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From the publishers of the New England Journal of Medicine

Health-Care Reform, 
Corporate-Style
Company Medical Clinics  
Are Springing Up at Toyota, 
Harrah’s, Disney, and  
Elsewhere — and the Savings  
Are Substantial 

When a company unveils a new plan to 
rein in health-care costs, workers usually 
groan. Yet Toyota Motor (TM) is getting 
rave reviews for the on-site medical center it 
built at its truck factory in San Antonio. Ask 
line worker Louis Aguillon. He went to the 
clinic in May with nagging back pain, and 
paid just $5 for the visit. “I saw the doctor 
for 20 minutes,” Aguillon beams. “You’re 
not just a number there.”

Toyota isn’t running a charity. The 
medical center, which cost $9 million to 
build in 2007, could save the company many 
millions over the next decade. Managed by 
Take Care Health Systems whose business is 
running medical clinics, the program has 
helped Toyota slash big-ticket medical items 
including referrals to highly paid specialists, 
emergency room visits, and the use of costly 
brand-name drugs. Plus, there are big 
productivity gains because workers don’t 
have to leave the plant and drive to a 
doctor’s office for routine medical matters.

The company doctor is back. It’s a 
tradition with roots in the 1800s, but the 
practice fell from grace in the 1930s and 
1940s, when critics complained that the 
doctors were mainly serving the employers’ 
interests. Many states passed laws requiring 
such medical centers to be owned by 
physicians. Even now there are calls for 
monitoring the clinics, to ensure they 
emphasize patient care over savings.

Nevertheless, in a climate of deepening 
health-care woes, company-based medical 
centers are winning dozens of fresh con-
verts. These include the North American 
units of Toyota and Nissan (NSANY), 
Harrah’s Entertainment, and Walt Disney 
Parks & Resorts. Pharmacy chain Walgreen 
(WAG), which also operates nearly 200 
small clinics for customers at its retail stores, 
sees so much growth in on-site medical 
centers that in May it snapped up Take Care 
Health. A recent study by benefits-consult-
ing firm Watson Wyatt Worldwide (WW) 
found that 32% of all employers with more 
than 1,000 workers either have an on-site 
medical center or plan to build one by 2009. 
“We’re talking about a microcosm of 
health-care reform,” says Hal Rosenbluth, 
president of Walgreen’s health and wellness 
division. “Companies can take control and 
understand their health-care costs.”

On-Site Savings
In setting up a clinic, an employer typically 

comes up with a blueprint of the services it 
aims to provide to its workers. Then it hires 
an outside firm to manage the project, 
offering employees a major break on co-pays 
and other incentives if they use the center. At 
Toyota, the co-pay is $5, vs. $15 if workers 
visit an outside doctor. Some companies also 
reward the use of in-house services by 
making deposits in the worker’s health 
savings account. 

At the San Antonio plant, Toyota workers 
find little reason to venture outside. The 
on-site medical team can take X-rays, treat 
broken bones, and handle various emergen-
cies. The doctors perform many of these 
procedures for as little as half of the 
physician fees charged by a specialist or  
a local hospital. And when medicines are 
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required, an on-site pharmacy steers patients 
to generic drugs that have proven just as 
effective as the branded products. That 
seems to suit Toyota employees: some 60% 
of the San Antonio staff uses the clinic.

Managers of on-site centers such as Toyota’s 
make a variety of bold claims. Rosenbluth 
says every dollar invested in setting up a clinic 
will return $3 to $5, even though on-site 
doctors spend an average of 20 minutes with 
each patient — more than double the 
national average for primary-care physicians. 
Some of the biggest savings are on referrals to 
specialists and visits to emergency rooms, 
where the financial burden falls mainly on 
the worker’s employer. Peter Hotz, president 
of Take Care Employer Solutions, the on-site 
medical division of Walgreen, says the 
clinic-management companies Walgreen 
acquired refer 40% fewer patients to special-
ists, compared to the primary-care physicians 
who treated the workers previously. And 
emergency room visits are down 72% at 
companies where Take Care is managing 
medical facilities. 

Patient vs. Company Care
The question is, will health management 

companies hired to help control costs act in 
the patients’ best interests? “We are trying 
to avoid the company-doctor image,” says 
Dr. Jeb Johnson, Take Care Health’s 
medical director at the San Antonio plant. 
“If [employees] perceive that we place some 
company’s interest over their well-being, 
they won’t come.”

That doesn’t entirely reassure critics. Some 
worry that the general-practice doctor might 
miss something a specialist would catch. 
And there are potential privacy issues, says 
Dr. Bruce Auerbach, president of the 
Massachusetts Medical Society. When 
employers have a tight relationship with the 
health-care provider, there’s a risk they 
might access health information that could 
prejudice them against a particular employ-
ee. But Auerbach also believes clinics work 
well when the right guidelines are in place.

As for the quality of care, employers who 
have built medical centers say there is no need 
for concern. The cost savings, they say, come 
mainly from eliminating inefficiencies, 
including premium care that doesn’t improve 
the patient’s health. P.H. Glatfelter (GLT), a 
York (Pa.)-based paper manufacturer, says the 
company reduced costs by $2.1 million last 
year using a Take Care Health-run clinic to 
serve 1,700 workers at a plant in Chillicothe, 
Ohio. A large portion of the savings, says Greg 
Paradiso, Glatfelter’s director of compensation 
and benefits, come from cutting unnecessary 
specialist referrals. At his plant, only 4% of 
patients are sent to a specialist, while 25% of 
patients in the surrounding community are 
referred out. By avoiding 2,100 such visits, 
with an average fee of $250, the company 
shaved $525,000 from its total health-care bill. 

Need, Not Want
Managers of the medical centers also 

maintain they are more diligent in screening 
for long-term health conditions than 
traditional company-supported health plans. 
That’s because there’s an incentive to help 
workers avoid diabetes, hypertension, and 
heart conditions — problems that are 
expensive to treat and are responsible for 
high rates of absenteeism. Dr. Johnson, the 
Take Care Health medical director at the 
Toyota facility, says he is seeing improve-
ments in such measures as blood pressure 
and cholesterol levels. 

Companies running clinics also tend to 
save money on medicines. At Glatfelter, the 
use of prescription drugs by employees fell 
by 5% after the clinic was opened, saving the 
company about $130,000. “I think this is a 
silver bullet,” Paradiso says. “I want our 
doctors prescribing what patients need, not 
what they want.” Many of the union workers 
have enrolled, says Billy Smith, president of 
United Steelworkers Local 988, which repre-
sents some of Glatfelter’s workers. “We’ve 
always had good luck with it,” Smith says.  
“I haven’t heard any complaints.”
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———————  Market Watch———————
Temporary Staffing Trends

How Do You Select a Firm?

How Do You Select Temporary Opportunities?

How Far Are You Willing to Travel?

Source: “2008 Review of Temporary Staffing Trends,” Staff Care; (800) 685-2272, www.staffcare.com 
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From the publishers of the New England Journal of Medicine

Changes to Stark Alter 
Physician Recruiting Rules

Physician recruiting first emerged as an 
industry separate from executive recruiting in 
the 1970s and the early 1980s. At that time, 
physician recruiting was a relatively unregu-
lated activity. Hospitals had considerable 
latitude when it came to the types of recruit-
ing incentives they could offer physicians, and 
hospital physician recruiting activities were not 
vigorously monitored by government agencies.

That began to change about 20 years ago 
as both the Internal Revenue Service and 
the Department of Health and Human 
Services issued rulings and opinions 
defining the circumstances under which 
hospitals could offer physicians recruiting 
incentives, the types of incentives that could 
be offered, and the types of physicians to 
whom incentives could be offered.

Additional Incremental Expenses
Subsequently, the so-called “Stark Laws” 

governing physician self-referrals also 
imposed physician recruiting guidelines. In 
2004, regulations implementing the Stark 
Law compelled hospitals to revise a physician 
recruiting practice that had been standard 
procedure for a number of years. The 
regulation in question stipulated that a 
hospital funding recruitment for an existing 
medical group could only pay for “additional 
incremental expenses” that accrue to the 
group because of the new physician. It could 
not pay for a prorated share of the group’s 
fixed overhead expenses such as office rent, 
equipment, or personnel, unless such 
expenses were a direct result of the new 
physician joining the group. This rule was 
intended to eliminate any financial benefit 
that physicians who are already established in 
the group might gain when a hospital assists 
the group to recruit physicians.

The Problem of Physician Attrition
Unfortunately, this rule created problems 

for many hospitals and medical practices. A 
challenge arises when an existing medical 
group loses a physician to retirement, death, 
or relocation. Prior to the 2004 Stark 
regulation, a hospital could assist an estab-
lished medical group in finding a new 
physician by providing a salary or income 
guarantee to the incoming physician and 
allocating to the new physician a pro rata 
share of existing office space, equipment, 
personnel, and other expenses associated with 
the new physician’s practice for one year. 

When that arrangement was prohibited, an 
established group that lost a physician would 
have to absorb that physician’s share of the 
overhead and could get no relief from its 
affiliated hospital. This may not be a serious 
financial consideration in a large group 
practice, but it is in a smaller one, where 
physicians can see overhead increase by 50 
percent upon departure of a colleague from 
the practice. Without assistance from the 
hospital, these groups may not be able to 
support higher overhead costs created by the 
sudden absence of a physician. Therefore, the 
existence of the entire group is threatened.

In addition, the hospital, hampered by this 
regulation, could be obliged to recruit into a 
solo setting where it would be able to front 
the new physician’s overhead expenses. 
However, very few physicians are attracted 
to solo settings in rural areas. Long-term, 
the Stark “incremental expenses” regulation 
had the potential to undermine recruiting 
efforts in rural areas.

New Regulations Bring Relief
In September 2007, Centers for Medicare 

& Medicaid Services (CMS) released final 
regulations implementing Phase III of the 
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2007 2005 2004 2003
Location of opportunities 67% 60% 63% 71%

Customer service 51% 57% 45% n/a

Pay rate 50% 47% 49% 61%

Reputation/name recognition 34% 42% 28% 31%

Number of opportunities 34% 39% 28% 49%

Malpractice insurance 26% 32% 21% 24%

Advertising/marketing n/a n/a 4% 5%

Other 12% 11% 15% 3%

2007 2005 2004
Location 86% 83% 84%

Pay 58% 55% 55%

Length of opportunity 57% 61% 45%

Type/size of facility 28% 32% 28%

Quality of equipment 23% 10% n/a

Patient load 22% 35% 15%

Other n/a n/a 10%

11% Nationwide

Home region only

Specific region only

Home state only

19%

44%26%

2007
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———  PROMOTIONAL NOTES/NEWS ————

Reach Final-Year Residents and Fellows in ALL Specialties*  
with the October and November Resident Reach NEJM Issues!

Run a paid advertisement in both the October and November Resident Reach issues of the 
New England Journal of Medicine, and in addition to the 200,000 physicians that read NEJM 
regularly, you’ll reach 30,000 final-year residents and fellows in ALL specialties with each issue 
for FREE! 

Your ad will be reprinted in a special booklet and mailed to these job-seeking physicians, giving 
you the best access to the candidates. You can also connect to thousands of top physicians online 
because your ad can also be posted to NEJM CareerCenter (nejmjobs.org).**

Issue	 Closing Date Specialties

October 9

November 13 

September 19

October 24

ALL Specialties — Over 100!*

ALL Specialties — Over 100!*

Contact us at (800) 635-6991 or nejmads@nejm.org to reserve your ad space for these issues  
and for complete promotional details. 

*The recruitment section of each NEJM Resident Reach issue is reprinted and mailed to approximately  

30,000 final-year residents and fellows in all specialties whose address records appear on the AMA database. 

Counts are estimates and are subject to change based on data collected by the AMA.

**Processing fees apply to post your ad to the searchable part of the website.

upcoming 
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National Rural 
Recruitment and  

Retention Network 
October 14–16, 2008

Omaha, NE
www.3rnet.org

Northeast Physician 
Recruiters Association 

October 22–24, 2008
Long Branch, NJ

cbourbea@stfranciscare.org
lhogan@meridianhealth.com

Interscience Conference on 
Antimicrobial Agents and 

Chemotherapy*
October 25–27, 2008

Washington, DC
www.icaac.org

Midwest Recruiters 
Meeting

November 6–7, 2008
Chicago, IL

www.isprnet.org

American Society  
of Nephrology*

November 6–8, 2008
San Francisco, CA

www.asn-online.org

Pri-Med East*
November 7–9, 2008

Boston, MA 
www.pri-med.com

Scale Necessary for Return
If on-site clinics are beloved by boss and worker alike, why aren’t all companies building them?  

For starters, there has to be scale. Clinic managers say there should be at least 1,000 employees  
in a single location to make the economics work, and the majority of workers must sign up. 
“Employers looking for a one-year return are barking up the wrong tree,” says Stuart Clark, 
executive vice-president of operations for Comprehensive Health Services, one of Walgreen’s largest 
competitors, with more than $100 million a year in revenue. “This is a two- to three-year return.”

The company-clinic movement faces an important test in November. Walt Disney Parks & 
Resorts plans to open a $6 million facility at Disney World in Orlando, which will serve more than 
40,000 employees and their dependents. Tracy Swanson, vice-president of workforce planning, 
benefits, and compensation for Disney’s (DIS) parks, says the program is partly a response to the 
state’s shortage of physicians, which she attributes to Florida’s high malpractice costs. Says 
Swanson: “We can’t afford to wait for the government to solve this.”

Source: Reprinted with permission from BusinessWeek, July 31, 2008.
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