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Siephen Hochechuler, M. co-founder of Texas Back lnstitute and former president of the Spine
Arthroplasty Society, discusses the bigzest concenis of physicians in e wake of healthcare: relommn.

L. Lowering the high cost of implants and devices. Over the past decadp, the physician's income has
decreased by 30 percent while medical device companies have expenenced a 154 percent moreass im
revenoe, aoconding o Dr. Hochschaler. “The device representatives are making mose money Lhan
et o the physicians they are serving,” he says. “Berween 8 percent and 32 percemt of the cost of
these expensive implants go o the salesman o the distribator.”

To combat these costs, he suggests purchasing just-in-time inventory over the Intemet. Companies
can also use online communication iechnotogy, such as Skvpe, 1o consull with surgeons about
problems in the OR, thus eliminating the need for 3 epresentative presence in the room during
surgery. “Une of the cuts in the cost of healthcare will be getting a new, modern distribution in
healtheane,” savs Dr. Hochschuler. "I the surpeon has a problem in the OR. there's Skype or other
free commanication lools that will belp surgeons solve the problem right these.”

L Disarray of the FDA, The Food and Diug Administration has boen unpredictable in the recent past
as tiv which medical devices will or won't be approved, and this is adding extra stress to orthopedic
and spaine device companies' research and development. New regulations focus alfention on w hether
additional iechnology will improve the standard of care. and unless the technology can produce better
results than what is already avilable on the market, it runs the nsk of being denied. Companies ane
aleo forced to conduct their own trials Tor each device seeking approval mssead of citing previows
siudies of similar devices, which was common praciice in the past.

All of these new regulations are making i difficult for onbopedic and spine device companices and
plry=sician entreprensurs o advance medical echnobogy, which now includes mbotic and biclogic
solutions. “President (bama says one of the best things we have 1s BioScience m the market, bat on
the other hand developient is bedng cripphed because the rukes and repulations i the FDA aren't
straightened out,” says Dr. Hochschuler, “The biokogic sciences have really boen stymed.”

Mew development docsn't alwiys come oul of large companies, siay's D, Hochschulber, hui ofien
begins with small operations willing to take on the risk of something new, [f the risk pans out and the
technodogy is proven sucoesslul, the barpe companies will form ownership or distribution agreements
fior the intellectual property. The uncenainty summounding the FIDA approval process will most likely
make this practice mone commen in the fure, "By 2012, depending on the tax code people with
ey Wil put it in seed deals” he says, “The large companies don't want your technobegy unkss you
have FIMA approval, as well as CMS coverage,”

A Managing healtheare entithement programs. A large poriion of the healihcare spending in this
country goes owand entitlement programs such as Medicare and Medicaid 1o szrve the elderdy and
unmsared popalations. CMS has been unpredictable aboum which procedures will receive a CPT oo
for reimbursement. and ihose thai do receive codes are ex periencing a decline in reimbuarsement
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