
Healthcare reform has had a significant
impact on the 7 obstetrics and gynecology
residency programs in Florida. The number

of resident deliveries in the American College of
Graduate Education (ACGME)-approved obstetric
training centers in Florida have decreased by
approximately 42% (Figure) between 1991 and
1996, from 22,287 to 15,886 annually, mainly
because of private sector competition. The declin-
ing number of deliveries have resulted in decreased
operating capital, causing institutions to implement
strategies for preventing excessive financial losses.  

The Orlando Regional Healthcare System
(ORHS) obstetrics and gynecology residency pro-
gram began investigating opportunities for overall
cost control after undergoing a leadership change in
November 1995. Financial analysis of hospital
billing and collections for operating room activities
for resident gynecology (GYN) procedures indicated
the potential for cost savings in this area as the hos-
pital profits were marginal for some of the outpa-
tient procedures.  Most procedures were associated
with an actual loss when the technical component
was considered. Because the technical component
costs are more readily controlled in an office set-
ting, the residency program proposed developing an
office-based center to perform GYN procedures. 

The projected advantages included avoiding the
extra costs associated with in-hospital GYN proce-
dures (eg, nursing, anesthesia, and room costs),
patient convenience, resident education, potential
revenue source for the department, and increased
availability of hospital operating rooms for private
clients because the rooms would not be in use for
resident procedures.  In addition, the office proce-
dures would be scheduled in the resident continuity
clinic, which would allow increased productivity
and efficiency for residents and attending physi-
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cians because they could continue to see other
patients immediately before and after performing
procedures.  

This report discusses the financial implications
and clinical safety of the first 110 procedures per-
formed in the obstetrics and gynecology resident
office surgical program at ORHS.

. . . METHODS . . .

ORHS has 8 ACGME-approved residency pro-
grams, including one for obstetrics and gynecology.
The inpatient clinical activity of the ORHS
Department of Obstetrics and Gynecology takes
place in Arnold Palmer Hospital for Children and
Women, a 281-bed hospital for women and children

in Orlando, Florida. Outpatient clinical activity for
this facility, including GYN procedures, takes place
in a new freestanding office located approximately
150 yards from the hospital, with 4 obstetric and
gynecology residents on staff per year. More than
4100 inpatient GYN cases are seen each year, of
which 67% are used for resident education. During
the 4-month study period (March 1, 1997 to July 1,
1997), the training program and hospital averaged
160 and 500 deliveries per month, respectively. In
preparation for the study, a budget to purchase the
items needed to perform the designated office-based
surgical procedures was developed, then an applica-
tion for grant funding was made to the ORHS
Foundation, a nonprofit organization that supports
hospital efforts to improve healthcare in the
Orlando community. A $60,000 start-up grant was

Figure. Resident Deliveries in the American College of Graduate Education-Approved Obstetric Training
Centers in Florida Between 1991 and 1996

Tampa numbers are estimated at 98% of total deliveries at Tampa General Hospital. Jacksonville numbers for resident deliveries not avail-
able. Miami numbers are not calendar years.
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awarded in July 1996, which was used to purchase
equipment.  Staff were then trained as needed;
interested physicians attended a course on office
laparoscopy under local anesthesia, one attending
obstetrician became certified in the no-scalpel
vasectomy technique, and residents were taught
how to perform neonatal circumcisions.  Nursing
and physician staff became certified in both
advanced cardiac life support and conscious seda-
tion techniques. Fiber optic video cables and audio
links for remote viewing were placed between the
procedure room and the resident conference room
to enhance resident teaching. Hospital, state, and
federal facility and medical procedure policies were
noted and followed, with additional policies and
procedures written to ensure the safety and protec-
tion of patients. A fee structure for office procedures
was developed based on standard fees charged by
private physician offices in the community. 

Patients were selected for the procedures from
the resident-run continuity clinic using convention-
al indications.  Before the procedures, the residents
obtained complete patient histories, performed
physical examinations, and provided personal
counseling.  Patients were asked abstain from eating
solid foods for 8 hours before their procedures were
done. All patients had informed consent. Office pro-
cedures were performed using standard techniques,
including intravenous conscious sedation with
midazolam (0.5 to 2 mg) and fentanyl (1 to 2 mg/kg)
when necessary. Intravenous sedation medications
were given by both the nursing and resident staff.
When local infiltrative anesthesia was required, 1%
xylocaine was used.  

Calculating Costs
For office procedures, nonphysician work

expenses, including nurse time, room time, medica-
tion, and supplies were calculated, and current pro-
cedural terminology (CPT) code-specific cost and
collection assignments were made.  For calculation
and comparison purposes, a 20% increase1 above
the cost was added to the fee for office procedures
to cover business supplies, space, and administra-
tive services. Evaluating collections for office proce-
dures in order to compare them to hospital-based
procedures was difficult. The collections for the pro-
fessional component of hospital-based procedures
could not be determined because many of the
patients used in the comparison had private physi-
cians perform their procedures.  These physicians
used their own billing and collection employees; as
their collection data were not accessible for this

study, the only accurate collection comparisons
that could be made involved the technical compo-
nent. Because all billing and collections for office
procedures were charged globally, including the
physician’s professional component, the Resource-
based Relative Value Scale (RBRVS)2 system of the
Healthcare Financing Administration was used to
estimate the technical component of the office col-
lections.  For purposes of comparison, only the
practice expense component of the RBRVS was
used to determine office collections. 

The financial analysis was repeated for an equal
number of in-hospital procedures for women with
equivalent CPT codes and payment sources, and
the costs and collections for each procedure were
generated.  The technical costs of the hospital pro-
cedures were determined by the accounting office
by averaging the direct, indirect, fixed, and variable
costs for more than 50 procedures for each CPT
code. In cases with more than one CPT code record-
ed per procedure, only the most expensive one was
used for hospital cost purposes.  Hospital collections
were determined from patient accounts. 

The difference in costs between the 2 groups was
defined as cost savings, the difference in technical
component collections was defined as collection dif-
ference, and the difference between the cost savings
and profit difference was defined as cost avoidance.  

A cost avoidance for vasectomies was not calcu-
lated because they are not normally performed by
the hospital obstetrics and gynecology program.  All
physicians billing for the office procedures were
full-time hospital employees whose total collections
were assigned back to the hospital. Cost to the pay-
ers was calculated by identifying the global fee col-
lections for the office group and the technical fee
collections for the hospital group.  

Calculations of the collections for urodynamic
studies was complicated because the in-hospital
procedures did not include a cystoscopy. For prop-
er comparison, the collection portion for cys-
toscopy during urodynamic studies performed in
the office group was excluded.

. . . RESULTS . . .

During the 4-month study period, 110 proce-
dures, including dilation and curettage (D&C), diag-
nostic hysteroscopy, diagnostic laparoscopy, neona-
tal circumcision, and urodynamic studies with cys-
toscopy, were performed in the office (Table 1).
There were no clinical complications, and all

. . .  OFFICE-BASED SURGERY AND COST AVOIDANCE IN OBSTETRICS AND GYNECOLOGY . . .
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patients were able to leave the office
ambulatory within 1 hour after their pro-
cedures, including those who underwent
conscious sedation. 

The differences in costs between office
and hospital procedures were calculated
(Table 2). As 20 of the 45 urodynamic
studies performed in the office were part
of a research protocol, therefore neither
billed nor collected, the total costs of only
25 of the hospital urodynamic studies
were included in order to keep the com-
parison accurate. The calculated cost sav-
ings for performing all of the procedures in
the office was $58,506. Total collections
for both groups were calculated (Table 3)
and the profit was calculated by subtract-
ing the costs from collections (Table 4).
Although the hospital group had a $26,335
advantage in collection difference, subtract-
ing these collections from the cost savings
resulted in a cost avoidance of $32,335 for
procedures performed in the office.

In addition to this direct gain through
cost avoidance for the office group, the

financial burden to the
payers was significantly
reduced. The global reim-
bursement for the office
group was $18,073, which
included all 3 compo-
nents of the RBRVS (ie,
malpractice insurance,
practice expenses, and
physician work). As men-
tioned previously, the
physician portion of the
hospital group collections
could not be obtained;
an assumption is being
made that the $13,295
calculated savings of the
payer for office proce-
dures may be significantly
higher.  Using the stan-
dard Medicaid collection
rate, the physician com-
ponent reimbursement for
performing the procedures
in the hospital was
$10,024, increasing the
savings for the payers to
$23,318.

Table 1. Procedures Performed in Office

CPT= current procedural terminology; D&C=dilation and curettage. 
*Urodynamic studies are billed under a global fee for the 3 procedures.
†The 2 different codes represent billing either with or without irrigation, respec-
tively.

Table 2. Cost of Procedures ($) in Hospital and Office

D&C=dilation and curettage. 
*Cost - 25 cases

Office Cost/ Hospital Cost/ Office Cost/ Hospital Cost/
Procedure All Procedures All Procedures Procedure Procedure

D&C missed abortion 2030.24 17,971.36 126.89 1123.21

D&C incomplete abortion 380.67 3612.24 126.89 1204.08

D&C nonobstetric 126.89 1243.02 126.89 1243.02

Diagnostic hysteroscopy 350.31 5964.60 116.77 1988.20

Diagnostic hysteroscopy/D&C 507.56 7952.80 126.89 1988.20

Diagnostic laparoscopy 381.32 3662.80 190.66 1831.40

Neonatal circumcision 574.54 2300.00 24.98 100.00

Urodynamic studies 2985.50* 23,135.75* 119.42 925.43
Voiding uroflowmetry
Complex cystometrogram
Cystourethrography

Total $7337.03 $65,842.57

Procedure CPT Code No. Performed

Vasectomy 55250 13

D&C missed abortion 59820 16 

D&C incomplete abortion 59812 3

D&C nonobstetric 58120 1

Diagnostic hysteroscopy 56350 3

Diagnostic hysteroscopy/D&C 56350/58120 4

Diagnostic laparoscopy 56300 2

Neonatal circumcision 51750 23

Urodynamic studies* 45

Voiding uroflowmetry 51741
Complex cystometrogram 51726
Cystourethrography 52000/52005†
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If global collections, cystoscopies, and vasec-
tomies are also considered, the total collections for
the office would be $19,667, resulting in a profit of
$12,330.

. . . DISCUSSION . . .

While few medical
providers would argue
the comprehensive ben-
efits to the community
and the sponsoring hos-
pital of an ACGME-
approved residency-
training program, deci-
sions regarding the
future of these programs
are no longer exclusive-
ly made by medical edu-
cators. Hospitals are
faced with declining
profits, and many obstet-
ric programs have had a
significant decrease in
volume with the private
sector moving complete-
ly into the Medicaid mar-
ket. These factors have
combined to create the
need for new fiscal
accountability in obstetric
and gynecology teaching
programs.

Technical advances
in endoscopy and stan-
dardized conscious
sedation protocols allow
many GYN procedures
to be performed safely
in an office setting.  In
fact, some institutions
are regularly teaching 2-
to 3-day courses in
office-based surgical
techniques and provid-
ing certification to per-
form selected proce-
dures. Although the pri-
mary incentives for the
physician to perform
office-based surgery are
patient convenience

and increased physician productivity, a potential fis-
cal benefit exists, as well. The true cost of proce-
dures will always be lower in the office than in the
hospital, and this cost avoidance can be calculated.  

. . .  OFFICE-BASED SURGERY AND COST AVOIDANCE IN OBSTETRICS AND GYNECOLOGY . . .

Table 3. Collections for Technical Component ($)

D&C=dilation and curettage. 
*Collections for 25 of 45 patients; 20 patients received testing without charge.

Office Hospital
Office Hospital Reimbursement/ Reimbursement/

Procedure All Procedures All Procedures Procedure Procedure

D&C missed abortion 1280.00 12,444.00 80.00 777.75

D&C incomplete abortion 169.80 1581.00 56.60 527.00

D&C nonobstetric 53.35 1105.94 53.35 1105.94

Diagnostic hysteroscopy 127.50 2865.87 42.50 955.29

Diagnostic hysteroscopy/D&C 471.68 7108.00 117.92  1777.00

Diagnostic laparoscopy 193.46 1828.12 96.73 914.06

Neonatal circumcision 525.55 2281.60 22.85        99.20

Urodynamic studies 2211.50* 2153.50* 88.46 86.14

Total $5032.84 $31,368.03

Table 4. Profits and Losses ($) by Procedure, Setting 

D&C=dilation and curettage. 

Office Hospital
Procedure Total Total Office/Case Hospital/Case

D&C missed abortion -750.24 -5527.36 -46.89 -345.46

D&C incomplete abortion  -210.87 -2031.24 -70.29 -677.08

D&C nonobstetric -73.54 -137.08 -73.54 -137.08

Diagnostic hysteroscopy -222.81 -3098.73   -74.27 -1032.91

Diagnostic hysteroscopy/D&C -35.88 -844.80    -8.97        -211.20 

Diagnostic laparoscopy -187.86 -1834.68 -93.93 -917.34

Neonatal circumcision -48.99 18.40 -2.13 0.80

Urodynamic studies -774.00 -20,982.25   -30.96 -839.29

Total -2304.19 -34474.54
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Because of the opportunity to avoid extra costs of
certain GYN procedures traditionally performed in
the hospital and the requirement of fiscal accounta-
bility, the office-GYN procedure program was imple-
mented by the ORHS Department of Obstetrics and
Gynecology residency program. As expected, a large
variation between the calculated costs and collec-
tion differences between office and hospital proce-
dures were found. Even though the hospital initially
appeared to have a financial benefit from hospital
surgery, adding costs to the equation showed an
actual benefit of $32,170 for the office procedures.
This is direct cost avoidance; as the hospital is ulti-
mately responsible for all of the residency program
costs, whether office- or hospital-generated, this dif-
ference represents a true savings.  

Several flaws can be found in the financial com-
parisons presented here. In attempting to perform a
fair comparison of costs and collections between the
hospital and office, several assumptions, adjustments,
and calculations were required. Office costs were rel-
atively simple to calculate except for items such as
the administrative services, which, as discussed earli-
er, were calculated by adding a 20% increase over
costs, assuming that hospital costs include adminis-
trative services, in order to keep the comparison fair
and equivalent. The hospital collections were
obtained by simply reviewing patient accounts, which
did not include physician professional fees. In most
cases, this data was unavailable so only the technical
component collections could be compared. The office
collections did include the professional fee as part of
the global fee. Thus, the RBRVS was used to adjust
office collections to determine the true technical
component.

Finally, these numbers do not account for the
funds required to purchase the equipment, but the
comparison is still valid because the hospital also
had to purchase their equipment initially and the
costs were likely similar.

The large losses of hospital-based GYN procedures
were striking. This was first assumed to be a reflection
of poor collections, but recalculating the hospital cost
technical component versus collection data provided
by the finance department for private patient
accounts only, the hospital still showed a loss of
$16,861. These losses must be made up in some way,
such as on inpatient admissions or by cost shifting.

The office-based procedures have clinical and
educational benefits as well.  As already mentioned,
some of these benefits include increased productivi-
ty of the resident and attending physicians, a high
level of patient satisfaction, and hospital operating

rooms could be used for more private cases. In addi-
tion, residents further enhanced their education,
especially with the physician being responsible for
maintaining and setting up the equipment.  

Finally, collecting and analyzing the data for this
project required the cooperative effort of financial
officers and clinicians working together closely on a
variety of issues.  In the process, each group became
educated about many of the details of the other
group’s work. This increased awareness resulted in
several changes being incorporated. For example,
because the hospital-based urodynamic service was
responsible for a large financial loss and can be pro-
vided in an office setting without compromising
safety, urodynamic studies are now being shifted
when possible. A second change involves the many
office services used routinely by the clinician (eg,
pulse oximetry, procedure trays, continuous blood
pressure monitoring, and cervical blocks) that were
not typically billed during the procedures performed
in the hospital. As these were found to generate col-
lections, they are now being billed appropriately.
Additionally, designated team members in each
group now have a working knowledge of both the
financial and clinical elements and can lead the
effort to improve finances while maintaining patient
safety and convenience.

Performing vasectomies in an obstetrics and
gynecology residency program is controversial since
this procedure is considered urology surgery. Prior
to obtaining credentials, back-up coverage with a
local urologist and surgeon were arranged. Our pro-
gram is now certified in the no-scalpel vasectomy
technique. The office cost of each vasectomy is $63
and the collection is $175, showing a favorable mar-
gin between true cost and collections for this proce-
dure. Because the World Health Organization notes
that vasectomy is one of the most cost-effective
methods of contraception, we felt it important to
provide this service to our patients.

One item that should be addressed is the intrin-
sic risk of laparoscopy regardless of where it is per-
formed. Major complications from laparoscopy
occur in from 10 per 1000 cases.3 These complica-
tions, including vessel or bowel damage, can occur
suddenly and unexpectedly, but certain patients
may be at higher risk. Our patient screening process
excludes all women who weigh more than 180
pounds, report any previous abdominal surgery, or
are uncomfortable with conscious sedation. None of
our patients have developed intraoperative compli-
cations to date, but a contingency plan is to imme-
diately transfer the patient to one of the 2 fully

. . .  CME . . .
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staffed operating rooms at the hospital, which is
within 150 yards of our office facility. Another relat-
ed issue is the risk of malpractice in the event of a
poor outcome. We believe this risk is minimal, as all
of the participating nursing and physician personnel
are fully accredited and certified in the procedures
performed. As the endoscopy performed in our
office procedures is not considered experimental,
our risk management team has concluded we are at
no higher risk for malpractice than we would be if
we did not perform office endoscopy.  

The efforts to consider costs without compromis-
ing quality are a universal theme in the current
healthcare delivery system, and any effort to reduce
cost will always be noted by both educated payers,
who are actually the hospitals in some cases, and
hospital financial officers. The effort at cost account-
ability may lead to more opportunities for our hospi-
tal, especially as the managed care concept is sys-
tematized. 

Medical education is expensive and medical edu-
cators are now challenged to formally address finan-
cial issues. Obstetrics education is especially com-

plicated and expensive because of the subspecialty
faculty requirements and the declining obstetric
volume in many centers. Financial officers of spon-
soring hospitals are faced with compelling budgetary
constraints and often consider medical education
programs as sources of savings and cost control. We
have shown that, while certainly not the entire solu-
tion, an office-based surgery program for residents
can contribute to the financial success of an obstet-
rics and gynecology program, improve resident edu-
cation, and enhance patient convenience. This
model may well work in medical education pro-
grams other than obstetrics and gynecology.
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CME QUESTIONS: TEST #059909

Please circle your answers:
1. a b

2. a b c d e

3. a b c d e

4. a b c d e

5. a b c d e

6. a b c d

7. a b c d e

8. a b c d e

9. a b c d e

10. a b c d e
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1. In the study presented, the only fee collection com-
ponent that was valid for comparison between inpatient
and office surgery patients was the technical component.

a) True
b) False

2. Clinical and educational benefits of the program
include which of the following?

a) Greater productivity of residents and attending
physicians

b) High level of patient satisfaction
c) More openings in the hospital operating room for

patients needing non-resident procedures
d) Enhanced education in equipment maintenance

and operation for physicians
e) All of the above 

3. Many gynecologic procedures can now be safely
performed in an office setting because of improve-
ments in techniques for which of the following?

a) Endoscopy 
b) Laryngoscopy
c) Ultrasound
d) Thoracotomy
e) Cystotomy

4. When initiating an office-based surgery program,
each of the following steps in writing, policy, and 
procedure codes should be followed EXCEPT

a) adapting hospital facility policies to suit the
new program’s needs

b) keeping all current hospital medical procedure
policies

c) writing additional policies to further ensure
patient safety

d) undergoing evaluation by a risk management
team

e) having all participating staff be fully certified in
procedures to be performed

5. In calculating the cost of office versus outpatient
procedures, which of the following components is
LEAST reliable?

a) Professional collections
b) Equipment costs
c) Administrative expenses
d) Room costs
e) Anesthesia costs

6. In determining patients at risk for complications
during laparoscopy, which of the following patient 
factors is LEAST important?

a) Weighing more than 180 lb
b) Previous abdominal surgery
c) Fear of conscious sedation
d) Age



7. This study found which of the following procedures
to cause the greatest loss for hospitals?

a) Dilation and curettage, nonobstetric
b) Diagnostic hysteroscopy
c) Diagnostic laparoscopy
d) Neonatal circumcisions
e) Urodynamic studies

8. The cooperative effort of this type of program
allows financial officers to be more aware of which of
the following aspects of the clinician’s job?

a) Office services that can generate collections
b) Number of telephone calls during clinic
c) Reasons for Pap smears
d) Operation of hysteroscopy machine
e) Patient resuscitation

9. Which of the following steps best helps differentiate
true costs of procedures?

a) Reviewing nonphysician staff costs
b) Reviewing professional fees
c) Reviewing technical component fees
d) Reviewing length of procedure
e) b & c

10. The hospital is ultimately responsible for each of
the following aspects of residency program costs
EXCEPT

a) cost avoidance
b) cost savings
c) office-based procedures
d) hospital-based procedures
e) in-hospital nursing costs 
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Do you have recommendations to improve this 
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____ yes ____ no

Comments:
_____________________________________________________
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inappropriate? 

____ yes ____ no

If so, which? 
_____________________________________________________

Do you find the information presented in these articles
to be fair, objective, and balanced? 

____ yes ____ no

Is there subject matter you would like included in the
future?

____ yes ____ no

Comments:
_____________________________________________________

In your opinion, were the authors biased in their 
discussion of any commercial product or service?
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_____________________________________________________
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