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Better margins, better quality: 
seizing the moment
Alice G. Gosfi eld, JD | Alice G. Gosfi eld and Associates PC, Philadelphia, PA

Oncologists are confronting a sea change in their traditional business model. At the same time, policy and market forces are 
focused intensely on improving quality. By concentrating on the business case for quality, and implementing fi ve principles 
based on the broad and deep application of clinical practice guidelines, oncologists can fi nd a new way to orient their de-
livery of care and payments for them. Clinical integration may improve quality and facilitate collective bargaining for fees.
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The essence of the doctor-patient relationship requires 
“touch time” to optimize transfer of information.

Enhancing time and touch by removing time stealers from 
the system can lead to a business case for quality for 
oncologists.

Five basic principles applied in oncology practices 
would improve quality, save time, and increase fi nancial 
margins.

The use of clinical practice guidelines to drive 
administrative processes as well as clinical processes can 
facilitate implementation of the fi ve principles.

Clinical integration for quality can provide a basis for 
oncologists to collectively negotiate for better payment 
from health plans without merging their practices.
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O 
ncologists are at a watershed 
in their business lives. The 
dramatic shift in Medicare’s 
rules for reimbursement chal-
lenges the very sustainability 
of the typical oncology busi-

ness practice model. But removing the distorting 
effect of Medicare payment for drugs bought at a 
discount will actually help oncologists focus on a 
real business case for quality. 

Withdrawal of Medicare “drug money” coin-
cides with other developments that mandate all 
physicians focus their efforts on the business case 
for quality. While the costs of health insurance 
premiums escalate, most physicians paradoxical-
ly believe they are being inadequately reimbursed. 
Yet employers who are paying the bill believe they 
are getting suboptimal quality for the dollars they 
spend. In the meantime, there is an increasing fo-
cus on performance measurement and pay for per-
formance (P4P).1 This, even as the fraud and abuse 
laws have expanded their sweep to include Stark, 
false claims liability, gainsharing prohibitions, pre-
mature discharge risks, and anti-kickback proscrip-
tions. Violation of the fraud and abuse laws can 
lead to civil money penalties, criminal liabilities, ex-
clusion from the federal programs, exclusion from 
commercial programs,2 and expensive settlements. 
The pressure of the malpractice insurance crisis 
only adds to the tension. 

Taken together, it is abundantly clear that on-
cologists, like all physicians, ought to heed these 
market and regulatory forces. However, to consider 
a business case for quality only in a reactive and re-
sponsive posture misses the real opportunity of the 
moment. Precisely because of the distorted impact 
of the drug reimbursement, oncologists—perhaps 
more than any other specialists—have not paid 

enough attention to how they can enhance the op-
eration of their practices to improve their profes-
sional lives, boost the quality of care they render, 
and increase their fi nancial margins, if not their ac-
tual revenues. Focusing on the relationship between 
the physician and patient offers a way to develop a 
business case that accomplishes those goals. 

Stealing time

In every medical practice there is a daily grind of 
administrative burdens: Documenting evaluation and 
management codes, completing certifi cates of medi-
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cal necessity, obtaining prior authori-
zations from health plans, managing 
the patients’ drug regimens consistent 
with their particular formularies. Hos-
pitals impose their own time-chewing 
demands, asking physicians to spend 
time on committee work, in medical 
staff organization, and on the hospi-
tal board. All of this impedes the fun-
damental needs of patients: time and 
touch from their doctor.

Patients themselves—especially 
those with cancer—steal time when 
they bring to the offi ce visit reams of 
printouts from the Internet, questions 
prompted by the latest direct-to-con-
sumer ad, and demands for the doc-
tor’s blessing to use alternative thera-
pies. What is lost in all this noise is the 
essential signal: meaningful clinical di-
alogue between doctors and patients. 

The most signifi cant time steal-
er, however, is the payment mecha-
nisms which, whether in the form of 
capitation, fee for service, or percent 
of premium, do not have any clinical 
relevance to the way physicians treat. 

Even the new pay-for-performance 
programs are add-ons to a system 
that already fails to give us what we 
want in terms of quality.5 The current 
environment is one that undermines 
physician productivity and effi ciency 
and thwarts the physician’s ability to 
deliver optimal quality. 

The fi ve commandments
Five principles brought to bear 

throughout the healthcare system, but 
especially in physician offi ces, would 
dramatically alter this environment 
and improve physicians’ circumstanc-
es and the quality of healthcare.

1. Standardize

In order to save time, physicians 
should standardize their care as much 
as possible, using the best science 
available. That includes documenta-
tion, outfi tting examination rooms 
with identical equipment and sup-
plies, and saving staff time by avoid-
ing custom-crafted processes. In on-
cology this should be far less daunting 

than for other specialties that do not 
have as deep a history of standardized 
clinical trial protocols. Standardizing 
documentation alone—to clinically 
relevant, evidence-based templates—
can save more than 3 minutes per 
patient. This one act would enhance 
margins, not to mention physicians’ 
quality of professional life. And it will 
enable doctors to custom craft the art 
of medicine to each patient.9

2. Simplify

Many of the systems oncologists 
must use in their interface with hos-
pitals—for transcription, documenta-
tion, and administrative tasks, among 
others—are inordinately complex. In 
addition, oncologists’ own offi ce pro-
cesses are overly complicated. We 
need to make things simpler through-
out the healthcare system. For ex-
ample, physicians at the Park Nicol-
let Health Services in Minneapolis, 
Minnesota, designed standing orders 
for their coronary care unit. Devel-
oped among the nursing, administra-
tive, and medical staff, physicians are 
given the option of completing the 
standing order sets or writing their 
own notes. Almost overnight, they 
improved their conformity with evi-
dence-based medicine, saved extraor-
dinary amounts of time, and improved 
the outcomes for their patients.10

3. Make it clinically relevant

A clinically relevant payment sys-
tem would create a radically different 
practice environment for oncologists. 
For example, delivering care encom-
passed in clinical practice guidelines 
(CPGs) to treat stage II breast can-
cer for a fi xed price could eliminate 
all the administrative burdens of doc-
umenting medical necessity of servic-
es, evaluation and management codes, 
prior authorizations, “brown bagging” 
drugs, and more. 

Using CPGs to drive everything 
else in the healthcare system would 
produce more effi cient care with bet-
ter outcomes for patients. For exam-

THE CRITICAL ROLE of physi-
cians in the American healthcare 
system is a signifi cant lever to qual-
ity improvement. Although hospi-
tals and healthcare systems adver-
tise their services so as to develop 
brand recognition, patients tend 
to go to the physician referred by 
their primary care doctor. In the 
cancer community, patients have 
an intense interest in where “the 
best care” can be obtained. Much 
of this turns on the reputation of 
individual physicians. 

James L. Reinersten, MD, offers 
this profound characterization of 
the physician’s role: 

We take information about health 
and transform it to a higher order of 
information, not just as an intellectual 

The doctor-patient relationship3

exercise, but to satisfy the three funda-
mental needs of explanation, prediction 
and change. We can do other things in 
the course of our day but all are second-
ary to this primary task.1

To appreciate this crucial role 
is to understand that high quality 
care means making this information 
transfer in the most effective way. 
The most effective transfer occurs 
when physicians offer their patients 
two essentials—time and touch. To 
customize the application of science, 
“the physician must listen, explain, 
examine, comfort, teach, treat, per-
form procedures or surgery, and oth-
erwise address the specifi c and vari-
able needs of the individual patients. 
This ‘touch time’ is what defi nes the 
art of medicine.”4
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ple, imagine if hospital capital budgets 
were based on their projected patient 
population’s clinical needs rather than 
interdepartmental turf wars. Similarly, 
human resource decisions, whether in 
offi ce or hospital settings, should be 
based on which clinicians (RNs, NPs, 
MDs/DOs) ought to deliver which 

services. By drawing on every pro-
fessional and support staff ’s highest 
and best use, the system saves physi-
cians for their highest and best use. It 
would reinvigorate healthcare deliv-
ery. Moreover, this kind of approach 
to human resource allocation would 
foster a more team-oriented approach 
to delivering care that would improve 
communication and reduce hand-
offs. All this would enhance patient 
safety, outcomes, and satisfaction.

4. Engage the patient

Patient-centric care is one of the 
values articulated by the Institute of 
Medicine seminal study, “Crossing 
the Quality Chasm.”11 Engaging pa-
tients actively in their care is the right 
thing to do, and it also directly speaks 
to the business case for quality: An 
engaged patient is more likely to ad-
here to clinical direction. An engaged 
patient is also less likely to manifest 
counter-productive behavior such as 
seeking bad information on the Inter-
net. In fact, one of the best time sav-
ers for physicians, especially oncolo-
gists, is to provide patients early and 
proactively a list of credible Internet 
resources. It’s important to remember 
that over the past 30 years, it has been 
shown that the single most effective 
risk management technique available 
to physicians is a good doctor-patient 
relationship. Engaged patients do not 
sue doctors they love.

5. Fix accountability at 
the locus of control

The advent of widespread perfor-
mance measurements is inherent in 
the pay-for-performance initiatives.12

Physicians are fearful of current re-
port cards and performance measure-
ments because they believe they are 
being held accountable for things over 
which they have little control. Those 
who resist these measurement efforts 
are engaged in a futile battle. Physi-
cians should embrace this phenome-
non, but insist that the reporting re-
fl ect the appropriate locus of control. 

An individual oncologist can rightly 
be evaluated for only two aspects of 
his or her care: application of science 
to patients, and the quality of interac-
tions with patients. Many of the other 
measures currently at issue are more 
appropriately attributed to a system, 
network, hospital, or even a group 
practice, not an individual physician. 
If we were to adopt each of the pre-
vious four principles, not only would 
this signifi cantly change the delivery 
of healthcare, but physicians would 
likely be far less fearful of performance 
measurement and report cards.

Clinical integration 
Physicians who apply the fi ve 

principles may also experience a pow-
erful effect in their relationship with 
the health plans whose dollars fund 
their business. Oncologists who use 
practice guidelines can avail them-
selves of an opportunity made avail-
able by the Federal Trade Commis-
sion (FTC) since 1996 called “clinical 
integration.” In order for competing 
physicians to bargain collectively with 
health plans, they must be integrat-
ed. Financial integration can qualify, 
whether it is achieved by forming a 
single group to contract with the plan, 
or by taking fi nancial risk in the form 
of withholds or capitation. But fi nan-
cial integration has proven diffi cult 
for most oncologists. However, clin-
ical integration does not require the 
integration of a complete practice.

The FTC characterizes physicians 
who have achieved clinical integra-
tion as those who: 

Use protocols such as clinical prac-
tice guidelines in their care delivery;

Use an internal process to review 
and profi le participating physicians, 
both to benchmark good perform-
ers and take corrective action against 
those who do not meet standards;

Share data regarding these activi-
ties with payers; 

Spend time and money developing 
the infrastructure to imbed science in 
their care delivery. 

THERE ARE TWO WAYS to im-
prove the fi nancial circumstances 
of a practice: increase revenues by 
charging higher fees and/or treat-
ing more patients; lower expens-
es to improve fi nancial margins. 
Raising fees seems almost impos-
sible, and many oncologists are so 
pressed for time they could not 
handle any more patients. As for 
lowering expenses, physicians are 
usually far more focused on en-
hancing revenue than on what it 
costs them to gain the additional 
revenues. 

The Bridges to Excellence pay-
for-performance program is a case 
in point. To qualify for an addi-
tional $100 per diabetic patient per 
year, the program estimates a phy-
sician must spend 15 minutes per 
medical record to abstract data to 
be reported to the National Com-
mittee for Quality Assurance.6,7

Another example: The Rand Cor-
poration estimates that 45% of 
evidence-based services are not 
provided to Americans.8 In order 
to render these services, practices 
would have to incur expenses for 
additional equipment, tests, sup-
plies, and personnel. Physicians 
rarely consider whether the extra 
revenue even covers the increased 
expenses. Against this back-
ground, the application of the fi ve 
principles described in this article 
would improve physician fi nancial 
margins. 

Improving fi nancial 
margins
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This is not a mandatory list; various 
approaches are likely to be acceptable.13

The FTC has issued one advi-
sory opinion approving the opera-
tion of an independent physician as-
sociation (IPA) in accordance with 
clinical integration principles.14 The 
FTC has entered into many settle-
ments with physician and physician-
hospital networks that were not suf-
fi ciently integrated either clinically 
or fi nancially. In each of them, the 
commission has held out the oppor-
tunity for clinical integration. When 
they enforced against Brown and 
Toland, a very large physician IPA 
in California, they ordered the net-
work not to proceed with bargaining 
for PPO fees until the FTC had ap-
proved their activities as suffi ciently 
clinically integrated. That approval 
has now been issued.15

Clinical integration can also occur 
when hospitals integrate with physi-
cian practices. One Stark regulation 
allows hospitals to pay for and train 
medical staff members in recognizing 
fraud and abuse.  Clinical integration 
using practice guidelines can elimi-
nate the risk of committing fraud and 
abuse such as premature discharge, 
false claims from poor documenta-
tion, over-utilization, and more. So 
hospitals can help oncologists stan-
dardize their care and improve their 
margins in ways that are legitimate 
under the Stark statute.

The key to acceptable clinical inte-
gration is making the fee bargain an-
cillary to the reason to act collectively. 
Physicians who are clinically integrat-
ed can bargain together for fee-for-
service payment from health plans 
and can refuse fee schedules that are 
unacceptable, without running afoul 
of the antitrust laws. A cautionary 
note: if there is not a good reason to 
act collectively, without any change in 
payment, then coming together just 

to bargain for fees will create liability 
rather than eliminate it.

Conclusion
Oncologists need to fi nd a new busi-
ness model to support their critical 
work. They ought to do so in a way 
that recognizes other forces at large 
in healthcare. Demands for improved 
quality, more transparency in perfor-
mance measurement and report cards, 
and patient-centric care delivery are 
all here to stay. Against that back-
ground, the fi ve principles set forth 
above—which make practice guide-
lines the bedrock of physicians’ clini-
cal and administrative processes—will 
save time, permit added touch be-
tween doctors and patients, improve 
quality, and enhance fi nancial mar-
gins in oncology practices. All this, 
even if no payer changes the payment 
model. Adopting the fi ve principles 
provides the foundation for clinical 
integration where oncology practices 
come together to measure their per-
formance, improve their care delivery 
and learn from each other. To do so 
in a meaningful way is clinical inte-
gration which permits the physicians 
to bargain collectively for improved 
reimbursement. Oncologists should 
position themselves for a better future 
for themselves and for their patients. 
The moment is now. 
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