Gateway EDI taps growing electronic medical billing market

St. Louis Business Journal - by Lisa R. Brown 

The national push for electronic medical claims processing is driving growth at Gateway EDI, which is expanding its office space and hiring 60 employees.

Led by CEO Tim Fogerty, Gateway EDI’s 250 employees electronically process claims for mostly small physician practices. Revenue has grown at an average rate of 35 percent annually to $38 million last year.

The electronic health record services industry is booming, thanks in part to the federal stimulus program, which designated $19 billion for health-care IT spending this year. That has prompted physicians and community health clinics across the country to forgo paper and adopt electronic processing.

Meanwhile, most health-care reform proposals call for an electronic claims processing mandate to help curb costs.

Founded in 1983, Gateway EDI already was on a growth track. In 2005, the privately held company had 5,000 medical office clients nationwide. Today, its client roster has grown to 14,000 offices with more than 65,000 physicians.

The company moved its headquarters from Crestwood to downtown St. Louis in 2005. Last month, it signed an expansion to its lease at the One Financial Plaza at 501 N. Broadway, adding 22,724 square feet to its 46,000-square-foot office.

Hany Abounader, vice president of commercial brokerage at 
Balke Brown Associates
, represented Gateway EDI in the lease. Tony Kennedy of EVS Realty Advisors represented One Financial Plaza’s owner, Miami-based 
Parmenter
 Realty.

Gateway EDI is growing by increasing market share in a fragmented industry, according to President Charlotte Martin. The softened economy has increased demand for billing services.

“Getting paid is a complicated process,” Martin said, “and we help medical providers get paid.”

In 2007, Gateway EDI acquired privately held Professional Management Group of Virginia Inc. for an undisclosed amount. That acquisition increased Gateway EDI’s client roster by 5,000 health-care providers throughout the Mid-Atlantic.

Gateway EDI’s biggest competitor is Emdeon, based in Nashville, which provides patient eligibility and benefit verification and patient billing services for 340,000 health-care providers nationwide. In 2008, Emdeon processed 4 billion transactions, accounting for nearly half of all commercial electronic health-care claims in the United States, and it had $853.6 million in revenue. In August, Emdeon raised more than $365 million in its initial public offering, the third largest IPO in 2009.

Competitors of similar size to Gateway EDI are Navicure, based in Duluth, Ga., and Louisville, Ky.-based ZirMed.

Martin said Gateway EDI opened a satellite office in Atlanta a year ago and one in Seattle this year, each have five employees.

Gateway EDI Director of Marketing Michelle Llewellyn said most of the company’s 60 new hires will be entry-level and mid-level IT and customer service positions, as well as some new salespeople.

Kirkwood-based 
KIG Healthcare Solutions Inc
., which also provides electronic health record services, is adding jobs and expanding its office space. Construction is under way now on KIG’s new headquarters building at 135 West Adams St. in Kirkwood.

KIG has grown its revenue from $2.2 million in 2008 to $3.1 million so far in 2009, boosting its employee roster from 10 last year to 17 currently, according to KIG CEO and co-owner Scott Anderson. He projects 2009 revenue will be between $3.5 million and $4 million.

“The discussion has moved to ‘when’, not ‘if,’” Anderson said of doctors’ adoption of electronic processing versus paper billing. Anderson said the industry nationwide currently only covers 20 percent of doctors and he estimates that will grow to 80 percent in the next three to four years.

“More and more, the government and private insurance companies are going to demand the kind of data that only can be given in an electronic format.”

