PPM
(physician practice manage-
ment), 244; regulations gov-
erning, 243; rising overhead
of, 253; size of practice,
247–248fig; traditional group
practice, 246–247; types of
physician contracts used in,
262–263; various types of
structures for, 241–242.
See also Medical practices;
Physicians

Practice managers: using budget as
monitoring/managing mecha-
nism, 3–4; compliance plan-
ning by, 139; core activities of
catalyst role of, 340–341; edu-
cation, duties, salaries of,
249–250; evaluation of invest-
ment opportunities by,
102–117; monitoring clinical
performance role of, 138–139;
monitoring financial perfor-
mance role of, 127–137; moni-
toring operational performance
role of, 137–138; monitoring
tools used by, 125–127fig; re-
sponsibilities of, 124–125

Practice report card: indicators
measured on, 132; overview
of, 125–126; of Richardson
Obstetric Group, 128t,
129–130

“Preface on Doctors” (Shaw), 530
Primary care capitation, 165
Process performance indicators:

billing and collections, 52–53;
billing inquiry or customer
service, 53–54; cash applica-
tion, 53; charge capture,
coding, and charge entry, 51;
described, 49–50; scheduling
and registration processes,
50–51

Productivity management: bench-
marking used in, 80; defining,

80; variance analysis used in,
80–83

Professional liability insurance,
178–179, 234–235

Project business case: capital in-
vestment analysis, 105–117;
components of, 102–103fig;
using discounted cash flows,
103–105.  See also Capital
investments

Provider exclusivity issue, 190–191
Providers: communication be-

tween patients and, 225–226;
MCO contract on distributing
capitation to, 167

Public (media) relations, 402–403
Purchased diagnostic test rule, 388
PVOA (present value of ordinary

annuity), 108, 110

Q

QA (quality assurance), 501
QC (quality control), 502
QI (quality improvement), 501,

502
Quality incentive programs, 242,

449
Quality pool, 301–302

R

Racial discrimination, 283–284
Radio promotion, 401
Ratio analysis, 126
RBRVS (resource-based relative

value scale): calculating pay-
ment using, 41fig; fee schedule
components of, 6; illustration
of, 8t; Medicare, 159–160;
negotiating MCO contract
allowable charges using,
159–162; objectives/functions
of, 6–7.  See also Reimburse-
ment methodologies

Registration processes, 50–51
Reimbursement: federal laws

governing, 187, 193; increas-
ing practice costs and decreas-
ing, 253; potential of new
service/program, 384

Reimbursement methodologies:
analyzing/modeling effects of
MCO contract, 158–163; com-
mon types listed, 40–41; dis-
counted fee-for-service, 43;
physician capitation, 42;
prospective fee schedules, 42.
See also Capitation; RBRVS
(resource-based relative value
scale)

Reinke, T., 259
Religious discrimination, 284
Replacement capital investments,

100–101fig
Residents (NPC replacement of),

323–324
Restraint of trade, 188–190
Revenue budget: described, 12;

shortcut for constructing, 20
Revenue cycle: billing and

collections during, 39fig–40;
common challenges during,
43–45; described, 33fig,
131–132; measuring success
during, 46–49; patient access
functions during, 35fig–37;
process performance indica-
tors during, 49–54; reim-
bursement methodologies
used during, 40–43; service
capture during, 37–38

Revenue cycle challenges: billing
and collections, 44–45; pa-
tient access, 43–44; service
capture, 44

Revenue cycle initiatives: net rev-
enue improvement focus of,
33; two objectives of, 33

Rewards/recognition, 287–288
Reynolds, M., 446
RFP, 491–492
Richardson Obstetric Group re-

port card, 127–128t, 129–130
Ridky, J., 251
Risk management: claims man-

agement as part of, 229–231;
climate for tort reform and,
216–218; defining, 216; evalu-
ation of patient complaints,
219–222; insurance coverage
as part of, 234–235; litigation
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RN (registered nurse), 336–337,
340–341, 343–344, 384
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Roosevelt, F. D., 533
RVUs (relative value units): allo-

cating costs using, 63–65;
used to calculate physician’s
compensation, 258; charging
percentage of Medicare, 132;
intensity of service measured
by, 6; patient visits converted
to, 17

S

S corporation, 87–88
Safe harbors regulations, 199–200
Salaries. See Compensation
Satellite office, 382–383
Scheduling processes, 50–51
Schryver, D., 261
Seasonal variation, 82–83
Section 179 expenses, 95
Section 501(a) medical founda-

tion, 445
Section 501(c)(3) [IRC], 191–192
Self-referrals, 200–203
September 11, 2001, 95
Service capture process, 44
Sexual harassment, 283
Shaw, G. B., 530
Sheldon, G. F., 524
Sherman Antitrust Act, 187–189,

243, 388
Signage (practice), 402
Silent PPOs (preferred provider

organizations), 163–164
Society for Interventional

Radiology, 373
Solucient, 138
Special bond issues, 242,

447–448
Specialty care capitation, 166
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