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Laureen L. Hill, MD, MBA
Emory University School of Medicine

&)

EMORY

UNIVERSITY

scu >
MEDICINE

Disclosures

I have no disclosures related to this lecture

Objectives

Review the factors that drive anesthesiology practice dependence on
economic support

Examine the mechanics of anesthesiology productivity and traditional
models of OR governance

Discuss a conceptual framework that redefines the anesthesiology-
hospital operational and financial relationships

The Issues: Financial Dependence
Kheterpal S et al; Anesth Analg 2011;112:1480 -6

Anesthesiology groups are increasingly dependent on support

The Issues: Academic “Burden”

Academic groups are disproportionately affected
— Multiple specialty call demands
— Longer case length

— Concurrency limitations

Unfavorable payer mix
— University taxation

— Academic missions require cross-subsidy (cost share, GME decreases)

The Consequences: Hospital Relationship

Dependence on hospital support may erode department autonomy
— staffing patterns, resident workforce, service /site choices i.e. preop clinic

Particular hospital focus on clinical services and costs
— Lack of clarity around financial drivers (call, remotes, OR block policies)
— Lack of aligned interestin academic missions

— Poor understanding of opportunity in leveraging anesthesiologist expertise

Negotiations may be difficult and strain relationship
— Hospital emphasis on support rather than service

Stigma of “charity”

Competition from external groups offering economies of scale
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Strategies for Net Cost Reductions with the
Expanded Role and Expertise of Anesthesiologist
in the Perioperative Surgical Home

Dexter F et al Anesth Analg 2014; 118:1062-1071

The Need

Design an approach to benefit both hospital and anesthesiology groups
Create mutual incentives for increased volume, efficiency and productivity

Provide adequate compensation to recruit and retain talent
— Tie to benchmarks, safeguard department compensation decisions

Preserve autonomy around decisions important to each
— e.g. staffing ratios, resident training assignments, OR capacity, remote sites

Calculating Institutional Support That Benefits Both the

Anesthesia Group and Hospital
Dexter F et al Anesth Analg 2008: 106:544-53

Table 1. Knawn Compensa

% Operating Room (OR) Anesthesia

rs on weekends and holidays)

other days] x [1 OR % 24 h]

ical hours per year])

¢ Minimum compensation is predictable and “reasonable”
* Advantageous when reimbursement is low

* Nodepartment incentive to produce more
* Influenced by billing practices/efficiencies...no incentive to collect more
* Based on scheduled hours....worked hours and expenses may be greater

Calculating Institutional Support That Benefits Both the

Anesthesia Group and Hospital
Dexter F et al Anesth Analg 2008: 106:544-53

+ Allows hospital to provide capacity for surgical growth and flexibility
* Incents hospital to minimize overutilization which is more costly
* Incents departments to drive efficiency which will yield greater profit

* Based on projected inefficiency rather than actual
* Excessive schedule overruns not addressed

A Conceptual Framework Needed

« Identify key drivers of financial performance for hospital and department
 Identify motivational forces that govern behavior and align incentives

* Preserve department autonomy and hospital programmatic control

* Apply principle of shared costs and partnership for sustainability

* Use data to inform better decision-making

Shift from focus on utilization....what is consumed = what is produced?

The Case for Productivity vs Utilization

Assume 8 hr block and 30 minute TOT and 80% utilization target
— PvtT: 80% utilization= 3 cases (6hrs =case + TOT) x 8.31 tASA/case = 24.93 tASA

— Acd G: 80% utilization = 2 cases ((5.7 hrs =case + TOT) x 6.62 tASA/case = 13.28 tASA
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Comparing Clinical Productivity of Anestbesiology Groups
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“Hypothetical” Academic Scenario

Assumptions:
— 8 hr block maximal utilization with no overtime
— Turnover times are 30 minutes
— Surgeon A performs procedure z in 3.1 hrs
— Surgeon B performs procedure zin 7 hrs

Calculations:
— Surgeon A does 2 cases in 6.7 hrs including TOT = 83.7% utilization
— Surgeon B does 1 case in 7 hrs = 87.5% utilization

Conclusion:
— Surgeon A has lower utilization but greater productivity — more desirable!!!!

Business Characteristics

A.  “Availability” services........... manpower intensive with inadequate
revenue opportunities to cover costs
— On-call teams

Pre-op / PACU

Directorships

— OB (low volume setting)

CCM coverage

B. “Productivity” services...........can be managed for high efficiency
—  Elective OR locations
—  High case-density sites (i.e. Gl endoscopy)

C. “Remote” services.......... anesthetizing locations that may have low case

density and are inherently inefficient but may be necessary
— Interventional radiology, cath lab, EP lab, + Obstetrics (high volume)

Financial Agreement Principles: A and C

apr
— Hospital identifies/selects requested services
— Department determines cost of services (salary + benefits)

— Cost share arrangement determined based on reimbursable services and NPSR

agn
— Department determines expense structure on a cost per location basis
— Hospital selects sites and operating hrs for remote locations

— Dollar transfer based on costs minus reimbursements...."make whole”

Table 2

Remote Services Costs Por Annum*

Developing Productivity-Based Metrics “B”

Need a measure for both OR inputs and outputs

Output must reflect operative work....(surg RVUs include non-operative work)

True economic input includes resources provided not just those consumed

— Salaried staff are largely fixed expenses
— Published metrics exclude opportunity costs of idle hours (e.g. units/ case or
units/site or units/billed hr)

Metric should not be dependent on billing performance or staffing choices

Easy to measure

Part B Metrics and Principles

Input defined as “covered hours” as determined by hospital
Output defined as total ASA units produced

Productivity metric established # Units / Covered Hour

Target metric set. what is achievable?
— Historical department data

— Published data (Abouleish et al. Anesth Analg 2003; 96)

Dollar transfer = (target — actual units/covered hr) x (dollar / unit)
— Set< NPSR as incentive ....... idle time less profitable than productive time
— Validated using department break even analysis

Reporting Tool Part “B”

Table 4
ABC Contract* Reporting: Actual Productivity (in Units per Covered Hour)
Achieved and Percentage of Target’ Productivity Achiever
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Outcomes

Improved department finances - faculty satisfaction and retention
— Contract generated 14.6% total clinical revenues in first three years

Shifted focus from utilization to OR productivity and throughput

New data tool informed and illuminated hospital capacity decisions
Financial transfers linked to hospital administrative decisions (no charity)
Department financially aligned with hospital strategic initiatives

Independent negotiations for service eliminated (e.g. radiology, EP)

The Next Steps and Takeaways.......

Need to account for over-utilized time which is more costly
— Establish new target units based on premium costs outside contract hours

Surgeons and proceduralists have no incentives under this contract
— Enact cost transfer agreements based on productivity
— Set target range of 95% - 105% of target units/covered hr
— Below target costs and above target revenues passed-on to surgical groups

Financial “signal” to hospital must be adequate to drive good decisions

ASA units poorly understood and therefore potential barrier to overcome
in negotiations......... ”OR work units” may be favorable terminology

Questions??
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