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Talking about bottom line issues in health care makes providers uneasy. The prevailing
attitude has been that health care is a service. The reality is that health care is now a multibillion
dollar industry with all the economic constraints of business tagged on.

While cost containment may have forced hospitals to identify and develop product lines or
cost centers, administrators are quick to dilute these harsh referral terms. Administrators may
deal with bottom line issues, but they must also temper that reality with traditional health care

attitudes.

These concerns hold particularly true
for oncology. The reality of cancer care
today is that providers arc seeking ways to
offer multi-modality treatments in cost-
effective settings. Controversy aside, free-
standing cancer centers (FCCs) are seen as
one way to offer such care. How FCCs
are operated and managed depends greatly
on ownership and control issues and the
philosophy of care.

WHO OWNS AND CONTROLS
FCCs?

Several different programmatic and
ownership configurations come into play
when discussing freestanding cancer cen-
ters. Some FCCs are merely an out-
patient department of a hospital; some are
jointly owned by physicians and a hos-
pital; some may be owned by several hos-
pitals; and some FCCs may have financial
investors that have no direct involvement
in cancer care.

These different ownership configura-
tions have a bearing on who controls the
cancer program. If an FCC is an out-
patient department of a hospital, the cancer
program will likely be operated as any
other outpatient department of the hos-
pital. It is when the complexities of joint
ventures come into play that ownership
and control issues become clouded. (see
page 16).

Richard Taylor, a senior partner with
Cancer CarePoint, Inc., an Atlanta-based

consulting firm, defines a joint venture for
a cancer program as "a relationship be-
tween a hospital and a group of physicians
or a group of physicians alone working
together, which have ownership position
in either the assets and/or operations of a
cancer center.”

Who owns the assets or the building
and equipment, and who controls the oper-
ations or the administrative and clinical
components, impacts on how decisions are
made. These are two different but inter-
relating aspects. Decisions to purchase a
new linear accelerator, or to offer a par-
ticular service, affect an FCC's viability.

GETTING THE PHYSICIAN
COMMUNITY INVOLVED

One of the critical issues facing the
successful operation of a freestanding can-
cer center depends on the willingness of
referring physicians to cooperate with the
cancer center. The intricacies of cancer
patient management often become difficult
to explain to nonspecialists, especially
when the oncologist suggests that a cancer
paticnt remain under his supervision and
care.

John J. Lynch, M.D., chief of oncol-
ogy at the Washington Hospital Center in
Washington, D.C., recognizes the con-
cemns of referring physicians. Lynch is
overseeing the development of a cancer
center at The Washington Hospital
Center, and he has been out in the

community seeking physician support.
"We recognize the need to be responsive
to referring physicians. Every effort will
be made to get the patient back to the
referring physician, or to give information
on the patient's condition,"” notes Lynch.

Over recent years, patient referral
patterns within the specialty of oncology
have changed. Patients that surgeons pre-
viously managed alone are now referred to
medical and radiation oncologists for addi-
tional care. Medical and radiation oncolo-
gists may refer to each other, but radiation
oncologists are generally on the receiving
end. In some cases, the surgical oncolo-
gists and radiation oncologists may be at
odds as to which modality is appropriate
for certain stages of cancer.

"Typically, the attending physician
refers to a surgeon or a medical oncolo-
gist. Most frequently, it is the surgeon
who first sees the cancer patient. If
appropriate, he may then refer the patient
to either a medical or radiation oncolo-
gist," says Rose Guererro, president of
Professional Oncology Resources.

Although battling for patient referrals
is inherent 1o the specialty, there are other
physician conflicts. The disparity of in-
come between surgeons, medical oncolo-
gists, and radiation oncologists sometimes
creates tension between the groups.
Surgeons may still dominate the cancer
program and radiation oncologists may
make the most money, but medical
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oncologists are becoming more assertive.

"The medical oncologists want a greater piece of the pie.
We are now seeing more medical oncologists practicing together.
Certainly, five medical oncologists working independently of
each other in one town does not wield as much power as those
same five working together,” states Cancer CarePoint’s Richard
Taylor.

Taylor suggests that medical oncologists are becoming more
dominate in cancer program development for two reasons: "First,
the subspecialty of medical oncology has grown, and now more
qualified medical oncologists are in the system. Secondly, the
medical community now recognizes that the medical oncologist
is two people: He is a family practitioner of the cancer patient,

Surgeons may still dominate the
cancer program and radiation
oncologists may make the most
money, but medical oncologists
are becoming more assertive.

and he is a chemotherapist. In his first role, he has more say on
how cancer programs are developed.”

A primary reason for hospital interest in FCCs is that it can
be a vehicle to gain more referrals. Since radiation oncologists
can provide therapy in outpatient settings, and since medical on-
cologists can offer chemotherapy and other ancillary services in
their office, both specialties are treating large groups of patients
outside the inpatient setting. Hospital administrators want to
bond oncologists and referring physicians more to the services of
the hospital.

To do so, however, hospital administrators need to devise a
system where everyone benefits, and this can become quite a
challenge. For instance, a hospital may want the FCC to control
laboratory, ancillary, and pharmacy billings, which many
oncologists now use to supplement their practice income.

Clearly, the ability to recognize physician sensitivities is a
pertinent operational consideration. Responding effectively to
physicians' concems will likely generate a strong competitive
edge over other cancer programs.

THE FINANCIAL CONSIDERATIONS OF
OPERATING AN FCC

Reimbursement

Not surprisingly, this past July the Health Care Financing
Administration (HCFA) issued a transmittal (Manual Trans-
mission 1200), which seeks to reduce Medicare payment for
radiation oncologists' professional fees. It has been long antic-
ipated that HCFA would seek ways to curb outpatient expenses.
This action appears to be the first national stance at making
uniform changes in reimbursement.

"We all know that it is the intent and impact of this trans-
mittal to reduce Medicare payments for radiation therapy. It was
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only a matter of time," says Otha W.
Linton, associate executive director of the
American College of Radiology (ACR).

Recently, the ACR leadership and the
radiation therapy leadership of the
American Society of Radiologists and
Oncologists (ASTRO) addressed the issue.
The respective organizations encouraged
members to meet with their individual
carriers. "We know that many carriers
leaped with glad cries,” says Linton, "but,
there were some carriers unfamiliar with
the transmittal. We wanted our members
to be prepared, and we suggested they talk
with their carriers to know the potential
impact.”

The ACR and ASTRO leadership pro-
posed to HCFA that in lieu of daily physi-
cian charges, a weckly medical charge be
assessed. The weekly charge would repre-
sent an average payment for the weekly
management of a cancer patient in any
specific diagnosis category.

(On Friday, November 13th, as
we went to press, HCFA released
another transmittal agreeing to the
weekly medical charge. As of this
writing it is too early to
determine all the implications of
this new move.)

Yet, the new fee structure is bound to
impact some FCCs. "There is an enor-
mous range of freestanding cancer cen-
ters,” notes ACR's Linton. "A facility
that uses only cobalt treatment may pro-
vide good palliative care, but that facility's
technical charges are not as high as a fa-
cility using more sophisticated equipment.
We have talked to HCFA about this, but
we recognize HCFA's difficulty to be re-
sponsive to one problem without having
to carry a lot of people with it."

Although the recent HCFA trans-
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cer center is affiliated with a hospital, the
FCC can use the hospital's provider num-
ber to bill for the technical component of
care. The technical charges cover expenses
associated with the use of clinical and ad-
ministrative staff, ancillary services, and
the building and equipment. The physi-
cians bill separately for their professional

"Most carriers do not understand
cancer and what it takes to provide state-
of-the-art cancer care. Carriers do not
know that a linear accelerator can cost $1
million, or that an FCC costs more to
build because of the shielding require-
ments. Since 40 to 60% of all cancer pa-
tients are covered by Medicare, radiation

tell impact.

HCFA agreed to ACR's weekly charge
assessment idea. It is still too early to

services."

The other model uses a physician or a
physician group provider number. "If the
facility is physician-owned and has no
hospital affiliation, the physicians can use
a physician provider number. Physicians
bill global charges, which include both
technical and professional fee compo-
nents,” says Bookbinder.

However, using a group physician
provider number can be risky. Since phy-
sician Medicare reimbursement varies from
region to region, it is wise to find out
current and projected status of your local
reimbursement policies.

On the other hand, according to
Bookbinder, if the FCC is a joint venture
between a hospital, a group of physicians,
and/or other investors, you may be able to
use either provider number. "To use the
hospital provider number for an FCC, you
must meet the hospital codes and quality
assurance guidelines set by the Joint
Commission. As a result, cancer center
facilities using hospital outpatient pro-
vider numbers are more expensive than
those designed as physician offices,"

Hospital Administrators want to bond oncologists

mittal has caused concern, FCCs face
other reimbursement issues. FCC reim-
bursement varies and depends on what
fee mechanisms are used, global fees and/
or hospital and physician fees.

According to Nancy Bookbinder, di-
rector of Planning and Economic Analysis
for the SHC Health Resources Group, a
freestanding cancer center can bill based
on two models: "If the freestanding can-

advises Bookbinder.

It is important to note that while
reimbursement is erratic, it can be nego-
tiated. The success of an FCC may de-
pend on how well the principals educate
the carriers. To do this effectively, the
principals need to know their costs, the
kinds of cancer patient they most com-
monly care for, and the projected cancer
patient load.

and medical oncologists should spend
more time talking with their carrier,
making them understand the level of so-
phisticated care that it takes to treat a
cancer patient," suggests Bookbinder.

Operational Costs

Despite concemns of the potential loss
of revenues for radiation oncologists,
some consultants submit that hospitals
have been losing money on radiation
therapy for some time. The technical
billing for hospital radiation therapy
departments has been poorly managed.
This is because most hospital billing
systems are structured around inpatient
services.

"It has been my experience that most
hospital radiation therapy departments can
tell you how they bill, but they can't tell
you how much they collect on a patient.
How much you collect is the true measure
of financial viability," advises C. D.
Pruett, president of CDP Associates, one
of the firms developing freestanding can-
cer centers.

Hospital radiation therapy depart-
ments do not seem to charge, bill, or col-
lect effectively. Lost revenues of a radia-
tion therapy department may not signifi-
cantly impact a large hospital, which
might generate annual revenues of $100
million, but smaller hospitals may want
to reassess how they manage these
departments.

An explanation as to why radiation
therapy departments are not billing appro-
priately may be attributed to the fact that
as radiation therapy departments became
separate entities, hospital administrators
were not looking at the uniqueness of the
care delivered. And, since radiation
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oncologists bill separately for professional
fees (at least for now), they do not spend
much time worrying about the hospital's
lost revenues.

"In many instances, we find that the
administrator of a hospital's radiation
therapy department is also the admini-
strator of the radiology department. There
are no similarities between radiation
therapy and radiology, except that the first
four letters of each word are the same.
Period. If there is no assigned adminis-
trator, you might then find a technician
assigned with the task of billing," notes
Cancer CarePoint's Richard Taylor.

All this suggests that moving cancer
care to an outpatient setting may be more
profitable for a hospital. This seems to be
a trend as evidenced by the growing num-
ber of hospitals designating cancer as a
product line.

Yet, the blunders of ill-managed hos-
pital radiation therapy departments may
not be sufficient reasons for starting a
freestanding cancer center. There are many
costs associated with operating an FCC,
not all of which are easily identifiable.
For instance, the cost of administering
chemotherapy outside of a physician's of-
fice needs to be identified. And, the non-
reimbursable costs for supportive care
contributes to the total operational costs
of an FCC. Support services include
programs such as nutritional and financial
counselling and psychosocial care.

The costs of outpatient care differs
from inpatient care. Outpatient billing
requires different input. Even if the FCC
is hospital-affiliated, creating a new
billing system specifically for outpatient
cancer treatment may prove beneficial in
the long run.
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charges,” advises Richard Taylor of
Cancer CarePoint.

Recently, the Harrington Cancer
Center in Amarillo, Texas, designed and
implemented its own billing system.
Jack McCullough, the administrator for
the Harrington facility, suggests that any
outpatient billing system must be flex-
ible. "Outpatient facilities will always

putting together a cancer program. Dr,
Rodger L. Bick, owner and medical
director of The Regional Cancer and Blood
Disease Center of Kern in Kem,
California, has put together three hospital-
based cancer programs. Two years ago, he
decided to strike out on his own and build
a freestanding cancer center, which today
sees about 400 new cancer patients.

"There are no similarities between radiation
therapy and radiology, except that the first
four letters of each word are the same."

face reimbursement problems. Al third
parties change the rules annually. By the
time you comply with the rules, they
change again. You then have to figure out
how to adapt to the new system."

THE ORGANIZATIONAL
STRUCTURE

The Medical and Administrative
Directors

Regardless of the ownership structure,
operating a freestanding cancer center
requires two key management players: a
medical director and an administrative
director. Each manager has a specific role.

Generally, the FCC's medical director
oversees the operation of the cancer pro-
gram -- both clinically and administra-
tively. The quality of care that is de-
livered, and the staff who delivers that
care, must be directed by an individual
with clinical and managerial experience.

"How well a freestanding cancer center

"Since 40 to 60% of all cancer patients are
covered by Medicare...oncologists should
spend more time talking with their carrier..."

"Some may say it is inefficient to
have a billing system separate from the
hospital's, but I believe the cost of pur-
chasing an outpatient billing system is
small compared to the benefit of having a
higher collection rate. A dedicated billing
system can more easily identify all the

works depends on the personality of the
physician leader, who must be able to
motivate both staff and administration.
The medical director should be elected by
the physician community," says CDP's
Pruett.

Ideally, the medical director should be
an oncologist who has had experience

"I strongly believe that you can
deliver quality cancer care in freestanding
facilities. Not only are they more cost
effective settings, but they also enhance
the quality of life for the cancer patient,”
states Bick, who also remains a medical
director to an area hospital's oncology
program,

The reporting structure for the med-
ical director depends on the FCC's owner-
ship and control configurations. If the
facility is not affiliated with a hospital,
the medical director will likely report to
the FCC's Board of Director or its owners.
However, if the FCC is affiliated with a
hospital, the medical director will likely
report to the hospital's medical director
and/or cancer committee and, ultimately,
to the hospital's Board of Trustees.

The reporting structure for the
administrative director also depends on the
ownership and control configurations. If
the facility is truly freestanding, the ad-
ministrative director will likely report to
the medical director. If the FCC is
hospital-based, the administrator will
likely report to a senior hospital
administrator.

This fall, the Rex Hospital in
Raleigh, North Carolina, opened the Rex
Cancer Center. Although the cancer center
has its own dedicated medical director, Dr.
Patrick J. Cavanaugh, the administrator of
the Rex Cancer Center also serves as the
hospital's Vice President for Ambulatory
Services. And, the cancer center's budget
is overseen by the hospital's senior vice
president.

"Essentially, the cancer center
operates as a unit of the hospital, and we
can easily identify the center's revenues
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and expenses, All technical revenues are
generated the same way, and physicians
bill for their own professional services,"
says Matthew M. Person III, senior vice
president of Rex Hospital.

Whether the FCC is hospital-affiliated
or an independent facility, the administra-
tive director implements the FCC's
policies and procedures and manages
several departments. The administrative
director needs to understand how to oper-
ate and manage a business, but also necds
to understand the trends in health care in
general and the trends in oncology in
specific,

"The administrative director also
serves as a goodwill ambassador -- one
who is able to deal effectively with the
cancer patients and their families, phy-
sicians, hospital administration, staff, and
the general public,” says Rose Guerrero of
Professional Oncology Resources.

While the administrative and medical
directors have different management roles,
there needs to be one major commonality:
Each must share the FCC's philosophy of
cancer care.

Physician Prerogatives

To attract oncologists and referring
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physicians to an FCC, owners must
respect physician prerogatives and provide
for a certain degree of independence. A
medical director may oversee the delivery
of clinical cancer care, but control over
participating physicians is a delicate mat-
ter. If physicians are perceived as employ-
ees, the FCC will fail because the phy-
sicians will pack-up and go home.

Carolyn Sawyer, a physicist at the
Orlando Regional Medical Center and the
administrator of three privately-owned
freestanding radiation therapy centers, sug-
gests that physicians need to be involved
in day-to-day management of a center, too.
"Physicians need to be in charge of those
who work with them. For a physician not
to have control would be dangerous. This
is from a liability standpoint all the way
down the line."

Bringing all the physicians into the
decision-making process makes sense. It
assures physicians that the FCC's owners
are listening to them, and that their con-
cerns matter. Furthermore, it is an added
quality assurance measure.

A major operational aspect of the
Salick Health Care system is dedicated to
promoting better understanding with phy-
sicians. "Every other week we hold
meetings with physicians to discuss opera-

tional issues. The physicians know that
their suggestions are taken into considera-
tion, and that the valid ones will be in-
corporated into the system,” says Dolores
Esparza, director of nursing at the Cedars
Sinai Comprehensive Cancer Center in
Los Angeles, California. Esparza was
instrumental in developing operational
procedures for Salick’s outpatient cancer
centers.

The Staff

A well-trained and experienced staff
is paramount to the successful operation
of a freestanding cancer center. Moreover,
the clinical and administrative staff need
to share the FCC's philosophy of care.

It is difficult to identify an exact
staffing complement. Freestanding cancer
centers range in physical size, patient load,
and services. In some instances, allo-
cating dedicated staff and services to the
cancer center may not be financially fea-
sible. With hospital-affiliated freestanding
cancer centers, it is not uncommon to
share staff and services. Accordingly, the
hospital must have a strong commitment

Continued on page 17
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Continued from page 15

to the cancer center to effectively integrate
inpatient and outpatient components.

"Some shared services are important
because it is impossible to plan for every-
thing. While a hospital gains from the
expert services of the cancer center, it is
also a security to us to have inpatient
services for emergency purposes, which is
why our centers always affiliate with a
hospital,” states Salick's Esparza.

Regardless of the FCC's ownership
and management configurations, the staff
can be an invaluable source of creativity.
The day-to-day interaction with cancer pa-
tients enhances the staff's ability to make
insightful suggestions. This knowledge
can contribute to the FCC's continuing
clinical and supportive care development.

"While some management structures
have the ability to gain clarity in organ-
izational visibility, these same structures
may lose intangible strengths, Managers
must constantly communicate with all
staff levels. This may be regarded as time-
consuming, but the outcome is better
quality for both the patient and staff,"
states Carolyn Sawyer.

IDENTIFYING AN OPERATING
SYSTEM

Policy and Procedures

Just as no standard programmatic con-
cept model exists for a freestanding cancer
center, there seem to be no standing pol-
icies and procedures. Other than those
standard practice references, such as the
Blue Book for radiation therapy, huge var-
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cancer patients seen, the physicians’
treatment philosophy, the institutional
commitment to the program, and the cost
of providing care,” says Rose Guerrero of
Professional Oncology Resources.
Operating procedures are a necessity.
From the moment an FCC is concep-
tualized, begin to document procedures.

measure. By collecting data, you can iden-
tify patterns. If you are unsure what to
collect, just try tracking what you are
doing for awhile. And, if you own or
manage more than one FCC, compare data
from one facility to another,” suggests
Carolyn Sawyer.

One hidden operational cost of a

Reliable financial data gives any cancer
program a competitive edge.

And, all operating procedures need to be
flexible because the delivery of cancer care
constantly changes.

"Every freestanding cancer center
should adopt a policy and procedures man-
ual. It makes for a smoother operation,
and it provides concrete instructions to the
staff. The manual should contain infor-
mation such as scope of services, the mis-
sion statement, an organizational chart,
medical records procedures, and even how
to contact a physician,” suggests Salick's
Esparza.

Data Management Systems

Reliable financial data gives any can-
cer program a competitive edge. Just as
an FCC needs sophisticated treatment
equipment, FCC owners should invest in
a good financial management system. The
ability to identify cost information helps
plan for the future.

But, data management systems for
freestanding cancer centers are still in a
relatively primitive stage. Some radiation

"Outpatient facilities will always face
reimbursement problems. All third parties
change the rules annually."”

iations in FCC operating procedures range
from patient/nurse ratios to how many
telephone calls a receptionist should be
able to answer within a minute.

"There are certain accepted rules-of-
thumb that cancer programs follow -- for
instance, two technicians per machine.
But, there are many factors that impact
how a center is operated -- factors such as
the types of services rendered, the type of

therapy equipment manufacturers provide
patient tracking software as an adjunct to
their equipment. Yet, there is little
uniformity in collection and no compara-
tive information from freestanding cancer
centers, Although individual radiation ther-
apy practices and individual entrepreneurs
have developed their own software, no
national standard has emerged.

"Collecting data is a quality assurance

freestanding cancer center may be the need
to collect and report tumor registry data to
state agencies. Cancer is a reportable
disease in many states, and as more states
require hospitals to report cancer patient
data, FCCs will likely be designated as
facilities that must report.

Measuring Physician and Staff
Productivity

While cancer is a highly complex and
technical disease, the emotional needs of
cancer patients may take a significant
amount of physician and staff time.

How, then, can productivity be mea-
sured? Obviously, the intangible needs of
the cancer patient can not be regulated.
One cancer patient may be more emo-
tionally distraught than another, requiring
more physician and staff time. However,
measuring time is important. Cancer
patients are highly anxious, and making
them wait for care just adds to their
anxiety.

This is an issue that many free-
standing facilities are addressing. "Our
policy is that we try not to have a patient
wait more than five minutes before some-
one initiates care, whether it is a physician
consulting with the patient, or a nurse
escorting the patient to a treatment room,"
says Salick's Esparza.

"We have tried to classify each cate-
gory of patient for a certain level of care,”
continues Esparza, "We know that a new
patient requires one hour of physician and
staff time, and that a returned patient takes
20 minutes. Then there are certain emer-
gency procedures that we can estimate.
For instance, a patient coming in with a
low white count takes 20 minutes for
evaluation.”
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Recognizing that psychosocial care is
important to every cancer patient, the
Salick centers provide for all patients to be
evaluated by a social worker. Esparza
notes that each new cancer patient requires
a minimum of 30 minutes with a social
worker.

Carolyn Sawyer suggests that some
staff productivity is easier to evaluate than
others. "Quantitative evaluation of an
office manager is relatively easy. Part of
our office managers' jobs is to post and

ACCC

the cancer patients are truly taken to heart,
freestanding cancer centers may serve both
the patient and the provider.

"The philosophy of FCCs should be
the willingness to forego the profit of a
normal oncology office and to put more
effort and money into education, quality
assurance, and quality control. If the FCC
is dedicated to quality, it will be difficult
to fail,” says Dr. Rodger Bick whose
facility was part of a pilot study by the
American College of Surgeons (ACoS) to

"The philosophy of FCCs should be the
willingness to forego the profit of a normal
oncology office and to put more effort and
money into education, quality assurance, and

quality control."”

collect. The office managers' evaluation
will be based partially on the percentage
of collections.”

"Other ways to measure staff pro-
ductivity is to look at billable procedures,"
continues Sawyer. "For instance, we can
evaluate a dosimetrist by looking at the
number of treatment plans done in a day.
Of course, the evaluation considers the
complexity of a patient's treatment."

However an FCC measures
productivity, the intangible needs of
physicians and the staff, like those of the
cancer patient, differ. Some physicians
choose to spend more time with their
patients than others. And some staff have
stronger emotional reactions to the needs
of the cancer patient than others,

MEASURING QUALITY OF
CARE

Bringing together the different fac-
tions of cancer care providers can be
valuable to a community. If the needs of

assess freestanding cancer centers.
According to Bick, the facility met every
ACoS requirement except accreditation by
the Joint Commission.

Recently, the Joint Commission
approached the Association of Community
Cancer Centers to discuss how the two
organizations could work together to as-
sess the quality of cancer care delivered in
outpatient settings. Until such qualitative
and quantitative measurements can be
developed, sound operational and

management strategies that incorporate
good business and medical ethics must
sustain freestanding cancer centers.

Throughout the country, freestanding
cancer centers have become a topical and
major issue. Yet, the operational issues
discussed in this article, and the feasibility
issues discussed in the last issue of The
Journal of Cancer Program Management,
suggest that there is no one way to pull
together all of the necessary components.
While numerous hospitals, oncologists,
and entrepreneurs are considering devel-
oping FCCs in a variety of configura-
tions, they must be mindful that all forms
of care will eventually be evaluated for
quality as well as for cost effectiveness,

Today, many freestanding cancer cen-
ters secem to be effectively bringing to-
gether community resources into a
combined cancer program. Whether in a
separate freestanding facility, or those
directly attached to a hospital, these FCCs
are providing quality cancer care to geo-
graphically underserved regions.

However, while FCCs can be instru-
mental in filling voids in cancer care, par-
ticularly in rural areas, not providing state-
of-the-art care is dangerous and unethical.
Freestanding cancer centers need to be
continually monitored and evaluated for
the quality of care delivered. B
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