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1. Where is the Hospital Industry Going? 

 

2. Who wins in the future? 

 

3. How will change in payment structures impact the Clinical 

Enterprise? 

 

 

 

What are we going to talk about? 
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Hospitals are going to have to change 

significantly to survive. 
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1. Hospitals were the perfect Job Shop 

 

2. Took care of everyone with no real 

focus 

 

3. Lacks the systems to take care of 

population health 

 

4. Reimbursement is declining and 

capital is becoming scarce 

1. Organized around Episodes of Care 

 

2. Maybe selective in services they provide 

 

3. Need to redesign clinical enterprise for 

population health 

 

4. Understand activities and cost structure 

outside the four walls of the Hospital 

 

5. Make vs. Buy decisions will become 

more prevalent in the future 

Future 

 

Past and Current 
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Building a Clinical 

Enterprise in Orthopaedics 

4 

Case Study 

We define the Clinical Enterprise as an organization 

focused on the Triple Aim for a Discrete Population or 

Episode of Care 
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Independen

t 

Improving the 

Population Health 

Improving the Patient 

Experience of Care 

(including quality and 

satisfaction) 

Reducing the Per 

Capita Costs of 

Healthcare 

Plus 1:  Providers have to earn a 

financial return 

Who Wins in this Scenario?  
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Multi-Specialty Group w/100 

Surgeons across Atlanta 

Large Community 

Health System 

Large Community 

Health System 

AMC w/Specialty 

Hospital 
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There are six core strategic and operational activities for 

building a successful Orthopaedic Clinical Enterprise.  

7 

 

 

Physician & Hospital 

Alignment 
 

• Align financial incentives 

• Improve the continuum of patient 

care 

 

Marketing 
 

• Develop/increase brand 

awareness 
• Market employed physicians  

• Promote programs to the 

community via multiple tools 

Distinctive Clinical 

Programs 
 

• Develop new high quality programs 

• Coordinate services across the 

system 

• Standardize outpatient protocols 

Financials 
 

• Change CEO incentives to a 

system-wide focus 
• Develop financial incentives 

across the health system 

• Improve Contracting & Data 

• Determine physician 

compensation and control 

Operations & 

Facilities 
• Develop a structure that ensures 

fair and equitable governance 

• Improve ORs and related 

physician utilized facilities 

• Modernize and improve 

aesthetics of patient spaces 

 

PCPs 
 

• Develop a PCP strategy 
• Create an ACO or PHO to develop 

contracting strategies  

• Continue to discuss alternative 

MSGP model with Specialists 

 

Physician Alignment Strategies are necessary to 

align Physicians and Hospitals 
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Your Hospital Competitor Hospital 

1 2 3 4 5 6 7 8 PCP 

Horizontal 

Integration 

Specialists 

O/P 

Diagnostics 

Inpatient 

O/P Surgery 

Practice 2 Practice 1 Practice 3 

O/P Hospital O/P Hospital ASC 

I/P Hospital I/P Hospital 

Imaging Lab GI Lab Sleep 

Lab 
Imaging Lab GI Lab 

Cath 

Lab 

Competitor 

Referrals 

Referrals 

Affiliated 

Physicians 

Legend: 

Vertical 

Integration 

Key Questions 

1. Do you really 

understand referral 

patterns? 

 

2. Do you really 

understand who is 

ordering what tests or 

procedures? 

 

3. How well do you 

understand which 

physician has better 

outcomes? 

There are various alignment options. The  

defensive strategy is not one-size fits all. 
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MSO 
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Physician Alignment 

ILLUSTRATIVE 

LEGEND 

Employed Physician Affiliated Physician 

(Splitter Physicians) (Working Collaboratively to 

meet Physician/Hospital 

objectives) 

(Less Expensive, 

Less Complexity) 

(More Expensive, 

Labor Intensive) 
• Hospitals are competing with other 

entities for specialists. 

 

• For example, Large Specialty 

Group employs its physicians in a 

large single specialty group. 

 

• Some Hospitals have pursued 

Single-Specialty models as a way 

to alight the physicians 

Insights 

9 

Alignment 
 

Marketing 
 

Programs 

Financial 
 

Ops & 
Facilities 

PCPs 
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Hospitals must aggressively market the 

Orthopaedic service line. 
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Physicians: 

Want to 

market the 

physicians 

individually or 

by practice 

and the 

programs 

Hospitals: 

Want to 

market a 

bigger name 

 

Want to 

market their 

musculoskele

tal programs 
 

1. Difficult to market individual physicians 

 

2. Branding a new name could take years 

 

3. Must work within the Health System to 

market the overall service since Hospital 

CEOs want their name to be marketed 

 

4. It is difficult to market each unique 

Hospital for a given service line such as 

Orthopaedics 

 

5. AMCs typically want cases sent to them 

and sometimes want a fee to use the 

AMC’s name.   

Marketing Challenges 

Alignment 
 

Marketing 
 

Programs 

Financial 
 

Ops & 
Facilities 

PCPs 

Hospital needs to build stronger patient-

centered programs. 
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♦ Sought after physicians ♦ Patients 
return to previous level of activity  

♦ Nurse navigator actively coordinates 
patients care across the continuum and 
accelerates discharge planning          

♦ Patient portals and access to physicians 
via web     ♦ Data analytics capabilities to 
track and trend metrics  

♦ Pre-surgical in-person class required ♦ 
Standardized education materials specific to 
procedure type for patients and family members   

♦ Dedicated orthopedic post-op areas and private I/P 
rooms  ♦ DME delivered bedside prior to discharge  

Best 

In Class 

A best in class program is easily marketable and 
has a high percentage of return patients. 

Prioritized Steps to Build a Best-In-Class Orthopedic Program 

Examples of Service Line Best Practices 

Alignment 
 

Marketing 
 

Programs 

Financial 
 

Ops & 
Facilities 

PCPs 

Program Development Strategy 

Patient 
Education 

Patient 
Experience 

Technology 

Coordination 

High Quality Care 

Hospitals will have to be prepared to answer these 

questions depending on the payment structure. 
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Alignment 
 

Marketing 
 

Programs 

Financial 
 

Ops & 
Facilities 

PCPs 

FFS 

1. Does the Hospital 

know the 

Contribution Margin 

and Profit by 

different modality 

and Specialty? 

 

2. Can the Hospital 

quote a patient with 

a high deductible 

plan a rate?   

 

3. Does the Hospital 

know if the rate is 

competitive? 

Outpatient MRI Example 

Bundled Payment 

1. What is the cost 

associated with the 

outpatient MRI? 

 

2. If variable cost is the 

Contrast ($35/MRI) 

then the physicians 

will want a significant 

share of the savings. 

 

3. If $500, then 

physicians may 

underutilize the 

service in order to get 

50% of the savings 

($250) 

Capitation 

1. How much does 

the Capitation 

Pool get charged 

for the outpatient 

MRI? ($5K Gross 

Charges, $2k 

Reimbursement, 

$500 Market 

Rates, $35 

Contrast VC) 

 

2. The answer to the 

above will drive 

very different 

behaviors. 
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Hospitals should allow physicians to govern the 

operations and facilities with limited Hospital oversight. 
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Physician Desires: 

• Physicians want to 
maintain control over 

daily practice 

operations and 

managerial decision-
making. 

 

• Physicians want to 

control the 

compensation model 
within their practices 

and the mechanism to 

distribute profits. 

Physicians typically do a better job at managing physician practices.  

Therefore, Hospitals should consider developing a model that allows 

physicians to govern their daily operations with oversight from the Hospital. 

Alignment 
 

Marketing 
 

Programs 

Financial 
 

Ops & 
Facilities 

PCPs 

Hospital Desires: 

• Hospitals want to 
create incentives for 

physician productivity 

and usually 

implement work RVU 
metrics. 

 

• Hospitals want to 

have some decision-

making power on 
how the practices 

operate & future 

growth. 
 

Develop a PCP strategy that is broader 

than just Orthopaedics. 
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Alignment 
 

Marketing 
 

Programs 

Financial 
 

Govern. PCP 

1. To align the PCPs and Specialists consider the development of a multi-specialty group practice with the 

Hospitals. 

 

2. The goal is to align the PCPs with the Specialists that work at your facility 

 

3. Consider creating an ACO or PHO to contract for either Medicare or Commercial lives. 

 

4. Consider developing “"New Co."” for the ACO/PHO with ownership by PCPs and the Hospital. 

 

5. The goal would be to develop an ACO/PHO to begin to align the PCPs and Specialists through 

contracting arrangements without losing referrals to competing Hospitals. 

Primary Care Physician Strategy 

How will the Clinical Enterprise have to changes its 

operations to accommodate different payment structures? 
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1. Not all Hospital payments will be capitated.  We believe there will still be 

FFS in the future  

2. The shift in payment types will force the Clinical Enterprise to consider 

questions such as: 

1. How much of a service should I own or employee 

2. Should I buy the service from Partner? 

3. What are the risks purchasing from a Partner? 

Shift in Payment type will drive Health System’s need for knowledge Deeper and Wider 

FFS Capitation 



5/7/2013 

6 

Key Questions 

1. Are Health Systems ready to be completely transparent with direct and indirect 

costs? 

 

2. Are Health Systems ready to take on risk on the information in the Cost 

Accounting Systems? 

 

3. Can your Cost Accounting System be defended against by physicians trying to 

earn their share of the savings? 

 

4. Do you know your costs at the activity level? 

 

5. Have you eliminated all the internal waste to get to the lowest cost possible? 

Any last thoughts? 

FFS 

FFS Stephen Kardon 
Principal 

North Highland Consulting 

3333 Piedmont Road, NE 

Suite 1000 

Atlanta, GA 30305 

 

Cell - 404.229.5839 

Stephen.Kardon@northhighland.com 

www.northhighland.com 
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