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Valuation of Ambulatory Surgery Centers (ASCs): Technology

As noted in the first installment of this five-part series, an
ambulatory surgery center (ASC) is a distinct entity that
primarily provides outpatient surgical procedures to
patients who do not require an overnight stay after the
procedure.!  ASCs typically provide relatively
uncomplicated surgical procedures in a non-hospital,
outpatient setting, and most ASC cases are non-
emergency, noninfected, and elective.? The last
installment of this five-part series on the valuation of
ASCs will review some of the technology advancements
that are driving ASC industry growth and evolution.

The term technology can be all-encompassing in
healthcare, ranging from tangible tools, to
pharmaceuticals, to software. The modern ASC industry
exists mainly due to advances in anesthesia and new
surgical techniques and technology.® Simultaneously, the
increased demand for outpatient services in general has
been driven by technological advances. The technology
advancements allow for more procedures to take place in
an outpatient setting. Technological breakthroughs have
resulted in fewer and smaller surgical wounds that
require less recovery time.* Improvements to anesthesia
have shortened recovery time and minimized post-
operative side effects.> Advancements in scope
technology (wherein scopes are connected to a fiber optic
cable for lighting and can magnify images) have led to
quicker and more minimally invasive surgeries.® One
such form of minimally invasive surgery is robotic
surgery, a term to denote procedures performed utilizing
small robotic arms equipped with surgical instruments
that the physician controls via computer,” and allows for
far fewer incisions.®

One type of technology used by ASCs, due to federal
regulatory requirements, is electronic health records
(EHR),® which have the potential to improve efficiencies
and quality of patient care.'? Effective use of EHRs may
save providers and patients money and time due to
increased efficiencies.!* Many ASCs are also starting to
utilize data management systems to keep track of
supplies, starting case times, personnel schedules, and
financial performance.'? EHR and management software
show great potential for improving the interpretation of
quality and outcomes data, as well as for meeting
performance metrics. Significantly, the data produced
utilizing EHR and management software can help ASCs
identify profitable revenue streams.
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Advances in clinical artificial intelligence (Al) solutions
also have the potential to optimize workflow,
productivity, and patient flow.*® Current applications of
Al in clinical settings help clinicians with daily tasks
rather than replacing the need for clinicians.** The U.S.
Food and Drug Administration (FDA) has approved 28
algorithms for use in diagnostic radiology.'® The health
research unit of Alphabet Inc. (d/b/a Google) has
developed an Al clinical solution that can match or
outperform radiologists in detecting breast cancer.®
Google’s technology is able to identify cancers that were
missed by humans and decrease the false-positive cancer
identification rate.” Importantly, Google contends that
the technology could reduce the workload of
mammogram readers by 88%.'® Alphabet’s other
venture, DeepMind Health, has shown the capability to
predict individuals at high risk of developing acute
kidney injury, with accuracy levels up to 90%.%° The
algorithmic model utilized medical records from the U.S.
Department of Veterans Affairs to predict which patients
are at the highest likelihood of developing a sudden
deterioration in kidney function.?’ Al is poised to reduce
workloads and solve some of the largest problems in
healthcare.? However, Al’s abilities in clinical settings
are currently limited to the size of the datasets available
to the computer programs. As the datasets available to Al
programs expand, so will the capabilities of Al in clinical
settings. The implementation of Al technology in
healthcare will undoubtedly be felt in the ASC industry,
with unnecessary procedures potentially being reduced as
better diagnostic imaging technology developed with Al
reduces the likelihood that patients will be referred for
unnecessary surgeries.??

Advancements in pharmaceuticals may also mitigate the
need for surgeries. For example, a recent study has shown
that heart procedures, such as bypass surgery and stents,
are not more effective than drug treatment and lifestyle
changes at preventing future heart attacks.?® The standard
treatment for many individuals with heart disease is the
use of stents; however, this recent study indicates
surgical procedures to be unnecessary in non-emergency
cases.?* The study, which to date was the largest in size
comparing the various treatment approaches, may
gradually change the standard of care for the treatment of
heart disease.?® Reductions in referrals for heart surgery
would likely impact a significant revenue stream for
ASCs.
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Inevitably, technology changes how healthcare is
delivered and managed. The natural progression of
healthcare technology will continue to shape the greater
healthcare industry. The continuing trends in robotics,
Al, and pharmaceuticals will impact the ASC industry. In
turn, the ASC industry will need to adapt to technological
advancements and implement innovative technology to
remain competitively viable in the future. ASCs will

1 “Chapter 5: Ambulatory Surgical Center Services” in “Report to
Congress: Medicare Payment Policy” Medicare Payment
Advisory Commission, March 2019, p. 127-129.

2 “Ambulatory surgical centers: Development and management”
By Thomas R. O'Donovan, Aspen Systems Corp, 1976, p. xiv.

3 “IBISWorld Industry Report 0D5971 Ambulatory Surgery

Centers in the US” By Dmitry Diment, IBISWorld, August

2019, p. 28.

Ibid.

Ibid.

Ibid.

“Robotic Surgery” Mayo Clinic, 2019,

https://www.mayoclinic.org/tests-procedures/robotic-

surgery/about/pac-20394974 (Accessed 1/2/20).

8  Diment, August 2019.

9 Ibid.

10  Ibid.

11 “Studies Show Electronic Medical Records Make Financial
Sense” By Stacy Lawrence, CIO Insight, September 14, 2005,
https://www.cioinsight.com/c/a/Health-Care/Studies-Show-
Electronic-Medical-Records-Make-Financial-Sense (Accessed
1/6/20).

12 Diment, IBISWorld, August 2019.

13  “The State of Radiology Al in 2019” By Whitney J. Palmer,
Diagnostic Imaging, October 1, 2019,
https://www.diagnosticimaging.com/di-executive/state-
radiology-ai-2019 (Accessed 1/2/20).

14 Ibid.

15  Ibid.

~N o o

"'

likely be augmenting or enhancing the healthcare
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enterprises, assets, and services. She has presented before associations such as the
American Bar Association and NACVA.

3

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HCC,
where he focuses on the areas of valuation and financial analysis of
healthcare enterprises, assets and services. Mr. Chwarzinski holds a
Master’s Degree in Economics from the University of Missouri — St. Loulis,
as well as, a Master’s of Science in Finance Degree from the John M. Olin
School of Business at Washington University in St. Louis. He has presented
before associations such as the National Association of Certified Valuators and Analysts;
the Virginia Medical Group Management Association; and, the Missouri Society of CPAs.
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