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In California, hospitals are.
paying up to $3,000 per
night to on-call specialists to
be available to take emer-
gency department (ED)
coverage. In Florida, one
hospital is seeking help
from the community to
fund payments to specialists
for uncompensated care.
And on-call coverage fees
are not the only subsidies
hospitals are paying out.
Growing numbers of med-
ical centers across the
country are paying physi-
cians to participate in com-
mittee and board meetings
and hold leadership posi-
tions, such as president of
the medical staff.

Clearly, hospitals can no
longer assume physicians
will perform activities such
as taking call or holding
leadership positions simply
out of a sense of good will.
Instead, many physicians
are demanding nonclinical
sources of revenue. A vari-
ety of factors are contribut-
ing to the fairly recent prac-
tice of paying stipends to
physicians:

* A shortage of specialists,
especially those in most
demand to cover the ED

* Increased subspecializa-
tion of physicians, which
places additional burden
for call coverage on tradi-
tional specialists (e.g.,
hand specialist versus
general orthopedics)

* Migration of medical pro-
cedures to outpatient
settings, making it more
difficult to get gastroen-
terologists, nephrologists,
plastic surgeons, and
similar providers back to
the hospital setting to
cover the ED

* Increased practice costs,
such as rising malpractice
insurance premiums, cou-
pled with stagnant or, in
some cases, declining
payment

Why Subsidies?

Payments to specialists for
ED coverage have become
more common for several
reasons. Although most
hospital medical staff bylaws
require physicians to take
call in order to obtain
hospital privileges, some
specialists are willing to
suspend medical staff privi-
leges to avoid taking call.
Certain specialists in short
supply, such as cardiolo-
gists, neurosurgeons, and
orthopedists, may believe
themselves to be over-
worked and underpaid,

so they are no longer
taking call or desire to be
compensated to do so.

Also, regulations from CMS
and through the Emergency
Medical Treatment and La-
bor Act (EMTALA) place the
responsibility on hospitals
to ensure the availability of
emergency care, which

includes having an on-call
list that meets the needs of
patients. Medicare-partici-
pating hospitals and physi-
cians found to be in viola-
tion of EMTALA may be
fined, and possibly excluded
from participation in
Medicare and Medicaid
programs.

In some markets, physicians
have seized the opportunity
to demand payment for
coverage. In one extreme
case, a group of indepen-
dent neurologists refused
to provide call coverage for
the ED unless the hospital
increased fees for its call
panels. At the time of publi-
cation, the hospital was
considering filing an an-
titrust complaint.®

Physicians are also reluctant
to participate in administra-
tive duties, such as serving
on quality assurance com-
mittees or taking the role of
president of the medical
staff, likely because they
believe the reward for doing
s0 is not worth the effort.
Young physicians’ desire to
participate in these activities
has declined most notably.
This segment tends to place
a greater value on quality-of-
life goals than their senior
colleagues did early in their
careers. As a result, hospi-
tals are paying stipends to
many physicians to meet
these needs.

Physicians are also less will-
ing to take on teaching as
part of their responsibility at
teaching hospitals without
receiving compensation in
return. Certain medical
schools throughout the
country are scrambling at
the last minute to try to fill
teaching positions that tra-
ditionally had long lists of
candidates. In some
instances, medical centers
are paying stipends upward
of $5,000 to motivate
providers to teach.

What Can Providers Do?

The real question for
hospital executives is
whether these subsidies can
be avoided or minimized.
The likely answer is no to
“avoided,” and yes to “mini-
mized.” However, a balance
must be struck between
what is paid and what is
needed. Hospital leaders
understand that physicians
are looking for ways to sup-
plement their income.
Physicians’ desire to supple-
ment their income, howev-
er, should not come at the
expense of the hospital’s
bottom line.

With these concerns in
mind, several strategies
for improving ED coverage
have proven useful.

Develop a funds pool.
Distribution to physicians
should be based on the



amount of hospital call
coverage they provide. Pool
amounts should consider
what the market will bear,
existing ED patient levels,
and the funds available for
the pool. The method for
distribution can be on a per
diem or clinical productivi-
ty basis.

Set specialty-specific
thresholds or tiers that
vary the amount of pay.
The formula to determine
the tiers may include num-
ber of days each month the
physician is on call, the
number of days per month
without pay, frequency of
calls off-hours, and the
amount of uncompensated
care provided. Thresholds
that define the number of
days that the specialist cov-
ers for no pay should allow
hospital leadership to main-
tain that call coverage is a
part of the medical staff
responsibility while com-
pensating those physicians
who take on an additional
burden of call.

Develop a productivity-
based payment struc-
ture. The basis should be a

guaranteed amount per
relative value unit for unas-
signed ED patients. This
approach can cut financial
risks for physicians by pro-
viding funding for uncom-
pensated care,

Contract with a third-
party entity. Outsourcing
is another option. In such
an arrangement, the third
party recruits physicians to
provide on-call services,
bills for the professional
services, and pays the physi-
cians using a productivity-
based methodology. The
hospitals are responsible for
paying a fee for the compa-
ny’s services in addition to
the shortfall between payer
reimbursement and the
productivity-based payments
to physicians. The advan-
tages to outsourcing include
reduced time and energy
for the hospital and regular
and fair payments to physi-
cians for their services.
However, this option can be
relatively costly for the
hospital.

Prioritize payment
where it’s most needed.
Some hospitals pay physi-
cians a fair market value in
the busiest call specialties,
such as internal medicine
and general surgery, and for
staying overnight (7 p.m.

to 7 a.m.).

Develop a bybrid
approach. Some hospitals
are using a stipend method-
ology for high-volume spe-
cialties while employing a
productivity-based approach
for low-volume specialties.

Regardless of the methodol-
ogy chosen for ED call
coverage, hospital leader-
ship must not get caught on
the slippery slope. Once
payments for one specialty
are implemented, it may not
be long until more special-
ists are lined up at the exec-
utive offices seeking
stipends. Consistency and
maintaining fair, document-

ed payment policies will
help to avoid potential po-
litical fall-out and go a long
way toward meeting regula-
tory requirements.

Methods for paying physi-
cians to participate in clini-
cal and medical staff leader-
ship roles vary based on
the specific duties.

Duties may encompass
(among other things) over-
sight of a program, clinical
quality assurance, interface
with referring physicians,
and program development.
In most cases, hospitals will:

* Outline specific duties
expected, such as staff
management, develop-
ment of protocols, atten-
dance at meetings,
and record-keeping
requirements.

¢ Determine the amount of
time necessary to fulfill
the administrative duties
requested.

* Develop a discounted
(e.g., 50 percent) clinical
value of time per hour to
pay the physician on an
hourly basis for duties.

¢ Assess the market to
determine how much
physicians are paid for
such activities.

Subsidies in Action

A community hospital in a
Southeast metropolitan city
started paying physicians for
ED coverage about 10
months ago. Initially, hospi-
tal executives earmarked
funds to pay physicians in
five specialties with tiered
stipends to reflect time
actually spent in the ED for
call coverage. The medical
executive committee be-
lieved that the pool needed
to be expanded to pay
tiered stipends to physicians
in 12 specialties. Eventually,
hospital executives agreed
to provide a $2 million pool,
giving the medical executive
committee the authority to
divide the funds how it

wished, as long as the ED
was covered. The methodol-
ogy and contract with par-
ticipating specialists now
reflects the following:

* Twelve specialties are paid
$500 per night for ED
coverage,

* Physicians taking call are
required to cover the ED
four nights per month
without payment.

* Physicians follow policies
and procedures to help
decrease utilization and
costs, such as using EMRs
consistently.

Now 10 months into the
program, the ED is covered,
but there are still problems
the hospital needs to
address. As the hospital
seeks to meet financial
targets, and nursing or
other departments feel the
effects, it’s hard to justify
payments to physicians,
Additionally, other special-
ists on staff want to get in
on stipend payments.
Psychiatrists want more
money to be on-call because
they make more when they
see office patients. The
hospital will continue to try
to meet the needs of its
community by providing ED
coverage, and work with
physicians in this regard,
but it is actively trying to
avoid the slippery slope.

Chris Howard, executive
vice president, SSM Health
Care (SSMHC) of Oklahoma
in Oklahoma City, says
medical staff subsidies are
almost impossible to avoid.
In the Oklahoma City
market, healthcare
providers avoided paying
subsidies for as long as they
could. Eventually, hospitals
in Oklahoma City started
paying stipends to physi-
cians for ED coverage

and administrative respon-
sibilities. Regarding
administrative responsibili-
ties, SSMHC has come up
with some strategies to
soften the blow.



SSMHC strongly believes

in providing a solid business
base for physicians to prac-
tice that potentially satisfies
their needs so they don’t
turn to the hospital for
additional sources of rev-
enue. In this vein, the orga-
nization also believes that

if they need to spend mon-
ey on physicians, then it
should be spent on those
things that will help the
physicians grow their busi-
ness. SSMHC has assisted

in recruiting partners to
existing practices and devel-
oping business plans for
physicians to expand their
practices.

When SSMHC does pay a
stipend for a medical direc-

tor position, it is not easy
money for the physician.
Strict performance monitor-
ing has helped ensure

the organization is getting
what it pays for and lets

the physicians know from
the outset that merely as-
suming the position is not
“money in the bank.”

The Future

Given the fragile financial
condition of many hospitals
and competing demands for
scarce resources, providers
clearly want to limit costly
medical staff subsidies. Al-
though all hospitals may
have tried, and some are
still succeeding, avoiding
medical staff subsidies is not

a likely option for the fu-
ture. With the right strate-
gies in place, such as strict
performance criteria and
well-documented, consis-
tent payment policies, hos-
pitals may be able to allevi-
ate some of the costs and
maximize the values for
funds expended. m
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