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‘ S EXECUT,I‘?;['S:UMMAR" T S

s . . R ) - .
. This report. of the sgcond year ofy the AAMC's two-~ *
year Study of Medical Practice Plans is ar in-depth de-
~ scriptive analysis ¢f the evaluation and operation of .
seven diverse faculty practice plans. , The first year of e
he study resulted in a qationay overview of the struc-~ ‘e
/fturéﬂ.and management  characteristics of 67 institutional |
plans, it presented a .review of trends as to the way .
plans have functioned over theibast two decadeg’, and it

L

advanced a scheme for classifying plans.l

N L4 / . , . '
Purpose ™ . . e —v

* .+ The ‘major purpbse of this. report is-to reveal .- .
through case“study examination how seven carefully selected

plans evolved &4nd how they work. The satisfactions and
dissatisfactions of-medical school faculty and admipis-, G
trators hafe been determined by on-site interviéw and °
documented 'in the case .studies. It is thus anticipated
. that those institutipns about to design a plan for the .
first timep or those ‘considering modifications iin a pre-

Y 3 3 I - .

sent plan, can learn from the experiences of othrs.

+  The méthod used to gather information for this re-
port was on-site/interview witH a wide variety of medical"
school/center administrative staff zgd clinical faculty.
This followed a process of site sel&ction so that, u8ing
the typolody developed by the AAMC in the first year of
this study, representative types of plans were Aincluded,
and medical,school diversity was achieved. Case studies
werg then drafted, thoroughly reviewed and approved by
the appropriate school official. Other AAMC data was in-
tluded in the written studies to enhance insight into the
way the plan-evolved and flnctions. ’ - 4
. . . R + ‘ A - -

Y

"l
. ' . . - .
Findings and Conclugions ) ‘.:) ’ o

N ) Y
. . . .

1. Medical Practice plans have become an essential’
‘. - . -element-in the structure of medical- schools.

. - This is q«consequenczuof the schools' desire to
compete in the mdrketplace for

\-

quality, satisfied
R » F
* . ~

-

M?thodology t . : . . “F;
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. faculty, ‘to achieve program control and balance, ’ ‘C
R ' and’ to counteract the reductlon of othef'51gn1f1"
. . cant 1ncome sources. ' .

\(

. 2. Although the}prlmary use for income from practlce .
-~ . plans has continueq to bBé the support of clinical-
. - . faculty salaries,- an 1ncreas1ngly significant: = . p
purpose is broadened financial coveiage for pro-
- ; -gramns throughout the ‘medical school

, 3. The 1mportance of an organlzed written- medical = e
‘ . practice plan-univérsally applied te gll prac- ,
’ ticing full-time clinical faculty in 4 medical, . oS
' * ‘ school is becdming*increasingly recqgnized na- .
) S tionwide as one way to contribute to a harmonious
' school environment. To have an unwriiten plan-
irregularly applied is felt to invite morale and -
. - miscommunication problems. .

- -

4. Careful attentidn ,to %he way a plan is written,
reviewed ‘and updated is crucdial to a smoothly + - - - L
. functioning plan., Howevery even though a well- *
e drawn plan ex1sts, if(the plah is poorly managed
\ LN ~ and if the#e is inadequate communication- between
N ) administrators and faculty as. the plan operates, ' !
- explosive situations can occyr. . R L T e
<t 5. Many of the 1nterv1ewed faculty felt. thek& was' a
AL preoccupation with fiscal idsues, e.g billihg
and collecting procedurés, at their institution.
. This was viewed as detractlng from more worthy
L2 . _ﬁpb;ectlves such as. using the plan and its pracr
. tice env1ronment as a model for health care de--
livery. ,

? .

¢ “
: 6. In a number of 1nstances faculty practltloners

) are prov1ded services such as malpractlce in-
surance, space ,and staff without paylng heir
full cost '‘either directly from their ‘collections

. or indirectly through®* an overhead assessment.

- ' Frequently these practice costs are absowbed by

) ° . the medical school, or the teaching- hospital.

. 4 ¢+ . 7. Inadequaté JSr widely dispersed physical facili-

¥ .o ties fgr ambulatory-care are felt to be major )
problems ag some schools, and as a result-coff& .
tribute to lax administratior and Jeakened con- )
trol over the faculty in their patient care
activities. MWell-planned practlce areas that are

v

b



)

, - \". . )
éeareq to an"efficient operation can Attract pa-
tients, make practice more attractive tq the fa-
culty member and make him more productive durlng
the time he allocates to practlce.

8. Greater fLex1b111ty in the use of actlce funds: .
- has become essential in meeting the program com-
mitments of allschools. This is especially LY
true with publlc schools where state regulatlons .
R .governlng hlrlng, purchasing and spendlng haye
become too restrictive and inflexible. °.- .

- 9. Although relatlonshlps between. ,full- t1melc11n1cal
faculty and non-faculty communlty physicians can
., and do become strained for varying reasons, a .
practlce\plan can provide a useful mechanism for -
achieving a referral policydlore favorable to the
school. A well-developéd plan can attract® fac-
* .ulty with excellént clinical - reputatlonsh an.1n—

ducement to more referral patients. -
) . » » ’
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.'fﬁﬂﬁagﬁsgaﬁégfén.gf“nmerlcan Medical Colleges has .-

. completed it% ‘two-year stuydy of madical practice plans .

at U.S. medical schools.® This review has reinforced the
' contention that no subject concerning medigcal, school man-
agement’ has led to more agony and'heatedfdebate.among'the
schodls' administratgrs -ahd fadulty than that concerning
the form ard operation of service plans.. The issue -
“thorny to say the leagt at many scMhools.~ has céntributed
to departure of deans and ptesidents, has brought about
' - serious - impasseg between clinical faculty and medical
-~ school mdnagers, and it has triggered: great concern over
s which institutional-mission should predominate - ‘educa-.
-tion or service. Because of the controvergy surrounding
~.p;actice‘plaﬁs,ﬂ§?th much Of the focus on- "pockethook"
. "i§sues, the topf® W cemtinued on the agenda of innum-
erable meetirngs and workshops and has festered a consid-
~ , erable nuhber of consultasdons. L T N
) \

* ¢ 3

7 . . .

"It is evident, as-one survays .the natjonal scene, that
forces often outside the medical' schoql, sometimes bur-
‘eaucratic .in pature, but more frequently economic, have
led 'to’ the development and refinement of mokxe and more -
medical ‘practice plans. A practice plah is definad as
a set of formal| poticies and procedures - ‘usually written
4s a single document - governing the manner ih which .- .
fgg:lty physiciaqs;provide patient- services, secure re- -

T

- imhursement' and utilize the resulting income.’

' In 1576 with syppoxt from the Bureau of Health Man-
power, the AAMC begdn its .comprehensive study of medical -
practice plans exta at nearly seventy U.S. medical
schools. The first year of the study.resulted in an
analysis of the characteristics of .all plans available ~~

< to “the Association, a review of trends, the development
of a scheme ‘for 8lassifying practi¢e $lans, and an anno-
tated bibliography on the subject. The results of this .
effort have been publighed by the AAMC as Medical.¥rac- -'. .

e tice Plans at UsS. Medical Schools, A Review of Curxent.

' “Characteristics and Trends {(Volumes I and II), March .

v, 1977. -The second year of the study hdas beénressentiallys .
an in-depth’examination of seven diverse plans.” In con- .

trast to-'the "anatomical" or ‘structural focus of year

. - oOne, the second Year concentrated on déﬁeiopiﬁé a better

- appreciation in a "physdological" sense of how the plaﬁ'

/ evolv®8 &nd how- it functions. JIt will ‘be helpful, if-

’ not necessary, for the reader of this report to have
read the prewious one. ¢ - DA .

.

.
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Sgoﬁe and,Objectives-

There are presently'li?‘gstab}isheq.M.D._degree; _
" . ‘granting- fully accredited medical schools in ‘the Unitéd
States. During the first year of this two-ygar study,
medical practice plans at 67 imstitutPons were reviewed.
Although the AAMC welcomed full participation by all of
the .schools, a number of planggﬁere unavailable as they
were,either-in the¢ midst of major yevisien, still in a
- developmental‘stadé, or in «he cds ast d.dozen
-schools, did poE<h§ve any acknpwle . Coor
The general objective of the first phase of the two-

" year study was to identify and describe the-primary- fea-
tures of plans found-to be operational nationwide. In -

- the first-yéar's report. eited previously, structure and
governance, mechanics of administration, compensatjon.
patterns,sand income flow and dispersql are described.
Additionéfi , the objectives in year one included:. (1) a '
review of nétional trends rconcerning prattice. plans;

(2) 'the #iggveldpment of a ratidnale for classifying plans
and grduping them accordingly. . .
\ g’ , .

v

‘The major purpose ofthe second year of the project -
*wads to reveal .through case study how ‘a sample of plans
evo#ed and how-théy work. Satisfactions and dissatis~
factions have beén uncovered through on-site intérviews
with a‘wide variety .of ‘medical. school faculty and admin- -
istrators.. 'It is antfcipated.that s®hdols about to
‘estahlish a practiézﬁgian for theg first time, or those
considering revisidhs, ca profi&kfrom'fhis régort which
“descrifes the experience? of “oth#k schools. .

The ‘report for Phage.I discussed ‘the general his-
torical'dgvelopmen; which has contributed in.this coun-
-try to the generation of practice plans. Recent con-

‘ L gibutor'y‘events were also presented, as 'was, @ Summary-
X

other work in  the field. The reports of both years
of the study,. it is hoped, will add to the rather sparse
. literature in the field. S
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. " . METHODOLOGY | ,

- ‘ L . * (‘ \

, This .section will describe the methodology .for the.:
in-depth, on-sité examinatiop of practice plans’and the

views of school participafnts at a sglected group of medd- (Y

. cal schools. o

Site Selection N . R : " )
- . . Vi
> Thé research design for this phase of the study in-

dicated that the sample of schools would represent a pro- '
per balance of public and private institutions and a fair
distribution of practice pPlan types. The tentative site
selection was influenced by plan type and by institution-
al factors. The typology developed in year one of the
study was used as a guide. According to the typology
under which:67 plans were classified in the first year ) e
study, nearly half were Type A .("centralized"), over
one-third were Type B ("intermediate") and the balance,
Type C ("decentmaligsdﬁ). Sttuctural characteristics of
medical pragtice plans, as presented in the typ?iigy,
were're-exaﬁined alqng with other plan fegtures{ e.gq.
recent revisions in plan structure and/or' operation, in-
comeg distribution. schemes, and techniques used in plan
implementation, in order to further discriminate mong
the variety of plans which might be included as case
studies Further, varying mechanisms such as financial
special billing systems and employment agree-
sed to implement the practice plan quiddlines, °*
were broadly represented among the case,study ihstitur
initially proposed. S . ' y

-

With respect ‘to institutional” factors used in the -~
selection process, ownership was a prime consideration.
Two~thirds of the 67 schools included in year one of the
study are public; the balance private. Other ins¥itu-
tional characteristics were considered such as age, lo-
cation, relatiohship with parxent ivers#y, student en- - -
rollment, size of clinical faculty', and nature of clin- -

ical facilities. . ‘

v . A tentative list of study sites was selected. An ¥
alternate list was also compiled in the event an invita- o
tion to participate in the study was rejected By a par-

‘ticular set of schools. Letters were.sent to the medical

\

school dean or other apprqpriate official inviting par-

il




ticipation (see Appendix A). ¥All,schools initially iny
_vited agreed 'to, participate. - . Co

' The diversity resultihg from the selection process
is seen in Table 1. One additional explanation is in
A .order, however, as initially six plans wete selected for
study. .As the site visits which are discussed below took
- place it became evident that most, if.not all six of the
plans, were having significant problems and fac¢ing' the
prospect, of major revision.. It was felt that at least:
" one plan should ke .a stable one and represent an insti-
’ .tution with.a high degree of faculty apd administrator -
satisfacgion. Thus, the seventh study (Case Study #6)
‘was added. ‘

—

‘y‘r . 4

Logistics of Site Visits i ' . €

L Y
Site visits of a d;;.and’a half to two days at the
~ Case study schools,were felt to be maximally productive
if the composition of the visit team and the imterviewees
at the site"were 'well chosen.” A three-member visit team
h . was jlidged.to be the right size,. and in general comprised
one AAMC staff member and two tmemberd from thé Study Ad-
J . . Visory Cbmmitteg. A conscious effoxt was made to have an
acaderiician as one of the visiters in order to maximize
peer gpmmunication a the school. 'The Association staff
member served as the team's secretary and had the ulti-
mate responsibility for drafting’ the resulting case
study. | S -
4

]

Interviews . C

.-The selection of the visited institution's faculty
and staff to be interviewed was left to the judgment of .
the gchool's initial contact, usually the dean. However,
hé was urged to .select a variety of individuals repre-

- . senting not only different functions relevant to the
plan, e.g. plangnanager, hospital adrinistrator, prac-
ticing physiciany® but also varying faculty ranks, disci-
plines; and attitudes. The team felt it important that a
Tange of opinions be represented -- dissident and, vocal

- . - as well as complacent.. Most of the interviews were
- scheduled for a single individual® for an hour, usually
_starting with an’ infqrmal breakfast meeting with the dead
(see Appendix B- -'Suggested Interview Schedule). Breaks
. in the interview schedule allowed time for the team to
collect their thoughts and to summarize on tape the re-

.

’




S ' . o~
sults of the“ingérvieq{sy{n

A

. o ; . Co
_-A‘s}n&le assigned room was ugéd for all the inter-
views for time efficiency. This Was usually a loca icp
~gonVénient,tp’the‘majority of/ th¢/ respondents.
¢ e T -, / »
. The site visit tean conpce rated itg'questio'i g
on three br¢ad-vareas: (1) hisfory and.evolution.of| the
‘ practice plan; (2) the operating méghanisms, to t
tent: t were umnclear in the//written plan (circulated
- . ,.1in edvarge to the team membeys); and: (3) the resgondent's
‘ " " perceptions of the plan's oljectivesyand his/her assess-
5 . ment as to,whethet those goals Wére beéing attained. Al-
' though it was planned to keep the intervieys relatively
‘unstructured,‘én interview/ guide was .developed (Appen-
dix C) with sample questigns posed "under major tate-
gories. These questions were neither all-inclusive nor
were they askegd of-all intervievees. . By ,and large they
—_— were inteénded- to. be openZended and followed up'with team
" probes to stimulate elaboratiod as-necessary. It was
recognizsd early on, that one, important element of the
case, study 'reports would be the contrasts in perspective
likely to emerge through the nterview process. From

/////this standpoint and that of d&ﬂ&eying a very frank, open

-~

Y

exchange with nearly every reéspondent, the interviews at
each of theé seven sites were considered by staff and
cbnsu‘}tant.g # be most successful.-. ‘ :
Written Case Study / RO .

/h\ r

-Foilbwing each institwmtional vis%ﬁ({it was the taék
of the'-team secretary -{AAMC st ff) tq prepare the initial
draft of that case study. It/Wgs‘pIaand that it should,

“\ include the_followigg: (1Y \ary page; (2) section in- §
ftutional/characteristics relevant to: ¢ -

dicating- those, inst n
the plan; *(3), general plan ?escription and history; , &
(4) report of the visit and
interviewees; (5) team observdtions} (6) .conclusons. |
The draft was circulated for comment to other AAMC 'staff .
. 'and 'the other team memberg. A revised version Was .then -
‘ sent to t:E/SChOOI for ppproval (Appendix D). To) the

. extent thef/déan or designee suggested changes, .these ‘were
made and fy{nal gpp.rovalo then sought. With the exception
of one school whic¢h did/recommend substantive Qﬁgﬁges, ’
the other institutions'/either a cepted the report with-
,out modification or re¢ommended’minor changes in 4one.
The studies.have also had editorial input from the gtudy
Advisory Committee ai/q whole. The Committee felt tha

.+’ vit was no}ahecessary/tp.hgld to absolute consisterncy off .

] /. ¢ ’

- . , -

~

. N [
/- :
L] - ! >
.t -

. s . - .

findings as expressed ,by the ﬂ\

»
.

.

Y
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format. .Rather the extent and nature of the plan 1$sues

and the avallabllﬁéy of 1nformat10n about the plan should
determine-their tratment .in the wrltten study. .

AN
-
1 . - -

Use of bther Data . . .‘

In .preparing for each institutional site visit and .
as the case studies ‘were drafted, the study's staff-drew
upon other AAMC dataorelatlng to that school-and its
practice plan. Such data already in Assocation files ,
included accreditation reports, .statistics from the In-~'
stitutional Profile System,’ the written plan itself, and
relevant correspondence. These.materials provided great-

. er insight into the way the plan evolved and functlons._

. ) )
= - » o _,.Q{o. ’% 1 . b
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S .. ' RESULTS AND DISCUSSION :
/ - : LTS AN cus : -

An Overview of Seven Medical Practice Plans
R s ‘ .

/ * . -
Basic Medical School Characteristics

/4 /.* - -

g¥roup of medical practicde plans §or in-depth analye&ls was:

.diversity, one” consequence was a varied sample of medical
schools. ‘From the accampanying Table 1, bne_'~e§ that of
thé seven represented, thetre aré two privagd and five

“or quite autonomous from a parent uniyér it%ﬁ..The yé&ar.
:» the school was organized ranged frop/ hejéa y 1800's. to
- - the 1960's. Pour are located in LMe Northeast/Mid-Atlan-
. ." +« tic’ aréa, and one each’ in the Sguth, Midwest and W
, "~ All of the schools are situated in .urban centens gl
‘ever, population size varies, considerably. from s]
more than 600,000 to about’ 9,600,000 Thred sites are
Qspula%sd by under 1,000,0600:. . . . - TS

. . ~ ., Relevant statistics for the seven institutions
" @ * = showed the following ranges: .approximate~ number of un-

. " 180, £Q-540; full-time clinical faculty - 8 to 440.

: ', Volunteer faculty at the seven schqols' are reported to
number between 340 and 1,460.° By 1975-76 regular oper-
ating- income to the schools, that is revenue which dis- -*

" counts that assdciated with sdch sponsored programs as
research grants, ranged from $12.4 million to $20.6 mil-.

- ‘ lion. Practice. plan revenue was reported as ranging

' ) from-ahout $.6 million at %ne :school to $9.7 at another.
The resulting relationship of plan income to regular

: operatfﬁg.revenue was as.low as five percent and as high

¥ . '._  as_gixty-one percent.’ ' . ot .

. - L
As to-clinical facilities,.at six of the schools, the
.., major teaching hoééﬁtalland the medical schoals are under
* common ownership. <The sav%qth, the teaching hospital is
. seg;rately incorporated but affiliated. The total beds.
avdilable among the major teaching hospitals are about
.'°3,70Q and range from 179 to 973 per hospital. Totad
clinical'affiliations for the seven institutions number
- ~about, 60. . ¢ “~ .
ot ) o :‘. ¢ ' . :
The” multi-page table which follews 4s formatted as

2 ‘ a profile of the seven‘'case stud;zs. Basic mediéal

. school and plan charac;eri§tics e included.

s e e L o ‘

. v . . .
Although the' principdl objective in selecting a ~

public schools, three of which are eithgm”free-standiné r :

dergraduate medieal students - 260 to 680; house 'staff - —




. Table 1 .

Profile Af ﬁedigal School Practice Plans Selected; for Case Studies

e
- 4 '
3,

-

Study Study
o #2 ot

T

Study
#3

Study T Study
“#4 #5

Study

006

Study
#7

-

— -
BASIC WMEDICAL SCHOOL CHARACTERISTIES

Yeay Organized* . ’ 1900 1800
I

v

Ownership Status . ) Private Public .
« v .

" Regiof . Northeast Northeast

: ) { .
* Number Uﬂdergraduues Meqical S:uden:‘* P ‘ 420 ¢ "680A
[ . '
Nﬁnber House Staff?l : o © 540

Numbver BT cunf?al I’*cul!’y* .

. Numbgr Vol teer Fagulzy’b
. by PP
"11., BASIC &g\ CTERISTIGS “

L)
ypoloﬁ al Designation L
). .
Organiza(fion .

P

Legal §tru‘cmre

. PLan 1ncorpotated with!n medical bchool
P I
- .Plan ’s;parately 1ncorporated from medical 'p:ol
.. Dnﬁrtmental opt.iohs r.g aglecc legal franework
AN but plans cellectively: urfer o 1callachgo.1
. 'Implementaticn “date < gmicidl »1an PARPR ® 1967 s
. .

x Datg"of lates't qur revisfon | ' 197SJ .
o . 9 !

Dtsveion of plab. evolhtwn (puge refe‘ﬁce) * :P. 39

°

-

*

r

Adminissfa;ive Qgtuctuxe and Heﬂ_n.gshig
1. Nuturb .of plaggteerihg quy , . " not oper- advisory
/‘ ' ,f A ) “ ational ’

%. All ‘elinicil departménte" rgpresqqted dn
-, gow’el’ning body

- £

f

1880

i
Private
South

340

360
o

1968

%75
P 64

. ndviuény‘

1960
Publ'ic
Midwest

.

260

180
80

340

advisory

-

71840

Pdblic
Nortbeaat
480

¢

200 ‘
700

1959 .

1977 .
P-,99

1960 '
Public
No:‘t‘heaat
;oo'

440

240
700

1972

None

P- 108

L4
¢’

* Raundcd to neafest tvcnuv, ‘1975-7& hna,

Notea. NA . Not Applj.cablb o T

o"

T .

»




Tabie 1 (contlnued)
N .

School Practice Plans Selected fo Cn;detszud'ies

v

’ . -
Study Study Study “Stddy Study *Study
#2 #3 s # ' #5 #6

,Clinical departn;entu are represented equally

Clinical departments are represented uneq'ually
either by appointment, electiop, or accord-
ing to such other crjteria as practice vol-
ume, size of clinical faculty

Presence of central bla!‘ office & manager
. .

Membership in plan a condition of employment for
full-time practdcing Efaculty ' .
»
Discussion of plan administratic'm & membership .
criteria (page reference) ) pp. 39-40  pp. 54-55 pp.'64-66  pp. 72,75 pp. 89:90 ° pp. 99-103
. 42-43 . . 68-6? 76,82 1 ¢

B R N

+

A -
B. Plan Objectives ! - -
+ Indicaked,in plAJ with seme specificity ' . unwritten,

. . - ' ' but gener-

- . .. -, ajly
v . understood
. . l * * -

Level of communication to faculty O poor - good | moderate poor
. ot E 8

1)
Nature of ptocedures for evaluation. formal none none’ none none none /

“Discussion of objectives and evaluations pp. 47-50 pp. 54 pp. 65 pp. 74:78- Lpp. 89,94 N.a.  pp. 208, 122-123
L) » -
(page reference) 59-60 €8-70 79

Al

Practice Setting

Plan partiéipqnts restricted to pr‘ctice id X e
school-owned or affiliatbd facilities X X X bd
i

»

. &

Status of primary teaching hospital affilihted »owned owned owned leased’ owned affiliated
- - " N - *

. . - L4 [ 5

Level of cooperation between plam members - [4 ‘. 1

and volunteer faculty poor~ ' moderate variable good good mpderate moderate

Discussion of practice setting 'p[.;. 37.\'3-45 PP.52 ,55 “pp.62-69 - .pp.Zl,M . 86 . 9\6-98. pp. 10%-107,119-
' i 70 -

(page reference) - 47-48 R

., 102-106 7 121
[ e

- .

%

Notes: N.A, = Not Applicable
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. Table 1 (continued)\ .
. ‘ Profile of Medical Schoél Practice Plang Salected for Case §Studies ‘ .
- - - - - = ¥ T ) >
. . . p . Study Study Study , Study ' Study Study Study
. #1 #2 $3 Fé 45 16 $7 - .
g N . X ; - - N + T
D.. Fee Management . . ) . K
. . -
. Fee Schedule Administration . ! !
- * -~
Highest organizational “level of schedule approval individual department plan com—- plan com- individual department plan com-
. . M ) " / nittee mittee mittee
» -
Level having right to waive or discount fee ° indi®idual department individual individual individual individual individual
Billing and Collecting i : ] . . ' ?
R Gentraz/ized in plan office - X b4 ‘ X
Centralized at depargmen&pl level . X ' . ©ox \/
3 - . f
Individual handles ‘ . . ’ :
B » ¢ . ¢ ’ - ‘
Combination of two or more &f the above X ' [t P X
- ’ . c - ‘
- -
. v . Y
- ~ !
E. Income Distribution . . ° *
Compensation . - ' N
4 * . . .
. A signeﬁl/annual empfoyment agreement exists - . K :
» biicating salary components’ X . X X X X
» g . " ’ . . . A
» » _ Individual incentive limited to X of basé . R :
salary , s 7 S ¢
A ] " - ~
', . . ' -
Individual incegtive limited by amount hd -
‘ allowed each Man member . X X . X
N .
Individual incentive limited by a standard )/ .
* , amount which total compensation cannot exceed X .
’ s N
’ ’ . : ’
Notes N.I. = No Information "«
. . N
» ’,7;" o . - . i L
) .
" * \ . .
- ‘ , k)
. - 2
. ' /i - - ' 4
Ny . _
4
« . - . . ”
"y . PR Ye . ‘ "
- . L]
' .
’ - . .‘ .c * 4 L]
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. B Table 1 (continued ’
N ! . . Profile of, Medical School Prgctice Plans Selected for Case Stu‘dies !
) S - L] 2 r o
- LY . E . : .
- Study Study Study Study Study Study Study
T « f1 #2 ' #3 #4 #5 t6 #7
. — . e <
. Tndividual incentive variable among . ’
. . departments and from yeaf to year X . .
. 5 v ¢ .
. , ” « Individual incentive unlimited,’but - . , . 4 -
base on progressive tax schedule ™~ |} . X . W ),
Y 4 “ - .
s Total compensdtion directly influenged * in some . ° in some
. by individual's patient service activdty X cases - X - cases
. , . \
, . ] '
. - Discussion of compansation distribution pp.39—50 pp. 55-37  pp. 67-€8  pp. 76-79- pp.91-93 pp.100-104 pp 109-112
—_ . (page reference) * - 46-47 59-61 . . 83 : . ,
- v - hd N ] » .
. . * ' .
. Cpsts of Practice/Plan Overhead ’ ® » . ~ . ..
Levél at which lab and'@ther ancillary * practitioner practitioner . «
ark billed P or plﬁ er plan plan plan ~ plan practitioner practiticher
o L £ IR ' -~
) . Off-the-top" assessment of gross collec- ‘t.‘ﬁl‘f} . R
! 4 tions made to support plan overhead, e.g. - -
expense of billing and collecting (per-~ arblerary arbitrary actugl ar®itgqry N actual
7 ‘ centage of-gros#) R S 25% N.A. .o *10% cost. 33 N.A. cost
- g Y ) 4
o Indtitutional Allocations '
v o I v ’ LS ] ’ ) .
.7 - Medical School/Dean's Fund R . \ X X X X ' x4 X x
. , .
- - H M - 4
4 s Earning department (discretionary accouat) ! X X X . X X X X
. Echelons above medical séhool © ) 7 . X , / P
. - . .
, P. Prominent Issues Identified by Interviewees ’ -
ps (page reference) R t v -
. A |
Billing and collecting procedures p. 45 p. 55-56 ' . p. §1. p. 104 * pp. 117-119
r ’ . \ 1205122
° Communicatlons between plan administration » P —
. ' and plan ers p. 42-43 pp. 59-61 !{-‘9‘» .. Pp. 115,116-119
. . . . . - 122-323
Practice facilities - ' " - pp. 43-45 pp. 69,70 ¢ . + PP 119-120
: . Incentive arrangement . - Pp. %6~47 PP. 82-83 ¢
/ . - . 84 " < I
. Departmental distribution formulae pp. 46-48 p. 59-60 -
. - Management o‘fringe benefits R R p. 47 p‘. 61 ' ‘
. . ; ° . L B
"Topm-gown" relationships ; . [p ] .p. 70 - .
. ’
A * . L] .
A Notes: N.A, = Not Applicable N ’ ©, ) . :
.-t ' . . -
\ N
.o ‘ C, ( :
- 25 - | -
> . P A . L F
o - . . . .
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Table 14(continled) .
. -

Profdle of Medical School Practice Plans Selected for Case Studies
- ——

-

: ~
Study Study Study Study »Study Study
fl (I T #4 s #6

- v
Al

P

Comunicstions and plan goals pp. 47-50 p. 93

Level of collections ' o . 45 p. 83 pp. 94-95 pp. 113,117
’ . 119
Roles, responsibilities and admi*lstrsnive
relationships . X . . . 59- . 68~ pP.94 -95 p. 115

. a4
- ,

Restrictive or onerous administrative procedures . . © pp. 115,116
. 117-118~
Financial reports . ‘ ' - pp. 116,120-122
= ~122-123
Possibility of encroachment on plan revenue by
entity above school . N p. 120

Application of plan rules . - . - P 121-)22
. [ -
Plan overhead -

Distribution b-y earning units to non-earning
units
Plan hcgeptance by Both Administration and Faculty .
as Perceived by Site Visit Team moderate - gaod

§
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* Basic Practice Plan Characteristide

From the diversity’seen in the description of the
sgven medical schools, one would expect the practice
plans to be quite different. Their heterogeneity is
seen in Table'l, and amplified in the following discus-
sion. . » >

A, Organization - Legal Structure

- -

— _

The structural form that a practice plan takes in

. public medical schools is- often rooted in State law or is
tied to other, exsernal forces outside the control of the
school. Even with private institutions, the corporate
form of the plans frequently must follow State dictates.
Moreover, Federal law and policids, e.g., taxation, third

' party reimbursements, influence the structure of'a plan.
Since policies and laws do change, the form of a prattice
plan governed by them is\forced to change, sometimes
drastically. ] -

The AAMC's publication, Medical Practice Plgns at
U.S. Medical-Schools, A Review of Current Charactéristics
and Trends (Vol. TI), «reported on the primary features of
practice plans operational at 67 U.S. medical schools.
The study- suggested a way for‘c;assifyiug-medical prac-"'
- tice plans.? One key, element in the typology is organi-
'zational structure. This typology (Table 2) held that
plans could be grouped along a centralized/decentralized
axis.” " Type A represents the Centralized extréme where -
the plan is a discrete recognized entity - either within
or outside the medical school - but-having its own staff,
budget’ and procedural guidelines. At the opposite pdle,
Type-C characterizes a decentralized situation where a
variety of clinical practice arrangements for the aca-
demic.departments or medical specialties are permitted.
The intermediatergrouping - Type B*- depicts the case
where considerable disc¢retion is granted to the depart-
ment or specialty, but under a centralized framework.

14 .

. Of the seven plans intensively reviewed, three are

designated Type A, three Type B, and one Type C, Six of
. the seven are organized under the medical school.” The

one that is outsi@é the. school was established as a for-

profit corporation_at.the initiative of the faculty

(Cage Study #5). It is governed by shareholders ‘who are

the clinfcal department chairpersons. ’

~—

-~
"
L3
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- - Q." >_ L TABLE 2 . o ‘ -t

. ' MEDICAL 'PRACTICE PLAN TYPOLOGY » ' . ¢ *
. ‘. ~ ) h C
. ~ . - . ’
. \ : AN ’ - - *
M . . . . e - 4 o
T b 3
: ‘- . TYPE A TYPE B . TYPE C
PLM:I’.'FEATURES : Centralized - Intermediate €— - Decentralized
, -\v
TN Organization & Participation - - N ‘ ’ . - ) .
* Structure : A discretely recognized A commorg framework for A yariety of clinical prac-
4 entityy either within or clinical practice activity tite arrangements for
* . external to the medical exists within which depart- |acadewmic “departments or
) school, having its awn > mental or specially groups medical. specialties are .-per-
’ personnel, budget and : function. N mitted. ’
P . ) procedural guidelines. . - .
i * policyuDetermination All practicing clinicians Most clinical disciplines Executive faculty and the
— R ' are included mnd directly are partjcipants in deliberaqjdean:consult as necessary
N * and/or indirectly through tions about clinical prac- during the routine conduct -
[ their representatives meet tice - related issues identiqof general meetings.
) . . b Mith institutional officials] fied by institutional
oLt o L to' focus only on clinical officials.
. ) . practice - related issues. , ' }
. N 1 ot ’ - . . .
Operations u T o : ‘ .t
* Administration’ A full-time manager super- A member. of the dean's Either the deparément head
. : - vises the ddy-to-day, plan regular administrative staff|or his designate directs
‘ operatibn with responsibi- is the locus for coordina- administrative support
1li for all administrative | tion of many/lan support services.
. gervices supporting the ., | services. .
Y practice of medicine. . . - , N
- 1 e
. ‘4 Fee Handling - . All clinical pragtice relat-] Uniform procedures for bill-|Options for billing, collec-
. "o e@ﬁkeyenue flows through ¥ | ing, collection and dis=-, tion or disbursement of fegs
// * ' the Plan Office which bursement of fees are imple-]are available to academic
- renders bills, collects fees| mentad. departments or medical
} -8 : 1 ;
o and disburses income. - specialties.- . 3 .
. ,1 ) . “ ) . ‘ .
T ) - . .
. ¢ . . t )
- - Private Medical Schools 12 10 o, 3
* - ( - < == - » .
T, ] P ic Medical Sthools . - 21 16 ' ' "5
‘“%iga T - ;
. Y .

. - M
<

ERIC . .
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. -~ - The original 1ndept10n dates for. the seven plans
range from 1958 to 1973. One plan (Case Study #4) was in
) constant operatlon for-flftron Years without major re-

) viSion. ® Except for two recently deve10ped plans, ,all -

have undergone ﬂajor revision s1nce 1974

L .

T 'Practhg_p%aﬁs take a partlcular form from the out-
/ set.or *they evolve over time either because of external
' forces, as,'a resu t of jintergal pressures. A frequent
progressaon 1s fot an institutido’ without 4 contrdlled
‘plan at' all, i. €., full-time faculty permitted pnlimited
practlce and income, to take on the'characteristics of
- Type C. Gradually,’lf will move to Type B as pressures
for more centrallzed control build. ” Sometimes a strict
plan is.imposed suddenly where no plan existed before.

*  Under such circumstances, either chaos erupts at the
+institution.or the plan quickly moves to‘'a more liberal
Type B structure Y

L / -
W;th respect to ‘the seven plans rev1ewed in-depth,
the following can be ‘said: .

/ /e, . -
v ® In bne instance ‘(Case Study #1) State legal 4

J. considerations regarding f -splitting and

k

.

- h
.

ldcal tax rulings were the ¥Ydkces which in-
‘fluenced plan evolution fr a' somewhat
/ laissez faire approach to partnershlps to
o . medlcal school control

® The plan descr1bed in Case Study #2 evolved
. from a situation whé&e there was’ tptal ab-
. sence of controls over faculty earn1ngs to
’ one where although there dre earnings cok- '
. trols, each department is permitted to-es-
. / tablish its own legal st ucture.

" ® Tncome tax cons1derat10ns and the wish for
complete faculty control over patiént income
were the dominant forces in the development
of the for-proflt corporation, (Case %’63?‘#5)

® The presence of a faculty union and collective
* e . bargaining in yet another institution (Case
: Study #6) was the influencing force at one
stage of tlris evolving p'aDJ’however, ‘an un-

v . favorable I tax ruling ’‘shifted the plan's
/ - structure “‘from a non-profit corporation to an
g unincorporated entlty within the medical
' school. C e
‘ ’

15
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i :
. c : BRI /
® As far as the other plans are concerned, the -
initial legal structure has remaiped un-

’ chandged; revisions to the plans hdve dealt ST (,

more with plan operations, e.g., billjing and
P " collecting. - . . e

B.,© Otrganization - Admlnlstratlve Structure and Membér-
ship': y . o

A formally constituted steering committee for the
practice plan exists at ld€ast ¢n paper at A&ll seven. .

institutjons site-visited., Two of the governing bodies .’

exist as managerial bodies with sPecific policy-makiag
authority; the rest are advisgry to the dean or higher

. level. 1In ope instance (CaselStudy #1) an advisory com-
mittee is provided for, but-hmes been inoperative. In
the majority-of cases, ehch, clinical department is re- -
presented on th verning- body, and interviews with the
faculty at thes$\§1tes evoked no strongly expressed con-
cerns over this aspect of plan administration. 1In two
institutions where the committees were aither not repre-
séntative or not functional, there were gerious concerns
" expressed by many of ‘the faculty 1nterv1éged

Some practlce plans. have keen criticized for belng
structured in such a fashion that a particular individual
or subgncup, i.e., medical specialty, dominates the de-
sign and’ conduct of:the plan. For example, the Chairman
of the Professional Board at the school represented’ by
Case Study #7 has served in that capacity for several
years and, as a result, has established a power base.

The plan's by-laws do sot prov1de for furnover in the .
chairmanship of the goVerning body. Further, at this .
same institution, membership on the Board is. proportiorfal
to the size:of the clinical faculty in each department.-
The five-member ‘Supervisoxy Board associated with Case
Study #2 is -comprised of only three faculty (two oclini-
cians) elected by the . Executive Committee of the Faculty
Board.

Five of the seven plans reviewed have central plan
offices and ful ime managerial staff. The most signi-
ficant task for these central offices i# the billing and
collectlng of patient generated fees. Becausé of thé
growing complexity of patient fee management and various
tax and legal con81derataons, and because of the in-
creasing significance to the medical school of income

from this source, there has been 'a sharp increase re-
cently in discpete practice plan buySiness offices. A

faculty group practice is recognired” as a.unique activity.




4 . ’ & )

[ ~ { .

within .gh academic'medical institution. Accordimgly, the

-.person  in charge of the business aspects, it is generally

felt, should be_specially: trained in group practlce mana-
gement. : .

Because of the relative departmental autonomy af-
forded by two of the plans, and specifically because of .
the absence of centralized billing and collecting, a
central business service has been regarded as unneces-
sary.

With respect to membership obllgatlons in the plans,

only one of the seven does net require Jdts fullZtime
faculty ractltloners to be members as a condition of
employmept In this instance, (Case Study #2), one
dgpartpént chalrman has successfully resisted 1nc1ud1ng
the practice of his faculty under an 1nst1tu§gonally im-
posed plan. <L e

C.  Plan Objectives and Self-Evaluation

Most written practice plans,,usually in the intro-
ductory’ section, state the specific goals around which
the plan i designed. These are intended to “support the
major printiples and-aims 6f the medical school which
are often more generally expressed . Of the seven study
plans, five have written. ob]ect*ves which are spec1f1c
In one 1nstance the objectives, though unwritten,? are

. thought to'be generally recognized by the administration
- and faculty; in the other case,.plan aims are nelther

written nor appear to be well understood. In *fact in
most instances, even though.the goals are stated in the
written plan, there is evidence that their communlcatlon
to the faculty is poor.

The most coamonly stated. plan objective is the, at-
traction and retentioniof quality faculty through the
provision.of acceptable compensation levels not achiev-
able through other salary 'sources. An addltlonal ob-
jective quite prevalent among the seven plans is the *use

'of plan revenye to-help achieve departmental and school-

wide program enrichment with stable, flexible funds..
Aside from stressing monetary advantage these plans
emphasize the objective of eriabling physicians to main-
tain their skills as practltloners so at they can be,,
made available to atlents in a quality® health: care de-’

‘livery environment. It was disclosed on two site ,visits,

however, that there is some faculty discontent that the
plans focus too much on administrative matters to the

-
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- exclusion of 1mprov1ng the quallty of patlent care.

.’

As far as self evaluation is concerned, w1th one
exception, the plans reviewed have no formal system for

- assessing the plan's-performandc against stated objec-

tives. Rather,‘the common pradtice js to consider plan
modifications irregularly as the need is felt or as S
crises occur: Each plan has a méans of amenging its
written form, and-this process is usually participated 1n
broadly by the plan's membership

.The pne plan which does prov1de for regular plan
review (Case Study #2) does so .through its governing body
on an annual basis -- accordlng t the written plan. In ¢
actuality, however, this respon51 ity i§ taken gomewhat
casually, and because of.the very small Béard opinions,,
do not>represent the total practicing facugty
./

4 -

D. .Practice Setting-

In six of the seven plans under -study the plan mem-

.bers are restricted to practice in univetrsity-owned or
-affiliated facilities. At six 1nst1tutlons, the primary

affiliate. By and 1arge teaching p tlents at all of the

teachlng hospital is owned or leas in one it is an..
schobls are 1ndlst1ngulshab1e from

ivate patients. *Zf

‘The nature of the practice setting in several, of the
studies was_either a very seridus 1s$ue at the school, or
at least a mindr irritant to some Of the faculty inter-
viewed. The grim inadequacy of central patient care
facilities, for example in Case Study #7, which has
existed a long time, has brought this institytion to a
very serious management crisis. Although less serious
with Case Study #l1, the-.scattered nature of practice sit
at this institution has contributed to a system of verf.
weak control over billings and collections and less an
satisfhactory services rendered by the central plan |, ,
business offioe. . ., .

In no case among the seven plans ‘studied is the ar-’
rangement designed - nor ‘the facilities provided - to
demonstrate gquality health care delivery. The plans’ are
more bllling and expendlture control mechanisms than
object lessons in group.praegice. ¢This particular p01nt
was stressed by several faculty (Case Studies #1, #7).

The character of relationships between full-time
clinical faculty and community physicians was identified -

h ~
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‘function;

. - ¢ i R )
as an issue at two of the 1nstitut10ns»visited
instance (Case Study ¥

In one
the provision'of services,

e.
malpractlce coverage, to the volunteer faculty member/gz‘.

using the clinic fac111§}es of the school and witHout
payment from hi was criiticized by some of the full-time
faculty. At another institution (Case Study #3) the in-
creasing scarcity of beds in the primary teaching hos-
pital, was felt by, some as stra1n1ng the "town ang gown™ '

-

relationship. _ y \

E. Fee Management

«*

The traditional(fee- for-serv1ce system was ﬁound to
be the practice at t seven sites visited; no experl-
mentation with prepaid health plans was apparent under
the governing medjcal service plan. As %o the highest
level where fee schedules are approved, in three in- . °
stances-t{he plan committee has this responsibility, 4in
two cases the individual departments have that authority,
and® with the other two plans it rests with the individual
physician. It is very common nationally that the §§a
tice plan grants the individual practitioner the prero-
gative of discounting or wa1v1ng the patient charge. 1In
only one of the seven case studies is that authority at
the departmental level,

s at the seven visited 1nst1tut10ns with respect to
practice plans,, those concerned with billing and
collecting.,have cauged. the most vocal reactions.. Three
of the seven plans reviewed provide a completely centra-,
lized service; two plans let the departments handle this
and in the other two cases there is some sem-
blance of a centralized service through the plan éffjce,
but in many instances at these two schools, there appears
to be confusion over billing and collecting with indivi-
dual physicians unsu what their responsibilities are. -
The problem{can be illustrated by example (Casa Study #1):
chargeg are set by the phys1cian and Sent to the central
plan office for recording and mailifig. The payment goes
to the doctor who turns it over to the plan office. This
office sends only the initial bill unless the physician
instructs it to send a followup. bill. . There if a com-
plete double bhookkeeping system since each practitioner.
"keeps book" on the central business offic€.’ There agre
unsatlsfactory cash control, mounting accounts recelvable,
and .inadequate policies regarding uncollectibles. More-
over, since each doctor sets the fee,- collects it,” files .
the insurance and keeps books on everythlng, he asks,

@

' i Of all the administrative issues and problems ob-

-
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with some justification, what service he is paying for in

the central- plan office. >

r~
.

T F. income Distribution

L

L

’

. A : .
. The most frequently stated purpose for having a pra‘r ,
tice plan is to enable the mgdical school to offer finan®
cial inducements to attract and retain capable medical "~
educatars. It follows, therefore, that faculty compen-
sation, which includes salary and fringe benefits, is by
far the largest-item supported by practice plan income.
THis was evident at the seven schools:site-visited. At

- five of the institutions, the practicing faculty sign

b -annual employpent agreements which indicate the salary
comp/onents.-}me . .

'S

" The association of faculty compensation by source
and faculty effort by activity was reviewed in the fjirst
yédr of the Study of Medical Pragtice Plans.3 A direct
.relationship between faculty involvement (percent of time
spent in major areas of ®ctivity) and sources of faculty
compensation was found to exist at 40 percent of the pub-
lig medical ‘schools and 52 percent of the private schools.
* A§ to the seven plans reviewed in depth, four represent
schools where the relationship was identified. Two of
. the plans were designated Type B, one was Type A, and the .
fourth was Type C. There appears to be no connection be-
tween plan classification (AAMC.typology) and the re-
lationship between faculty activity and compensation
source. . 7. * ,
Py R A3 L ] )

Except for one school, compensation for practicing
faculty is on a geographic full:time basjs, i.e., total
earnings”f6f an individual are influenced by level of

~patient care activity and the funds he or she is responsi
| *ble for génerating. 1In these cases, the institution pré-
vides a base, or guaranteed, salary component, some of
which may include funds generated from .patient care.
Additionally, there is a supplement or incentive in the
gbrm of bonys payment, which in most cases is controlled
either through absolute ceiling or progressive taxation, .,
i.e., the more an individual generates, the less is the °
proportion he realizes as personal income. Only one of .
the seven schools has an unlimited individual incentive;
five have, some variation of an absolu®e total ceiling
. , (one. - Case Study #5 - uses a slfding scale).

A strict full-time compensation system holds

. o | : ' 37 -
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that a-clinical faculty member's total.compensation is in

effect guaranteed and not influenced bygpractice plan in- v
come. ~The single school perating on this basis (Case,. -
Study #4)is re-evaluating its very conservative incentive

plan, an arrangemept seen by many of the c¢linicians inter- e
. viewed as pébviding litgle personal reward for ihitiative
“in patient, care. . ' o .

. The customary practice for most medical service plans
is to support "off-the-top" from gu#ss receipts the cost
of the‘plan's operating, e.g., billing office, insurance
and legal fees. Sometimes total cost is supported in
this fashion; in other instances a fixed percentage as-
sessment is flade against the gross which may or may not ] N
cover those overhead costs. A striking observation was '
. the extent to which .faculty practitioners are provided
services such as malpractice insurance, space and staff
support without paying their full cost either directly
from their collections or indirectly through an overhead
. assessment. Under three of the seven plans such costs of .
practice are absorbed partly or totally by the medical ‘2
’ school of the teaching hospital. . o

~

At some point in the income distribution scheme,
funds usually are channeled both to-the medical school
-dean for his discretjonary use and to the earning depart- . 4
‘ment. This is.the case for all seven plans in this °
study.’ The amount from this source can be quite signi-.
ficant and can help to provide a balance, among the
school's programs and departments, inc®uding the basic
sciences. A number of interviewed faculty, for example,
were appreciative of a system which mas designed to com+ .
pensate those who are capable teachers,or researchers, ’ -
but who have little opportunity for patient care. . v
Co g o Y

The form a#® content of financial reports showing
.the status of collections by. individdal and by department
and the way these reports are communicated by a central
plan business office was found tosbe a problem at th‘rep
of the schools studied. Either they were non-existent', -
quite sporadic, or overly detailed with little attempt
made~-to instruct the physician as to how to interpret
them.

-

_ ’ l - v
G. Prominent Issyes Identified by In€§fviewers //
e .
- T .
Table 1 shows the more prominent issues and cohcerns
‘which surfaced during interviews with the faculty and

Y administfators at the seven sghools site-visited. Also.

- 4 -

-
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shown on the Tables is the fefe;ence location where the .
problem is more fully discussed’in’the respective case

Yo -

v study. ) -

Again, matters relating to suchfinancial operations ‘
J as billing ang collecting, fiscal reporting, incgntive .. r -
. formulae and.plan overhead assessments were the qut

vécally malicned. There was an additional issue‘raised,
J' ' also financial in nature, which pertains to the y"

states appropriate funds to their universities afid the

medical-schools, .the yelationship of practice income to

the appropriation, and the .expectations of adherence by

full-time faculty to state rules and regulations: With

-« Case Study #7, a legal battle appears imminent oyer this
issue, the consequences of which may have-'significant - - -
import upon plans elsewhere in ‘the nation.
Other than those which are financially relaggd,‘a

general issue which is apparent to varying degreeg_%p ,
most of .the schools site-visited is one of intonsisFent ) "
1lly lackAng communications between school ad<
istratons’ and |plan members.  Sometimes the practice .~
ared not adeqliately expressed, especially . : kJ/g
ew facylty members. At other times, -tHe composition
Plan's steering committee, the regqularity of its '
meeti ; notices and. minutes - or absence thereof. - are
commyhication factdrs which lead to poor morale.: )

H. / Typology as an Indicator of Plan Suggess . :

Tablgzz (pld) diéblays the. major organizational and
operational aspects of a-practice plamn and de:gribes these
attributes along a centralized - 'decentralized axis. Fou
characteristics are presented - structure, policy deter-

-mination, administration and fee handling. In genera%,
a Type A plan is more formally structured as a discrete <
entity either within or outside the medical “school; the
plan's advisory\committee is more representative of the ,

* ‘Plan membership;\ full-time staff administer .the plan; and .

: billing and colldcting is centralized above the department

level. The Type C lan, on the otherhand,‘}h character-
/”f:) ized: by the existencé of a variety of organizational , —
patterns among the c¢linical department plans; advisory
committees are either™non-existent or operate very casu:_‘w///<
allv, usuallv with a minimum of faculty in involvement; 7

" . administrative tasks place at the departmental level; and

: billing and collecting arrangements vary depending on the
wishes of the department or mediocal specialty. Type B

‘planss fall between these two extremes. ¢ ’
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‘Tt might be easy for some to ¢onclude that plan

-

»success relates.to plan.type. Intuitively, a Type A

<« ¢
Ce ks

T '{}.
LIN

structuradl plan - where the ground rules are $pelled out
explicitly and where faculty has an opportunity to in-
fluence policy - could ledd one .to judde the plan suc-,
cessful. However, it could be countered ~that such a plan
is.overly autocratic and that the¢ Advisory Committee is

‘too large for effective action. By the- same token, dne.
- might conclude that a loosely structural framework of de-

partmental arrangements, as existg with Type C plans, .-
leads to an unguccessfulr institutional practice plan. Yet
such a .decentralized plan could result in satisfied de-
partments and faculty. ’

On the basis of the in-depth rev.i'ews of the seven ¥, .
plans in this study, typological designation is fot a
reliable indicator of plan sucdess. The single plan
(Case Study #6) which appears to bé most successfuly, i. —
e., have the fewest problems, is classified as Type B;
the two plans which have the most difticulties are also
Type B. With that designation, one might presume that

~ the pitfalls suggested with Types A and C above ‘could be#

avoided. Rather than associating 'a plan's 'guccess with

the ‘degree of centralized administration which it mani-
fests, one might better relate it to such operational
aspects as: (1) frequency and nature of communicatigns’
between’.plan administrators and plan nbers, (2) type e

of faculty incentive arrangements,'. (3] clarification in

the written plan of roles and authority limits, (4) ef~.
fectiveness of billing and collecting mechanisms, (5) thea
character of services in support of practice and how thesé"
are costed and charged . N

ged,, ﬁi; Lo gﬁ &

— g

[

~  Case Study #1 . . -

- - ° Y

Case Study Summaries *

-
»

% This TJ!; B p;éﬁ at a private.northeastern school is
defined by a seriéds Of documents;- a'complete written_plan
does not exist. Managegént is .centered in the plan
office, but several departments d specialty groups per-

- form plan-l¢gike functions autonomously. An advisory co- -

mmittee is provjided for withir the plan-defining .docu-

.ments, but it has.not been functiondl.untél recently.

-~ 13

Man&atory membership includes all fufi-time'clipical
faculty whose annual employment agreements identify a
base salary and incentive component™and stipulate the

‘ ’
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‘general rules of the plan.
- . . ; o~ v o A
P . Monies for the base or institutional salary are de- .
4S‘ﬁ Tived from the school's ggneral, funds, hospital funds, .
T grants, practice revenges or a combination of those ele-
) . ménts. The incentive component is subject to a ceiling, —
d but formulae for computation of the ceiling®vary from ; t{
" department to department. ' .- ' % W
- ot - ’ - . A S
Administrative cost to departments for which the /
lan bills apd collelts is 25% of collections. An addi- | .
ional 5%, which is creditéd to the generating, department ’
for research and development, is.’assessed for institu- .
tional gdevelopment. A few departments which do their own - *
billind®and, collecting do’not pay the 25% administratives
costs Yut do contribute the 5% institutiofajs development
'compon_en%/to the-plan. "¢~ T '
- The site‘visit team identified problems of communi- ;
cation between plan'administrators and clinical faculty.
These may have arisen as a resule-af turnover of academic ¥
leaders and the'lack of activity of the faculty adviegry .
« . ' committee. .The assumption of leadership by the plan °
¢ business managerial staff has-prompted criticism by the o \
«+ faculty. Such-criticisms centered around inefficient, '
poorly controlled billing and colltcting procedures. -
. .~ . " [ .

. ) ) ‘ . . }
— . Other areas of concern by.the facylty interviewed -t .
~ ., 'were the relati¥onship between vg%gnteer aculty and the \ -

- ". plan, interdepartmental inconsistency of ‘incentive, K deter-

mination, and lack of.a cleaMjdefinition.of plan objec-

i’w‘\\J/tives, oL

) S LT

o e 0. 7., Case Study #2’% . I
. . . T ) - -

Y
2

L The practice plaﬂ-it this urban-based public in- . )
' - ... stitution in the Northeast was initlally established twd. . - .,
' décadesg ago, following a riod wherl’ faculty were per- . . )
. mitted to practice for ‘fees ‘under arrangements that did, .
LT not ;allow for adequate -control. Supervisory mhanagement
W - of the’practice plan id asslgned to the Dean of the Me- « . - :
. -dical School, and a five-member Supervisory Board (imclu- oy
~ -\, ding the Dean). Not‘ai; clinicians are participants.’ .
nLo Moqt\cliniqa; departmengs have formed corporations, but an
some ‘are organbzed partnerships, and others permit
splo-arrangements. ling is not centralized. The plan

.

is categorized as TypaMC. - ]

w?ﬁépaxtmentrChainmen reéamménd, Dean -and Chancelior . .
. . . » ‘. . ,

.
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a

approve faculty compensatlon - basic salary pald from

State funds, plus

3

"Qverpracticé" income:from the practice

plan.:

'The plan permits add1t10hal incentive income-.as

approved by Dean and Charncellor’ t

paiﬂ from the plan's .

ea;szngs (after expenses, overpractice 1ncome, fringe

* be fltsﬂ and the departments' and Dean's Fund partici-
pat10n in the earn1ngs) This year the plan is expected
to yigld $6 million- im total revenue- of this total -
fagulty income from allowable: overpract1ce and incen-
tive may approx1mate $2.6 ‘mitlion, the. departmEnts de-

lopment funds may receive about $1 million, and the’

eanis Fund $500,000. ° . ) . v

, It was
1nterv1ewed that the plan
ing and,keeplng facult
are rot compétitive; ‘
lty-time to assure grequi;
the School'%s educatignal,
Some aspects of the plan in aperation need modification,

qenerally agreed hy " the faculty and staff
rovides ‘the means for attract-
ince State-provided salaries
n #umes control over  facu-
1nvolvement of the facf

lad

ty in
esearch,. and serwvice objectives.

requiring. more specific_ 1nvolvement Qf thg Superv1sory

Board. Lt
Case Study #3 ,,

. . .
‘.

“The practice‘pl&n, categorlzed as Type A,

N . . . «
.
.

»

at thls

~

urban-based- pr1vate institution in the ‘South was forma- '
lly adopted in-1975 as a, set of| by-laws and has been - : :

mpdified since adoption® to refl ct changes 1ggthe admini-"

strat1ve organlzatloh of the ins tutlon.

for prac=

o

]

‘tice was. permitted prior-to the
arratgements. then in force permit
-the present plan has ‘corrected.

an's-ad ptldn, but the
d some’ excesse's which |
Adm1n1strat1ye authormty i

with the-Dean of the Mef@lical School controlllng faculty
mpensation and "the Medital Schob6l budget. sThe plan’
‘operates through the cL;nlcaltdepartments-'fee b1111ng

. f; C\:: delegated to the Vice- Chancellor for MedicaL Affairs, »
' ¢

?%/

ang cg}
t

j'under "thie plan's business manager

lect1ng is cea;rallzed (exc‘ﬁt for ‘one department)
w

o reports to the'Vlce- ~

" Chancelldr. 2 governing committee® advisory to the Vice-
Chaqpe%édr meets monthly to consi er policy questlohs,‘
review Plan’s budgetg and sérve. ds 4 forum for plan, =,
part1c1pants. . A YT . : N
‘ . 4 - . '
.. * This year'\ge\plan is expec d to. yJ.eld akout $10 -
. million. Fees ‘edarned by the 175 full-bime tlinical fa- )

= «<culty participarnts are paid over ‘to the 1nst1tut10n, ten
percent of the grgss collections cover bysiness costs; 10
percent is pa1d ihto a trust fuhd shared eq?ally by Vice-~

.« s ¥ o
&




Chancellor and Dean %o prov1de resources £or strength—
ening the institutioh, and 80 percent is divided between
-the department and faculty, under arrangements stipulated
in the plan or approved by the governing commlttee‘ )
Faculty recefve a #tated salary, agreed upon by department
chairman and Déaw, :to be paid from the resources (includ-

, ing the department's share of pr#ctice fees) available-to
the department.. In addltfﬁn, participating faculty re-
ceive an incentive income drived from practice, as de- )
tyermined by the faculty member,, department chairman, and b |
Dean.

 J -

General satisfaction concerning: the plan's operations-
" was expressed by facuIty and staff interviewed: the plan
has;g;ggfnganeeded resources to strengthen the institu-
tion ttract and kegp faculty. in tune with the in-
stitution's objectlves in/’education, research, and service.
Furtheg improvement 1n e plan s business operatlons is -
expect®, and an onvgdlAg review of the plan's operations

may provide recommendatipns for changes to assure con-
tinued responsiveness to aculty and institutional needs.

Case Study #4

-

is case study concerng the plan in operatlon at a
lqu- tablished, public medical school which ‘is uni-
versity-based and the only medical school in the state.
The plan falls under Type A of the AAMC classification
fqQr the study of medical practice plans.

The prlmary features of the plan, are: (a) all full-
time faculty ®icensed to practice medicine must partici-
pate as a condition of,employment; (b) with a few specific
exceptigfis, all fees generated by the professional aétivi-"

. saies of 'the participating f@culty must be turmed over to
the plan; (c) by state law, the plan's revenues can be
“used only towards augmenting the base salaries of the

* clinical ahd basic scienﬁe facylty over the levels per-

"mitted by state and other funding. The net income ‘ge=-
nerated each year by the plan is allocated to: (a) sup-
plement state general revenue’ appropriations that support
medical faculty salaries; (b) augment guaranteed base
salaries and' fringe benefits for medical school faculty;
(c) provide an incentive distribution to the departments
that generate the income which can be disbursed as addi-
tional compensation to their full-time faculty in accord-
ancerw1th institutional guidelines and departmental formu-~
lae . " 3 .

v -~




Although the plan is under the jurisdiction of the
state, it is’administered by the Dean, with the.advice ‘of
a committee elected by the,K faculty, and with' the assist-
ance of a full-time plan manager. The amount available
© as departmental incentive distribution is determined each
year ' by. the Dean, in consultation with the advisory com-
mittee.”” Those determinations are based upon accrugd ba- «
lance in the plan's fund, cash collections, cash deficits,

fiscal year expenditure, and revenue budgets.

‘The plan's written components are-scattered among
state statutes, University Board of Regents governing.
policies,. Medical School's policies, and Committee guide~
lines. The featyres\of the incentive component vary from

‘¢ year to year and%are {nly vaguely defjned. , - °
. . v
The plan has been ipstrumental,§ince its inception

in 1959, in allowing the‘schobl‘todiafse salary levels to '
competitive standards, and hds' pertitted instituticgl \-
gréowth and: the maintenance of quality, programs.

*Although adminisé&ative improvements. are constantly .
pursued, therfaculty are not entjrely satisfied'with the
system, They“resenq their lack of control on how the
money is spent. ,The p¥inciples %n which the plan is
based, are tied to(sﬁﬁtemstaﬁutgs, and therefore it is un- )
likely that substaritive changes will occur in the near ht;} .

future. - IS

' o

B -y ,
* . 7‘( " @;’ ‘
A case“Seudy #5
oo . [

Governed byla Board of‘%fhstees ippointed by the

»*

Governor,.this“free-standingh_publ;c, Health Science

campus. is relatively yourg. Lodgted in an urban setting:

in the midwest, the pracﬁgbé plan is categorized as Type

' ) S . c . .

At,tﬁg initiative of the faculty a'practice plan was
organized pnly a fewsyears ago for the purpose of gene{

,rating-ad@itidnal “financial resources for improving re- __
cruitmefht. and ‘getention of faculty, and to permit the
school "to reduce its commitment to faculty sala?y sup-

.
-

POrte: ». » S .
S * ‘ . /
Q . ¢ ’ - - -

Ak‘for-proﬁi; corpgrﬁzion has sole“jurisdiction for

thelbilling and collection of all practice related in-

come‘and its dispositiorn. The dorporation is governed .

by sharedholders who are thi climical department chair-

men, The shareholders elect a separate Board of Direc-

@
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tors consisting of themselves, the Dean of the College
(ex-officio), one elected physician from each clinical
department, and Sthers selected by the shareholders.
Shareholders have the option to remove any director with
or without cause -at any time. - '

« Day-to-day operations are handled by a Business Dir-
ector and 18 FTE employees, who are employed by ‘and re-
port to the corporation}s directors. A centralized bill-(\
ing and collection system obtaiped revenuwes of #3.2 mil- |
lion last year {from the patients of 325 eligible partici-
pants; unbilled accounts approximate $2 million. Member-
ship is essentially mandatory for full-time faculty (80)
and optional for part-time faculty, and practice is limi-
ted to the school's owned and affiliated hospitals.

A -
Colleeted revenues are;credited to the individual
earner. Faculty compensation is composed of a base
salary, base supplement and an incentive payment. The
base™“salary and base supplement are negotihted‘petween,
the Dean and the Department Chairman; the s@pplement is
paid only if earned )by the physician., Earnings are cre-
dited when collected, even those earned in past years.
Ten percent of the amount paid to the physician funds a
pension plan, and an overhead assessment of 33%°is made
against gross earnings for the operating costs of ‘the
corporation, a Deans' Furd and a departmental account.
g ~
The reggﬁrces generated by. the plan have enabled
this young institution to develop more rapidly than it
otherwise could have developed, and the plan seems to .
have the general support of the administration and de-

“*partment Charimen. However, other faculty participants

.
/ .

voiced criticism relative to billing, collections and
inadequate reporting, and some objected to the contTol,
distribution and ‘use of tHe funds.

Case Study #6

—

_ This case study concerns the plan in operation at a
long established, free-standing, public medical.school
in the East. The AAMC classification is Type B. L

4

The plan has written by-laws and procedures approved-

. by« the Board of Trustees and has been in operation nearly "

twenty years with minor mpdifications. The plan provides
that each cliniedl department will-bill .for and collect,
private income for patient services rendered by all phy-
sicians holding a faculty position and who receive a_ base
. ™ s .
I ‘ .
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o salary from the institution equivalent to 35% -or more of
* a fullftime\salary for that rank. Funds are deposited in -
a discrete epartmental‘bank account.
. 5 ¢ ' - ' . :’
Jhere is an overall Governing Board co sting of an
elected repreSentative, from each of the Sixteen clinical,
departments. (With one exception these representatives
are the Department Chairpersons.) In addition there is
» ome generally elected representative from the basic sci-
ence departments. The President of the Medical Center,
. the Dean of the College of Medicine, and such othef of- =
[ ¢ - ficers designated by the President serve as ex-officio
7 members . N St

é
- ‘ The Governing Board establishes standards and proce- “D

dures fpg)the'ﬁedical Service Groups consistent:with® the
policies ©f the institution and its Board of Tristees.

It r@ceives an annual budget and financial report  from
each practice group and employs a public ‘accounting firm
to audit the wrecords of each group. These reports are

v made available to the-President of the Medical Center, or
his designees, and all of the recorfis of the practice
plan are available for inspection./ There are 200 physi-~
cians eligible. for participation in the plan and the last
full year of operation generated $8.6 million. Practice
is limited to the University or affiliated hospitals., °
Each department establishes its own sch:Eule of fees.

Disbursement of funds from the departmental bank . '
accoupt can be made in accordance with the approved bud- C- 4\__*H){
get and within approved policies. These are: ffe per-

cent of gross income to a central fund for thk benefit of

the medical center, administered by the President or 'his

designee; reimbursement to the hospital for costs in- -
curred relative to private practice; payment of all, other
costs of clinical practice allowabkle as a deductible ex-
pense under Federal ‘internal reveénue service, gujldelines;
salary supplements. as recommended by the deparmént chair-
man and approved by the- Dean and President, not to exceed
75 percent of the maximum base salary ¥Qr that rank; and
additional fringe benefits on the amount of the supplement
paid. ’ :

-

v
The service groups are' not entitled .to hold property
E and ald unexpgnded ' funids at the end of ea®h calendar year
rare paid to a foundation which establishes a restricted
account, administered by the College, to be used for. de- . -
K .+ «partmental development. '
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» The adﬁinistrdtion and faculty have worked together
‘ to rquce interferénce by a state bureaucracy. . They ha®e -
avoided a central bg%lingjsystem,"which they believe
erodes the ability the physician to have involvement
with.his patients and their accounts. Considering the
number of separate accounts, the institution has good
total accounting and knows the disposition of all monéy.
, The overall plan has enthusi tjc support of both admini-
. stration gnd faculty and there was no expressed desire to
/ﬁake any signific?nt changes in the plgh of opergtion.
«® A t Case Study #7

i -

.. The subject of this study ik a plan & fairly recent
origin for a State medical school serving a large inner-
city, underprivileged population in the northeast region.

\;}though the plan falls under Type B of the AAMC
classification, it' was designed and remains in an interim
form because of the temporary state of patient care and
teaching sites. Faculty maintaining offices some miles
from the Medical School Will soon be consolidated in new
and renovated central fac lities.

The principal features of the are: membership
is obligatory for all' full- and part-time ‘faculty licen-
sed to practiceé in the State; a central admini-
strative framework with a committee structure; and

* an optional central billing and.collecting system.
'~ Considerable departmental independence exists to design
. distribution_formulae after providing for mandated as-
sessments for overhead and for a Dean's Fund. Salaried

compensation is in most Ggses'comprised of (1).an acade- -
mic base ich follows a State schgdule according to aca- ‘
- demic rank, a clinical supplement, part of which may .

come from practice earnings accumulated by the department

and negotiated annyally, and (3) an individual incentive ¥~ .
based on departmental formula. The base, supplement and & -
incentives together cannot exceed, twice the maximump aca-

demic base salary possibls on the State scale for the ]

partigpnlar rank. :

’ *\

A recent ruling from the State Attorney General's
Office solicited by the institution's administration has -
made it ®lear that the plan is a "creature" of the State
and,suggect to its rules and regulations. This has a- .
roused bitter controversy\bétween clirical faculty and .
adminisigators over the extensivg ramifications such a Cf!\
ruling Nas on administrative practices. Affected are
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persbnnel hining and gompensation, purchasing procedures,
outside bank accounts, financial reporting and-audit
practices. Should the present polarized views continue,
‘ }Elegal battle could ensue, the consequences of which
ght have significant impact upon present faculty and
upon plans elsewhere in the nation,. s .
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GENE?AL CONCLUSIONS

Several conclusions can ke advanced at this point
based on the two-year study o practice plans at U.S.
medical schools. External and] internal forces at work in
the evolution of the.respecti plan, the functional pro-
cesses and how they interact, and the assessments of the
administrators and clinical faculty-at-each of the seven
institutions site-visited were all addressed during Phase
II.. What the visiting teams found there and during count-
less discussions at various meetings and seminars during
the course of the study reinforces the following conclu-
sions: \

l. The importance of an organized written medical
practice plan universally applied to all prac-
ticing full-time clinical faculty in a medical
school is becoming increasingly recognized
nationwide. This is a consequence of the .

. schools' desire to compete in the marketplace

* for quality, satisfied faculty; to achieve pro-

" gram control and balance; and to counteract the -
.\\\3 diminution of other significant income sgurces.

2. Careful attention to the way it is written, re-
viewed and updated is oritical to a smoothly
functioning practice plan. The document should
include details on the plan's steering committee
afd how jMoperates; clearly defined institut-
ional obj&ctives, guid pg principles, and plan
goals; definition of ihdividual and committee
roles and authority bounds; faculty and admini-
o strators' rights and obligations; and a cléar

description of fee handling, compensation ele-

. " ments and income dispersal. o : /',
3. It is’unfortunate that most plans, Bven the well~- -
written ones, do not provide for ner: carry out a
systematic self-review and edaluation process.
Rather it is done episodically as difficult pro-
blems or institutional crises occur.. Sometimes

the plan is .forced into review by external
forces. For example, the Liaison Committee on _
.Medical Education, during‘’their accreditation
site visit, may note problems with the practice
plin. — . e
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4. Although financial matters are important in, the
operation‘ of a medical practice plan, it seems
with most plans there is an over-preoccupation
with the "dollar sign.” -

5. The primary use for income from practice plans
has continued to be the, support of clinical ]
faculty compensation. This is evident with the
seven plans studied, which illustrate a variety
of compensation schemes. The importance of “in-
dividual incentive arrangements is seen. Only
one of the sewen plans, provides little personal
reward .for initiative in patient care.

- » ’
6. Although the primary use for plan income is sup-
: port for clinical faculty salaries, an increas-
s ingly significant purpdse is financial coverage
for Sroad‘programs throughout the medical school
via departmental ‘enrichment funds or deans' dis-
Cretionary fands. ’ ) /
7.: Gery often faculty practioners atre provided ser-
.vices such as malpractice insurance, space, and
support staff without paying their full cost
either directly from their -collections or in-
directly through an overhead assessment. Such
costs are absorbed-by the medical school, the
teaching hospital or both.

-
.

8.« Greater flexibility in the use of practice plan
revenue has become essential in meeting the pro-
gram commitments of all medical schools. This
is especially true of public institutions where
state regulations have become overly restrictive
and onerous. _

9. Inadequate or widely.dispersed physical facili-
ties for ambulatory care are felt to~be major
problems at some schools and as a result con-
tribute to lax administration and weakened con-
trol over the faculty in their‘patient care ac-
tivities. Well-planned practice areas that are

~~ geared to an efficient operation can attract
patients, make practice more palatable to the
faculty member and make him more productive
during the time he allocates to practice.

" 10. Although rglationshipé between full-time clini-
tal faculty and non-faculty community physicians

* .
- -
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. school administrators strive to satisfy their

L )

.car and do become strained for varying reasons,
a practice plan can provide a useful mechanism
for achieving a referral policy more favorable
to the school. A well-developed plan can at-
tract faculty with excellent clinical reputat-
ions, an inducement to more referral patients.

11. In the.context of a practice planyg and especi- .
ally with one newly developed whefe none existed
before, moderation, gradualism and conmpromise
may be the best way to achieve a workable plan
and to avoid institutional trauma in the process.

The nature and operatiqn of medical practice plans

'has for two decades been of vital interest to medical
school administrators amd ‘faculty. The subject is today
especially important, in the face of drastically and
suddenly shifting medical schopl resources. The topic is
expected to be debated at length as faculty and medical
wn ob-
jectives as Federal and state pressures for more open-
ness, cost control and accountability grow. . ’
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CASE STUDIES OF SEVEN MEDICAL PRACTICE PLANS

1 A Case Study #1

L /
- A Institutional Characterlstlcs Relevant To Qge
 Practice Plan

This private northeastern in§t1tut10n is in a“den-
sely populated urban settlng where there arefa large
number of patients with a variety of illnesses. There is
a relatively small undergraduate medical enrollment, but ¢
a very substantial number of house staff. It is the aim
of the medical school to help students develap a sense of
social commitment.by "their exposure to-a varlety of prac-
tice settings. The significance of research is also
stressed, not only to advance medical knowledge, but also
for its value Eg the learning process. °

0

e

-

The school is only one component of a large medical -

center whe there are six major clinical affiliations.

The largest hosgztal'affiliate as to Wed complement,

although separately incorporated, i$ contiguous ‘to the

medical school, and provides the€ setting for about 75%

of the clinical teaching. It has over 1,000 beds, and

Y more than 30,000 admissions, 200,000 outpatient visits,
This hospital

 supports about 50% of the cl

idical faculty salaries, all

and 50,000 emergency room vi!its per year.

of the malpractice and most o
and:radiology.

the expenses o
)

f pathology
’ .

-

Relative to othen.medlcal schools, the number of
-full-time clinical faculty associated with the center

is large.

Traditionally, a great number of volunteer

faculty also have been available.

The latter group has

full admitting privileges at the hospital and

generates
significant hogpital revenue outside the pracéice plan.
The full-time faculty- is mostly a young, cliniéally-act-"
ive group. - .

" The follow1ng table presents quantltstlve indlqptors
relevant ‘to this case study. P .

e . -
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Aruitoxt provided by Eic:
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.* Rounded o0 nearest, twentieth -

** Dollar fighres rounded to n7d§est thousand.
R4 -

+ Fluctuations due to change in sourcerdocument questions.

e
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TABLE 3 4 .
. Statistical Data - 1967-1976 * : N
! : : v : N i
* pu 1967/68 1969/7¢ 1931/72 1973/7¢ 197
R . h L * c ak
Undergra%pate Medical Student* — 340 360 360 400 420
t E'd
! .
House Staff* 320 soot 320% 5‘ 540
Full—t:’.-Ze clinical faculty* 180 u$ 220 240 #| 260
Full-time ¢clinical faculty at 140
Asgaciate Prof. and above®* - - 80 120
’ 2
Total wolunteer faculty* _ i - - 820 - ca 900
Total /regular operating revenues** - $8,979 $9,823 st4,506 520,633
1 L > ~
Medidal practice &lan revenues** $685 $1,750. $2,158 $7,021 $9,288
/
. - - .
Sponsored tesearch expenditures** $7,166 §7,212 $7,629 $10,404 F13,068
- ’
Ratio Full-time clinical faculty to = :
volunteers* - - .27 -- 2=
% of Full-time clinical faculty at {
rank of Associate Prof. and; above* - -- .+ 39,2% & 48.3% 51.2%
.
% Medical practice plan revendes to )
total operating revenue* - 19.5% 22.0% 48, 4% 45.0%
f X
. T -
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. * B, ."Fhe ' Plan - General Description And History .’

LR}

. : , ‘ * ’ l \ » : '
o ** | .The practhe plan at this 1nst1tutlon £ s dnto the
e C Type B grouping according to the AAMC- deflnltfgn. " Al-
- though a complete wrigten description- of this‘'plan does _
.\ npt exist, there arereports and documents which adequ- .
C e ately descrlbe the pertinent features of the‘plan. These
» materials-ipclude employment contracts and f1nanc1al '

[y ‘ .
.

. July 1, 1967 the professional staff and
© . “faculty-of the clinical depart‘;éts consisted of approxi--
s & -~ mately 80 ?ﬁil -time salaried physicians; 30 gebgraphlc
" full-time fdculty; and; 1,000 unpald volunteers. The
GFT complement weremprov1ded offlces within the institu-
med tlog, ‘paid a smalL.stlpend (in recognltldn ‘of their ser-
vices to {he Sch ) and were permitted to pract1ce under
letter COntract.q%k'celllng was placed on their income
" beyond which all” revenue reverted to'a fund adgdnistered
' « "by the Unlvers1ty.\ Under this system, ‘however®there

-

« & . -were grow1ng legal prdpblems where, under State law, fee=-.
<L . splitting, whith this was judged to be, was disallowed.
' - Thus; on July- 1, 1987, Ja medical group was organized a#®
. a partnership. . . o
. . . .

The partnershlp was dlssolved January 1, 1972, be-
. cause of a number of techmical problems - 1nherent in the
‘.. « .» parthership structure, e. g.,,l% was impossible to avoid
] ' ‘double payment by the institution of. Social- §ecur1ty
- " and Unemployment. Insurapde. Further, reimbursement by
. o third party payers becaMe perm1ss1b1e to staff members
ya *, in an institutional group sett1ng ih the .absence of a ./,
« ‘leqgal partnershlp. Beginning in 1972, ‘a city unincorpo-...
.rateﬂlbus1ness tax would have been lev;ed against thet"_
partnership, therefore at that tim \ the plan was changed
. 3 and ‘took its present form,

5 e S T

7

“

g / 1& The current plan prov1des gen al rules applied

: . vexsally within the institution to control the geo-

‘ graphic location of: private practice, earning ceilings

i , ,and patient billing procedures. The departments and ,
- spec1alty groups have some autonomy in .use of funds
] .repurned to them. All full- ~time académlc practitioners
.- . ;%equlred to part1c1pate in the. Plan as condition
s aof ployment and in fact must slgn annua reeflents

! . ) -

s
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_to this efféét'yhich ﬁtipulate baie salafy.and ‘extent
« of incentive compensation. g Y

¥ .

s The source of the base component ‘mgy- be the schqol's
general funds, hospital nds, grant funds, and/or* .
practice revenues. In addition, there is an "incentive"
- component, which has an absolute ceiling. Although’

individual employment agreements vary in specjfication

f pércentages, they relate the 'supplement to a stated .
‘Praportion of bage salary within a stated (g B, Iimit.
Ffinge benefits are calculated on the bgsei e
’ > S g e

. -'é s «
There is a practice plan office wi hiylimited bill- -
ing and collection functions and acaou ting respdénsi-
bilities. The full-time manager, who ‘feports to the
¢ College's financial services director, fhas 4 staff-qf
6. . ' f “

) _ = " o, 7
The individual ﬁRYSician sets fees for| his serwices
and has the authoriiy to determine courtesy discounts -or
fee waivers. . The n€#wcollection rate is about 75% of
s+ fees billed. The'average morthly statement load is
‘approximately 5,000. Although billing isiofficially
' handled by the plan office, collections may be made By
: the physicians. thefiselves or by, their departments, with
- disbyxsement then to the plan offic L e 'Y

«

s
/

In most cases individbal collections are assessed
a total of 35%.- 25% to support plan office expenses,
5% for institutional development (split betweeh school -
and hospital) -and 5% for departmental research and «
development. A few departments, however, rather than -
pay the,overhead, provide: for their own administrative
needs. The nét is gdnerally available “for faculty

compensation. , ’ 7
The following statememt of Operations for FY’1976

~ shows’ recent income ‘'and expenses .for the plan.
4 ‘

*»
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' STATEMENT ' OF OPERATIONS |
.. i July 1, 1875 - Junega30, ¥@% ,
(Figures ro & tp nearest tNousand)
* a4 - " . S
Income . $9,288 ,
- . h o . > ’ i )
, Expenses: ) . o
» ' i
. Earned Faculty Income (Base) 1,816 -
. \ . Shared Fees (Overage- Supplement) ' 3,681 - o/
. : Staff Wages . 873 .
" Fringe Benefits . 411
. Overhead s ) 787
- Development Fund—Departments : 498
Rentals ) : 366
Outside Services : 367
' Supplies - ' -0 " 246 _
R vAlteratgons & Renovations 147
SR £ Utilities : 168
Travel . ) 97
< _ Memberships ‘ oo , 70
) o Other . ] 276 . .
b S . Expenses Allocated to : ,
. ) Departments as Overhead k (557) *
¥ - v ——
o~ , " Total Actual Expenses $9,246
. Net Operating Balance-June 30, 1976 - $42 .
. . “ » . ’l ]
-« 4
, -
* "
s * ‘ ‘
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- C. The Slte Visit™

Malpractice insurance is provided by the major teach-’
ing hospital at no cjft to the plan.particidants.

LN

Only within the last few weeks has a plan management .

. Adv1sory Cormittee been aGETﬁated although it has been

“on paper'™ for severéi years.' Composition includes each
clinical department chalrman, an alternate, and an elect-
-ed representatlve from each clinical ‘department. The

_Chalrman is app01nt§? by the Dean.

During two full days 1nterv1ews of about an hour

r.each were sconducted with the Director of the major

' teagHing hospltal, the Acting Dean of the Medical Schroeol,
.the Associate Dean for Busihess, the financial sexnyices

Director, fhe.2dministrator of the- plan, and the legal
affairs Director. I1nterviews were also held witn the

~ head of the plan's advisory cormmittee (alsg chairmgn of

_D. Key Issues

a: major clinical department) and six additiomal clijnical
faculty members who represented Departments of Sur
‘Meditine, Ob/Gyn, Neurology, Pediatrics and Anesthesi-
.oloay. ) ‘

The site vistors included a medical .school Dean, an
Associate Dean for Patient Services and two AAMC staff
members. The visiting team was cordially welcomed: All
of the .interviewees were very responsive to .gu stions
and prov1dec thelr own perceptions arid conceggz about
the practice pldn

Ty

.~
#

&or dlscu551on purposes a number of no; ed issues
have been grouped by major category. /~

» /.
1.7 Structure and General Administratlon

Among the faculty and staff interv1ewed
there was reported to be a general feeling that a
the plan, as an integral part of the medical ,
school, is in the best 1nterests of the school
and its identified ‘objectives. However, any
prgetice plan applied to the act1v1;}es of_ fac-
ulty practitioners shopuld, according to a number
df the intervieweeg, prOV1de a means for the
expression ,of vie as to its administration.

The absence of a functioning mang@ement committee,

when s a committee had been edtablished A -
earlier "on-paper" contributed to distrust of’ - '
administration by plan participants. This is.

o

42



espec1ally true since, by défaﬁlt .the plan has
.o been exclusively the opefﬁtlonal responsibility

of business rather than business and academi&
U_leadershlp .

. A strong chairman of a large-:clinical de-

partment, newly arrived at the school, will

chair the re-activated management committee. g He
. appeared to be dedicated to improving the exist-,
ing plan and to making &Enyork. At an initial,
meeting of the committee Meld in March, problem
areas were identified and subcommrttees were
assigned to recommend solutions,. ~ These includeqd
overhead charges, billing and collectlng, and
program issues. ]

1 2., Practlce Setfing and He;gital Relationships
v Throughout the interviews the wishful
' thought was repeatedly expressed that "if only
a Mayo environment could be established.
The reference is to a self-contained c11n1c at- »
mésphere whére everythlng is readily at-hand for
the ambulatory patient's-ease and comfort. Bill-
collecting were designed to be' din“a ,cen-
v tral lo . In reality, outpatlent care 1is w1de—
ly dispe d throughout the teaching hospital, a -
fact which psters 4 wish by the departments. to
cqntrol theirNgwn billing and collecting. Ma
renovation and health delivery program consoll~
dation would have to take place before a "Mayo"
- ¢ould be repllcated .

o Most of the inpatient and Outpatlent care
takes place within the hospital contlguous to the
medical school. The practice plan is seeh by the
hOSpltal Director as advantageous to the hospital
since it keeps the "hard money" budget under com-
trol by providing support for clinical faculty
salaries. (& oximately 59% from such sources
as Medicare-Part\A.) This share qf faculty com-

. nsatiaon is for’ "aerv1ce as well as for super-
vision of house#taff who are’ paid entirely by
the hospltal

L4
viewe'es feel a solid
a single clasgification
1tallzed and ambulatory
oth private and referred

A number*of the int

* - move is under way towak
s of patients for both ho
care. As-it stands npw:

s
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patlents .are present as .are segff
cause the hospﬂ:al does no# .charge
type for profe551onal fees, e. g. Med

are Part B,

51gn1f1cant potentlal revenue is lost. Fiscal
_staff of the medical- school have estimated that,
with. a sxngle private class of patieng, income

might rise 40-50%. o \d

Extensive anciliary sefvices are available
in thg hospital for the patients’ of plan parti-
cipants; however, less and less use“is made of

.the services partially because thelplan s members-

have- the option outside labs.- One chini-
cian stated t&azt?‘useébpital does not account
separately for suchHe ices provided to out-
patients; such billing is "locked" to inpatient
status. .There was considerable enthusiasm. ex- -
pressed that the groudp operating under the plan
might take qver respon51b111ty for the OPD and
the anc1llary services, in which case a fee-for-
service system would hive to be developed.
Malpractlce insura toverage is prowvidead -
‘totally by the hospital to all physicians (plan
part1c1pants and volunteer staff) who treat: -
patients in‘that setting. Thls_coverage has
been on a self-insurance basis since November,
1975. ,Contributions to tlie ppol have been at
the rate of $2.5 million a year, and are, for :
the moment, generated from third party reim-
burse nts. There was some concern .that hew
Medicare reg lations may disallow this practice,
and should that happen, much,. if not’ all the
cost would be tftansferrxed to the plan. (TQe
new regulations have in fac¢t limited this prac-
tice.) One cljnician hoped the coverage would
remain with the hospital:to’ induce the - -facility.
to provide "quglity" patient care. .Although the
plan members gﬁe the-hospital's covarage of mal-
practice insugance as an invaluable fringe bene-
fit, some do not quite believg its existence
since no official certificate'or cumentation
has yet been provided to the prac itioners.
(ThlS 15 understood to ke 1n the works.) . °

. Qne administrator at the echool cr1t1cizqd
the cqmpllcated and unnecessarlly divisive"
systeﬁ¢of "chargebacks .w1th1n the’ Center. The
schogl, for example, rents research s%ice fory

GU'_c
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its cli 1 faculty in e hOSplt;l Most. practice cen-
kers at thls institution, "in fact, are charged space rent

) by eithe’r school orx hospital.. There is uhder consider- .

-

ation a department Space charge regardless of where it is |
located - .

3. Billing and Cbllectigg
Billémg and collectlng procedures elicited

the most tspoken oriticism among the inter-
viewed clinicians. The system is as follows:
charges for_professional services are developed
by the phys1c1ans, either as individuals or de-.
partmental groups; they are submitted to the cen-

- tral billing office for recording and mail out;
. the bills are rendered'in the name of the physi-

Z(.- cian who receives the payment; receipts are de-

: posited with the billing office; when the initial
bill is not paid within a reasonable_period, the
physician or his department makes the decision -

. as to follow-up billing or 'whether it is uncol=-’
‘lectiBle except through a collection aqency.

This system has led to a number of ineffici- |
encies. The institution's omtside auditors ve
criticised the scfool for unsatisfactory cagh
control procedures, mountlng accounts receiv e,
inadequate policies regardlng uncollectibles,
lack of a central cashier, and poor control over
the physicians' courtesy discounts and fee wai-
vers. - .

. i . I3
Adverse comments from the: faa‘lty stem ,
partly from.distrust that full patient fee pro-
cessingsservices are not, provided by the central
. plan office. ' Many faculty members apparently
. fear that funds collected from them will not be
credited properly to their accounts. Further,
they complain of numerous mistakes and inade-
quacies within the computerlzed system, which
generates .excessive data beyond what the Eﬁyslc-
ian needs to know on hi collectlons.egyhese
b

. concerns have led to widespread doubl ook-

- keeping. Plan members are irritated b what
appears to them to be an unjustifiably high over-
head tax imposed by the central administration.
Nevertheless, departments must maintain staff to

'~ prepare third party billing. They see the system °
as cumbersome and impersonal, and to many the
only solutjon is to decéntrallze the total billing
system to the departments.
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e

‘thé school management to use their patient earn=

——ar
e

Income Distribution

- .

The Bule* of this practice gian provide\zar
an "incentive" supplement beyond an institut@onal
bdse salary. The Supplement must be egrned ~how-
ever, and is subject'to an absolute ceiling. Al- .
though' it Ras been said that fewer than a dozen
individuals reach t#®ir celling, there is.general
distaste for a fixed ceiling.on earnings. The
following reasons were diven by the phy51c1an in-"
terviewees: .

(4

"Some of the~faculty who neach the1r .
ceilings hold back bllllngs untll the -
next flﬁcal year.

» -

.,
It is a’recruitment disincentive -- al-

|
|
though at present’' the ceiling is high
enough to preclude ny reaching it, it |
does remain as a p ychologlcal barrler. ‘
As the. patlenr population grows, it dis-
'courages the faculty member who iis ap-
proachlngkhls ce111ng from taklng on a
greater service load.
From the department*s stahdpoint, the I
ceiling's ‘effect on genergl departmental
revenue can be grugial if it leads to.
curtailed patient-billings for those
faculpty ."bumping ceiling."”
4 A number of c11n1c1ans 1nterV1ewed however,
seem 't have accepted their own level of "genteel
poverty", sacrificing large gains outside the
school. To them, the‘presence of an: earnlngs
ce111ng means very little. The1r focus is more
on the academic nature of the 'tnstitution. In
fact, to this eroup, it is quite legitimate for

ings beyond their own compensation in ordér to
help the total school achieve its goals.

There is significant criticism from the ad-
ministration of the variety of departmental for-
mulae for calculating the individual's "incen-
tive" compensation.. The formulae change q;ite
frequently and it may be difficult to reca the
rationale for a particular distribution scheme.

-
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‘Such dlver51ty weakens faculty morale and fosters
suspicions of inequity.

‘ The department chairman has great latitude
- .in Hetermining the manner in which his depart-
ment's earnings are spent for non-salary/items.
There was' some feeling expressed that intra-
depad tmental units should have greater voice in
dete mining the-use of the funds they generate.

A major problem relating to salary and
fringe bemnefits was evident during the interviews.
Although a broad liberal benefit package now
. exists within the institution, there are a num-:
. ' ber of faculty rgachlng refyirement ‘age’ who start-
' ed their career dt the school when such. frlnge
‘benefits were comparatlvely meager and who “conse-=
quetiely have accumulated little in their retire+
ment anﬁdlty. Long under a geodraphic full-time
. - system, this school until recéntly provided token
' base sdlaries, while it allowed unlimited re-
tention gof pgfttice earnings. Institutional con-
tributions to regiremert for individuals with
long_serwice would therefore have been relatively
llttle. .
/ . o’ 7
5. General Membership Attitudes, Pr;grammatlc Con-
.qcerns and Self-Assessment )

- This institution has had a long tradition of
mndence upon volunteer faculty who have full
itting privileges to the major teaching hos- .
v Ppisal. Gradually, tRe ‘small ‘nucleus of full-time
, faculty expanded, an as a consequence, the de-
Ve pendence @n volunteer staff diminished, but they
have nevertheless remained.” There was feeling Y
among the olinicians ;n@erv1ewed that such a
system of volunteer appointments to the degrée it
exists today, is no longer appropriate. . .
These views and the reasons for them. can be
- summ&rized as follows:

a.'* The presence of large numbers of volun-
teers “subverts development of a good
internal medical referral base, as many
on ghe full-time staff refer to non-

L faculty specialists on the outside. At
(; ", least one 'group of full-time faculty
9

i

]
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practitioners has the view that the
. group.should function more interdepart-
? mentally, but, because of the lack of )
. internal spec1a11ty coverage, they must
* - refer to the outside volunteers. As a -
result potential income to the School
is lost. ¢ ’//F

b. With admitting privileges to the hos-
pitd‘ and malpractice insurance protect-
ion, the volunteers have "free protect-~
ion" ‘paid by the hospital, and without

. - impesition of dn earning ceiling,

» Although there'was,adverséSfeeling toward
the volunteer staff, it was the view of one .
prominent c11n1c1an that this "town-gown" pro-
blem should "come to a head" with the app01ntment
of a new dean. He commented that S:ny have' goéd
academic potential and, under the ght circum-
stances, some may want to join the full-time
faculty. ) .

. L

The fact that the deanshlp and several de-
partmental chairs havé’ been vacant for some time
at this School has led to a conspicupus absence
of lq}de;shlp in many policy making areas includ-
ing operation of the practice plan. Such a _si-

. . tuation appears to have aggravated mutual-dis- -

trust between business officers and faculty
practitioners. of the clinicians were
viewed as far 'too "avaricioys" and lacking the -°
School's best interests, while the business admi-
nistrators were seen as eager to "fmilk" practice
revenues so that administrative needs coyld be
met. '

LR |

Not only did communication- between these
two groups .appear less than ideal, but.communi-
cation among the full~-time pract1c1ng faculty
also seems to be inadequate in some respects.

The new chairman of the plan management. advisory
committee, in particular, notgd this problem,

N

Krowledge that there are“inrome distribution

formula“variations among the departments "and,
withif departments, among organlzatlonal units,
seems to have furthered suspicion aof.special
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privilege, the site visitors observed. . Many
Faculty have no knowledge of the source(s) of -
their compensation. . v

Ed
<

To several of those interviewed, a-practice
plan should reflect more than dollar flows. It
is viewed by them as a way to preserve sonmne sem=-
blance of program perspective and balance and
should include a clearly stated set_of objectives.
Such objectives are not written at this institu-
tion, and a formal self-evaluation process does
not take place., Each individual involved with

the practice plan has his own view of what the
plan is and its purpose, as well as what the plan
should be. Frequently, as this site the two .
focal points -- income generation versus program
_control -- were found to be antithetical. The
views paraphrased below serve to 111ustrate th;s
dlchotomy.

4

f\\m--—“

"It is unfortunate that the gplan has begome .
., such a major funding source as it interfetes,
+ with more scholarly pursuits."

"There is a basic prohlem of maintaining
strong academic environment in this inteanse
. practice setting.” ’ /
fo8
"The plan is an important financial operat- /
ion., 1It's ghe only thing that's growing.
The institution shouldn't be too greedy
about diverting money to institutional =
support,"

"The plan should be a professional, organi-
zed alth' care delivery scheme, taking into
ac t such 1deas as prepaid patient con-

tracts," . »~

3 "The plan should provide a pla to practice

in the institution and at the g:ahhgime

" should make the practikioner feel re a
part of academic life -- a natural trade-off
wowld be less income." ¥

\

"A plan should provide the means to attract
.and.pay for full-time.faculty and is an eco-
nomic device to stablllze school and depart-
mdntal resources. ;




"A money-maker for the institution.” .

"The plan is so structured that it ehcour-
ages a 'treadmill' of service commitments
/ which are difficults to keep up with." .

"Under’ the-plan and its administration, not
- enough attention is paid to such vital

issues as finding ways to improve the pedes-

trian ‘issues of billing and collecting." )

i

Team Obsérvations. . T e
During the series of interviews, a numbér of
striking observations came to*light which partly
reflect igdividual attitudes as well.as conditions
found to ist Currently at the insgi&ption. J
These ar follows: T
-
a. Search is under way for a new medical
" ' school Dean;. the Acting Dean .has been
functiening for less than a year; seven
departfiental chairs are also.vacant,.
b. The management advisory committee for
the practiece plan had, until recently,
not met since 1971; it is currently
headed by a new chairman of a large,
active clinical department. '

c. At ,the initial recent meeting, the ad-
visor¥y committee identified three pro-
blem areds for further study by suls
committees: overhead costs, pati*
billing and program.

Duplicate record keeping and redundant
_accounting procedures are apparent in
some adreas. Very limited service is,
now provi&ed by the central billing
‘offjce. N ' .

N

-

‘e. External auditors have been critical of-:
the Yack of cash control procedures in
N the billing operation; the amount of
accounts$ receivable ha%'grown steadily.

f *. - ‘
'f. The Department of Surggry generates
abo&;-half of total‘plan revenue.

N ]
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PN

. praotltloners.'

' . b
Under the. plan, the practltloner is not’
obliged to obtain laboratory services
from the hospital for private ambulatory
patients. As a result, there is con-
sideérable’ lost revenue tg;tgg/hospital

Charges for profess1onaliserv;ces (Part
B) are not- rendered fot nop prlvate'
patients.

4

-
- .

The Acting Dean "stated that "the Assoc-

1ate Dean for Business runs thg plan."
>

The mainst3dy of ambulatory téaching - a

nucleus of seven faculty in, the Depart-

.mernt of Medicine =~ was outspoken in

criticism of the presently constlguted
plan and its opération and had made -«
veiled threats of departure as full-time

_faCulty.

' Some mistrust by clinicians of the cen- .

tral billing office appears to emanate
from an earlier experience in which a .
responsible administrator from this
office was found to have perpetrated .

fraud.

There is physical dispersion of patient
care activities throughout the Center
which seem to make a central billing

and collection operation impractical.

Until -very recently fringe benefits were
associated with the salary base.only and-
the base itself was frequently little
more than a token amount -of total

compensation.
]

?

. There 'was expressegfill feeling by the
. full~time cllnlqal faculty toward the

large complement of volunteer faculty.

Dlssatlsfactlon with an absolute celllng,
on individusal earnings was. w1despread,
but there was some difference in per-
sonal view between the more "scholarly"
clinical faculty members and the "pure

’

~
.

.’
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. P. A recent ddily hospital inpatient cen-
. sus revealed that 55~60% of medicine
and surgery beds were assigned to staff
patients. -
- \ fn;u\ 4
s+ 7+ - Conclusion
! ‘. o e
. At this site, the praotice plan as it now
operates, has led to a number of problems. Most
of them appeared to‘be,transitoryl\phe result, of
large scale staff turnover and vagancies. There
oL appeared to be several possible alternatives for
' *\ 'solving the thorny issues relatMg t® billing,
collecting and accounting. One positive sign is
the reipstitution of the Management Advisory ,
compittee, which is expected to establish gegular
communications between business staff and faculty
practitioners. Th€ majority of faculty and staff
appear interested in improving the present situ-
‘ation.’ ¢ e
~
Case Study #2 : y

*r

4

~

€

&

’ , A, Institutional Chéracﬁeristics Relevant To The

-

¢ Practice Plan ' :
s . ¢ . ‘ ‘
This ia a long-established urban-based public insti-
tution in the Northeast which has approximately 300-
member full-time clinical faculty with the interest, time
--= and freedom to promote €kcellence in patient care, teach-
ing, research, administration, and academic Mgrowth., The
+student body numbers abbut 1,000 undergraduate and grad-
uate medical students, and approximately 150 pre- and
post-doctoral candidates in the basic sciences,
: : N . .
Limited financial resources provided by the State
for faculty salariés are not sufficient to attract and
keep a body of competént clinical faculty. Arrangements
. have been made, therefore,” for the opportunity' for facdu-
.1ty, through private practice, to provide additional re-
- sources for their pdrtial support and for strengthening
the.institution and its individual departments. This
. private practice takes place only in the University hqs-
3 pital, ‘and in affiljated clinical institutions, under
~ -arrangements stipulated in the-practice plan.

The table on the following page presents variables
over time that are pertinent to this case study.

, 52 v
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" * Rounded to ‘nearest twentieth

**Dollar figures rOunQed to nearest ou‘sgg ’
***pdded $2 P23 of-general universi fun ?nd $2,151 of hosp;l.tal - teaching . |
i of general universlty’ fypds and"

clinic fuhds #n 1971/72 and, fé,

*56,406 Of hosp tal - teachma clinic funds in 1973/74.

-

‘-- - TABLE. 4 - 7
A ~ " Stati tical Dgba- - 1967= 76 B
I atistica ﬁﬁ\ v '
S v ™y ! - PAS
. s . & by .
' 2 N _ - ¥ N \
I . Y. 4 ot Sl & MR
! \ 1967/78 1969/70 4 1971/72 1973/74 * 1975/
T » N - . e .
. ! 6 Sy < - -
r Undergraduate Medical Student* 500 560 580 + ¢ 680
d House STaff* : - . 240 269 300 W - 360
o -, oS . s
“‘%l-tlme clinicail faqulty* w. rao 200 }'0 220 . 280
-~ ‘ « »
Full-tipe c_li’n'icapl faculty at . e , -
Associate Prof. and abov.e* ot .-, - ﬂ fao BDT_( . 120
Total clinical volunteer faculty* ""- - 280 s 3 * 360
fhotal regular operafing tevenue’s*** - 16,643 ‘ 15;029**; 20,2
Medical practice plan revenyes** - 1,048 1,423 2,324
4 , o .- ‘ . . 'Y
> Sponored research expenditures*&* 4,840 5:526 5,286 , 5,973
. Ratio full-tlme c11n1ca1 facubty to * ° .
- volunteers . T - \.8 .7 -
|8 of Eull t1me clinical culty %t " A
}, rank:of Assqciate 'Prof. and_ above o=t - 4 35.9% ;//7.75-.'5
. ) vt
$ Madical pract;.sz plan sevenues to . |- . a |,
total operating revepue - 6.3% lﬁ% | 25.0%
4 = ~ 4 .' T v T
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* [ . - "o .
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.as Type C according to the AAMC's typology.

v v,

B. .The Plan - A General Deﬁggiption‘Aﬂd ﬁis;éry . .

The medical service plan at this school is clamsified

It was first .-
established two decades ago; following a' period when _ °
faculty were permitted to practice for fees, but~under.
arrangements during-the_1960's that did -not allow for
aquuate.adminisgiation and central organizational con-
trol. _Atthough there were agreed upon ceilings,.there
was the suspicion of violation'of .the ceilings becau§e-o€/}>/’
individual billing arrangeménts. —~ - "

The plan,was deéeioped~hy a committee comboééd of A/

department chairmen,

faculty, a hospital director, and

fiscal officer, and approved by the University Regents
and/the Chancellor. Supervisory management is -assigned
to/the Medical School Dean; there are no by-laws as such, +

bud\ the plan is jn written form. ) 4
*l. Objectives . ; "
. The plan recognize§ ‘several purposes to be -
. ~ achieved: ' . . :

»
-

e: "~ attract high quality faculty to/;each,
conduct research and engage in patient .
care : : ' _
-, ]
permit physicians to maintain tHeir N ™
'skill through practice, in addition to
.o tHe clinical activity necessary for the
edugaftion program. ° :
provideggmeans for all departments to de-.
velop- afld to'maintain an inter-depart-
al balance (personnel, space, fin- o
2 consonant with the medical
school¥s goals ’ .

.

enable plan participangs to be allowed °
"benefits, such as gontributions to re-
tirement systems, healtth, life, and .

. ' " disability insurance, in addition -to
those provided by the state

~
]




B .«..'«q. Organization' - . , - BRI

A

&

<]

¢ A var&ety of arrangements are , avallable for
faculty whe want to participate in the plan.
ere are some clinical faculty who do not parti- : e
cipate, generally concentrated. in the Department .
of Irternal Medicine. -This chairman has resisted o~
structuring "the practice of his faculf#y under an r
instltutional plan. The great heterogeneity i ‘
among his faculty,as to sub-specialty would also
preclude a COncensgs-on plan-strudture. ) . Y
. ' - ]
A Most of the c11n1cal departments have formed * ° s t
corporationg, as allowed by State statute in 1972, . .
and. their ent full-time gllpical faculty are ' . o
included in tsorpbrate Sturcture. These funt-. , -
tion like a cha¥ltdble ttrust under which faculty .o '
fees are "donated", tax-free to the non-profit - o
parent institution. Other departments are or-
ganized 4s partnershlps, while stf11 .Others
frermit faCulty ‘to participate on ,solo basis, .
One department, organized im divi ions, perjiits,- A
-some' of these Thits to form indiv\dual, corporat- . ~ T
,'lons,.«or partnerships, ‘while the . f culty of pother \ “
‘d1v1smons pan§1c1pate as solo practltloners. - ‘ ‘

* . v . 3
N

N ) -

3. Operational Aspects , I e

’

Whatever tQe organizational sttucture, the e
medical service pPlan has the follow1ﬂ§ features: . f*. ;7
. ' . I A
N o/

a.- Facilities - space and equxphent - for
¢ he pant1c1pat1ng physicians .to prac- . . -
(Slce are provided by the University ' ) P A
, ospital or afflllated institutions, 3 .

_ without.charfe«to, the corporation, ' . -

' ‘partnersh%p,.or solo‘practltloner. v 3 ,”
. b.  The profe351on@l fee income &f the pﬂ ‘
) .ticipating group includes all the fi ‘ ' .
' generated bg the participating memb "
Each group etermlnes its own fee stru¢-
ture. X .
v ' N f - ' = - :&" .
R SR SRS o
- - :w" \’ ) . , .
1‘” .*. . ’ . - .
- A Nt - .. - -~ .
[ . P s b ”“- . [
h - 5;5_ .' ’ ' 3 1
$72 , '
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. From the pxofe551onal fee the fOllOWlng

income are deducted
6

the ordlnary and nececsary expen

incurred "in earning.the income,

. ciuding thg cost/of'professional
‘ liability insurance not bcrne .by

(1

ses
in-

the University Hospital'

{the Hos-

pital pays 60%,

the individual pays

v . to pay *or‘ﬁepartmgptal reséaxch,

"~ 40% of the insurance cost)

%the additional’ income, termed -’ ‘ever-
practice", permitted to the indivi-
dual members of the plan over the
member's basic salary, and in ac-
cordances with the compensation
'arrangement made éach year {or each
faculty member. This’ arrangement,

. recommended b§ department chairmen,

. . but requiring approval by Deahk and

Chancellor.,, deterniines the basic

amount to k¢ paid each fhculty me

ber from ytate funds, and ‘the addf:
tional in to be' allowed the
faculty menber from the: income of

p the participating, plan (or from

othet activity, such as research-

grants) : o

(2)

* : [

,H(B}\t‘hehcost of fringe benefits in addi-
. -to those pa1d~by the State. . *

ac
The balance o‘ +the profe551onal fee 1n-
come is d;strlbutedlas follows-
el
(1) 50% to the departments, ,to be used
books, minor equlpment, travel, and »
_'such ‘other expenses &s approved by
. the Dean. - .
:, ' . ‘
20% to the Dean~ngund to he used
for institutional and faculty deve—
lOpment . Sy . \ )
up to 3)% ¢f the ramain funds ‘may
.~ ° be paid to the faculty as incentive
* overpractifce income, suhject to the |
, concurrence‘ Dehn arfd Chancellor.

| n)

'}




Finances

ke

At year's .end, all.remaining profess-
ional: fee incpme not disbursed, is paid
into the University's account; there is
no carry-over of funds from one year to.
the next for the benefit of the pdrtici-
pating members. - -

Each pdfticipating groip maintains its

"own billing arrangements, management

procedures, and ‘#ecounting controls;
however, the accounts are subject to
audit by the University Busingss Office.

Yy ) . !
- A five-member Supervisory Board '‘oversees

th® plan, .and is empowered,to’makejzl-
commendations to the Faculty Board v
mo’ificatjons to the plan, or its con-
tinuance.
prised of three faculty (two clinicians)
elected by the Executive Committee of
the Facylty Board, the Dean, and the
Directo_ of the" University Hospital.
‘The Supervisory Bogrd, according to the
writtenplan is to mdet at least four

‘times a,year to discuss and review the

plan's operations. The Board's review
of the plan and change recommendatjon’s
are to he imade to the Faculty' Boafd by
Octobér 1 of each year. -

LA
.
&
N

L4 -

Annually, the plap yields about $6' million
total revenue.

Of this #otal; faculty income . '

from*allowable, over-practice and incentive may

approximate 3235 million, the departments' deve-
lopment ‘funds may receivé about.$1 million; and
.the Dean's fund $500,000. L)

l&he foliéwing Sta;gmeag‘of Operatiols re-

flects’ income and expe

ses undet this plan for

a recent ®ix-month time period.

Y - . e

‘
f

d &
,- N . - . L.
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) 57 . ~
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The Supervisory Board is. com-

.
.
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v
-
- : . .
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TABLE 1

»

’ STATEMENQ OF OPERATIONS

gix Months - Jan. 1 - June 30 1976 N
(Figures rounded to nearest thousand) .

‘A

Income (net after'interraccount transfer) ] $3,132
. ; . . . — "
Expenses .
Salaries (Professional Overpracﬁ&ce) 935
Non-pro§f551onal Salaries ~ . 133

-Fringe Fenefits & Payroll Taxes - 284

Malpractice Insurance 22 .
Dues, Licenses, Publications & Subscriptions 9
Travel - TR

Outside Services \

‘AcceﬂNFing & Legal 725
Office Supplles & Expenses , A - X2

Other ) v

r

Sub-Total ‘ " . 1,895

Distrihutions . - 'T.
g:an's Funfi \ . ! 239
, partmentfal Develdpment Funds - 553
= Incentive jOverpractice - : ' 342
. 'y TN .
et Operatlng Balance - Six Monfhs Ended June 30 1976 = )
. a ’bl 5103 PLIE

’
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Team Observations . s

A review of the plan as it functions was
provided in discussians of one hour each, with _
the Dean, his Associate' and Assistant Deéh the
University Director of Business Services, the | .
Hospital DiMpctor, the chairmen. and plan
directors for six clinical @epartments, and the
consultant to the medical service plan. '

N\,

The following picture emerges, of the plan

in operation: .

a. To-date the Supervisdry Board has not
functioned as the plan stipulates--
' few meetings, no plan modifications re-
commended, and little communication with
. the Faculty Executiye Bbard. Generally,
this was seen by e interviewees as an
unfortunate situatfon. The view was
expressed By one inical“chairman who
felt that the Supervisory Board, even
though meeting irregqularly, was "Dean-
dominated" and thats the less they met
.k the less likely-th would disrupt his .
N departmental planzezkxqe:eral view was
- that this Board was not™as broadly re-
‘r\ . - presentative of the clinical disciplines-
' ' nor the rank and file faculty as it

shougd be. L o

b. Incéntlve practhe incoMe is generaldly
disbursed in“thé manned® decided upon
by the depar:ment chairmar. How-
ever, not all plan dlrectogs understand
that the Chancellor's approval is re~

. qulred of the incentive income allowed
4 “partlclpatlng faculty. :

c. .The 1nformal ‘arrangement with the Dean
o =  for dlscu551on and approval of items

. Ry

v t¥at could be® included in the cos? of ’

pracblce, leads to lack of\unlformlty
in operations ‘among the. groups. 'Morg-
over, plan operati#ons differ considerr-
ably, 'with .some plans.operating with

2 little or no, directional input by the

Dearn, e;nce hls.e/}plon 1s'rarely requested

N ’
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d. The central administrative structure

foresees.a central billing function.

The participating groups prefer the.

current decentralized system,’ because
of the flexibility it permitsS\in pro-

‘ viding the means for the groups) to con-:

./ , " trol their funds w1thouq close. State

scrutlny
-

»
.

In the interim,

a set of detailed and ex- :

tensive accounting procedures and guidelines

have been developed by the consultant to the
medical service plan. These procedures “have fot
been imposed on the groups, but their development
may be viewed as anr ipdication of management's
dissatisfaction with the current procedures -and
controls for some groups. One hoped for result
of this manual will jbe to establish'consistency

.in the treatment of "cost of practice items.

Further, the departmental groups have been ufged
to 'seek outside legal and CPA consultation on
billing and collecting, and various Federal tax
consequences.

A general consgnsus also emerged from dis-
cussions with various members of the faculty and
staff:

]

.® The clinical chairmen were in favor of the

plans' continuation; it provides the means
for. attrdcting faculty sinc¢e the State pro-
vided salaries are not competitive. There
is also general agreement that the irncentive
income approved by the department chairmen
should be. awarded to ‘faculty. For sgme de-
partments  this occurs uniformly, with the
incentive payments disbursed to the faculty
without waiting for ¢the Dean's or Chancellor's
approval. Other departments operationally
pwait' the Chancellor's approval.

@ The overall pPlan is beneficial to the in-#
stitution since it assures some control over
"faculty time to insure the requlred involve-
ment by the.faculty in the school's educat-
iopal program Purthermore, there is con--:

& fderable income disbursed, to the depart-

frents and to the'Dean, ptoviding the re-

-

™
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sources not available from other sources.

Individual departmental plans make possible
total qompensat{fg\levels which are advanta-
geous to the facylty. These levels are not con-
sidered to be out of line with the total com=-

‘pensation levels provided similar indtitu-

tions. The addltlonal £ ge benefits are
included as cost of practice expense, and are
therefore not included as taxable income of
the practicing physician. This procedure,
however, was the source of expressed concern.
The great variations among. the departmental
benefit packages, which were felt to result
from "too many verbal commitments", has led
to some dissension. There have been recent
efforts to achieve more uniformity.

r
One chairman expressed the concern that pro-
viding the Dean ahd the departments-with a
share of the professional fee income may be
construed as fee-splitting, on which no in-
come taxes are paid. The departmental plan
director suggested that there does not
appear to be a recognition of this possibi-
lity by the Supervisory Board. Other dir-
ectors, however, viewed this sharing of income
as payment for the services provided by the
Hospital, as payment for the affiliation of
the plan with the medical educational insti-
tution, and as a contribution to a nonprofit
institution.

The unpredictable nature of total earnings 1s
A concern to some, particularly the mor%
junior faculty. :

Dissatisfaction was expressed with the level
of responsiveness By the central campus busi-
ness office to.general academic needs, in-
cluding those for practice plan operations.

. SIbw prdcessing time and unnecessary and

cumbersome purchasing and personnel pro-
cedures were‘plted as examples,
4 s

6.  Conclusiorns _ r

- t

Some, aspects of the operation of the plan need

‘-

A
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‘modification. More direct and mutual, /involvement
by the Dean, department chairmen, and plag,difec-
_tors is needed; movement toward modifjication asr
"syres its continuance. There is qro/lslon in the
plan's writtentdescription for an essment to
be provided periodically by the Supe Vvisory Board
of the achi®vement of stated objectives of .the
plan.' There is little ev1dence, however, that
this is be1ng executed. “

;e

CASE STUDY #3
v .

-

A.' Institutional Characterlstlc§ ReleVant to the
. Practice Plan

. ThlS is a Southern, urban-based prlvate institution,
. in its second centennial. A reputation for quality
medical education, professional excellence, and dedicated
health care has established the ingtitution as a patient
) referral center for the State, Region, and Nation: The
. - clinical full-time faculty of 260 is augmented by about
400 volunteer faculty; the student body is composed of
630 undergraduate students and house officers and about
200 students in pre- and post-doctoral programs. The
University héspital has 500 beds, the cllnlcs have an ’
average of 15,000 visits a month.
-
Payment for patient care provided by the full- time
clinical faculty under ‘formal billing arrangements is-
a relatively recent phendmenon. The formal practice plan
- proceeds help £o provide tﬁ& means for the institution |
. to maintain ifs educational standards by attracting ang
keeping facu ty committed to bbth quality eHucqtlon an
community s€rvice; contributing significantly to the
's current strong fiscal pesition. Faculty
pri¥ate practice takes pld¢e principally.in the Univer-
sity hospital, and to a-considerably lesser extent in
afflllated settlngs, but all -under ar;angements stipula-
ted in, or with approved-exceptions to, the formal prac-
tice plan. The University hospital does not operate as
a closed system, but referrals: to,. and patients admitted
by the full-time faculty do predominate, accountin for,
85~90 percent of all issions. The practice group as
-a formal organization'does not have a central patient
referral system. The follow1ng table presents varlables
over time that are p rtlnent to this case study

| " o~ .ﬁ . o . . '\\
' .62 Lo
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TABLE 5 -, - . .
T Statistical Data®. 1967-76. - -
- \ . - .
L - . < -
- ~ _ & - bl
. ! - 7 .
d ) "'1967/68 | 1969770, | 1971/72 | 1973/74 | 1975776 :
Undergraduate Medical Sttudent* 220 . 240 280 320° 349
- . -. » -
Housef Staff* ! 220 220 . 260 i 280 360 .
Fuff-time clinical faculty* 100 120 160 240 260 !
Full-time clinical f/‘aeulty‘ at - .J) ) N ’
Assocrate Prof. ‘and above* -- - % 30 100 ° . 100, '
Total clinical volunteer faculty* -- ‘ =- (] 340‘ -380 420 —, s i
Total regular operating revenueg** R $4,179 + $6,756 $9,190 $15,783
- . -~ 1 -
Medical practice plan revenues** §773 $945 $2',658 $3,863 |S 9,686 s
Sponsored research expenditures** ss 335 | 56,095 $8,006 $8,599 $11,187
' \ .
Ratio Full-time clinical -faculty. to . : - | )
volunteers -- -- .51 .61 .60
~ p~ - 1 .
t of Full-time clinical faculty at ) . ) . e -
rank cf- Asseciate Prof. and above’ ~-- -- 44.97, 42.30 43.43
° — 'Y ~
% Medical practxce plan revenues to - ‘ . i e 7 T Y
total ogeratlng revenue ¥ » - *22.62 39,34 42.04 61.37 N .
» ) S 2 4 — %
*Rounded to neqr&St twentieth ' ..
. ' R 7 )
**Dollar figures-rounded to nearest thousand oL v
\ ’ , .
, ' - e
. \ ' . ~
o« v * * ¢
' . ‘ 4o . . Y
- * - o0
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B.‘ The Plar{ - General Descfiption gd Hiétory'

, . ring to the -Hpsition of the Vice-Chancellor. At.the
'/ The practice planitespons1b111t1es pf each are. now
" the by-laws of ‘the practlce plan.

" operations’ are approprlately carried out. The Dean (arg

' compensation, as well as res

The Institution's profe551onal practice plan 'is clas- .
sified as Type A under-the AAMC's clasgification system.
Until a decade ago clinical faculty involvement in patient
care was viewed, as necessary solely for the educational’
process, Relmbursement for such services was haphazard
It was possible to maintain this situation while fiscal
resources were sufficient to provide agaquate compensa=
tion gor the faculty. This chanaed, however, and the
need for draw1ng upon patient fees to help pay the ali-
nical faculty led to a study by a faculty committee of
practice plans in other. institutions. The interim plan
that emerged from this review permitted considerable
wvariation by.departments in the charges for overhead.
‘Moreover, the scheme for the faculty's sharlng in the
‘practice i ome permltted somé excesses in dlsrébard of
the institulgon's over-all obgectlves.

e
‘b The current plan’is wrltten as a set of by-laws,
apprgved by the University Board of ‘Trust im 1975. ~At
that time, the Vice-Chancellor for medical affairs was.
also Dean ®f the Medital school.:- Phe wrltte{plan, . )
therefore, in referring td the duties of the Dean in re-
lation to the practice plan, was at the same time refer-

present time t re two officidls, a Vice-Chanc llge -
for medical affairs, and a¥Dean of the medical scho®l.

-clearly del{peated in documénts and committee proceedlngs
which $upplement, but have not been J.ncorporatQ 1nto,

@ e

The Un1Ver81ty Chancellor has delegated admlnlstra- @'
tive authority of the practice-plan to the Vice Chan~
cellor for medical affairs; his function is to. assyre
that collecti‘bns are properly accounted for, ‘and that ? -

Department .Chairmen) ‘are responsible for the expénditure’

of fﬁnds, other than ‘the amounts allocated to the Vice-

Chancellor's trust fund, under the terms of the practice

plan, with guidance from the Governing Committee.

The Dean has control over the.individual faculty member's -
Son51b111ty for the medlcal ,

school budget. . d '

"o >
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. R Objectifes e : . o v T .
The,  plan recognizes seyeral, purposes to be ‘ .
achieved: == e T .
‘o "Assist in the meaica{ school's growth’
. » " and development, 4 . & < %
- N ‘ . P - ¥ L.t .
® - Advance patient cgre standards' ih the -
. ’ universitY.pospital and clinics, in=~ R
. * ., --cluding the development of improved -
e, e - health cdre delivery, systems €or re- -
) .-y '+ duction and ontrol of health care
g ‘costs. . ) - . . .
- " N P e e o - -
. ® . ’'Enhance opportdhities‘fgr faculty to ~'}
‘ conduct clinical research, and pro- .
o, <. . . ol '
. vide an'adequate patient populauion o )
- x the institutioﬁ's~educati9na ¥
needs. ' : o ¥ _
. . . . "y N 5 <
fa 9. Defifie and standardize the- conditions ,
- . undér which the institution’s faculty ' ° :
¢ ¢ ©€ngage in and are reifibursed for -pro-
v . fessional practice, in accordante with w
. . *  the educational,’ research, .and service,
’ ' responsibilities of tge institution,,
. 1 ’ - [ " .
2., Or%anlzatlon. : % e
L uThg affgigs of «the pfpfessipnql pgactice )
pPlan -~ policy, budget and use of funds for con=- R
struction and renovatidén .of clinical facilities, i o
}nterprqtatidn,oﬁ the by~laws and plan ptovisions, s
and other matters brought by plan participafts -- X ‘
. are reviewed.by a committee, which is advisory -
to the Vice-Chancellor. The Committee is. com= ‘ L
"« posed of®a chairman, a}l clinigal de Artment - ﬁ‘“
" chairmen, five elected plan p ticiﬁgnts and two ‘ ..
- appointed By the Committee chairman. "Ex-officio ‘LT
~ Cormittee members are the Vice=Chancellor,. the L, .
~"Dean,, Directors of yniyersity Hospital and affili-
ated clinjical iﬁStiFﬁtlthv and the plan's -~ = . .
Business ‘Manager. * . V' T e, )
X s . °’ , . 4 . - "
. 7T A . " -, .
L .The Committee méets monthly, and the meetings
v are n o all plan participants. L ‘ ) ;-
N . :‘. R A ' Loy L ,ﬂ . .
, A subcommi;tée’qf the governing Committee has - - » L
“ .r—. - f . . B ‘\. "' 6. . ‘,
. N . ’\-‘ . - ] ) ) w e
o, 785" T e o .
. ‘, A L. } I3 " N v . 4 a-‘
.~ - s - ’ ! . - .
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, - ment Chalrman and the Dean. Frin

ﬂcon§ucted by departmental groups, partnerships’

been’ appointed to review ‘the operalibns of the
practice plan, and makerréﬁbmafndations for
ghanges. , . §

The plan ope ates through the c11n1ca1 de-
partments, with th® business arrangefents of bil-
ling and collectlng of fees centralized under the
plan's Bus;yess Manager who reports to the Vice-

Chancellor.) There is one department/-- psychia-
try -- which is'permitted to bill and collect

fees outside the central system. Also,.all full—
time faculty whomgsee patients at the two affilia-

-

.ted hospitals bill outside ‘the central system, ~

but turdkthe collectlons od&r to #ffe plan s ac-
counting office., . S

About 175 full-time clingcal faculty,: repre-
sentative .0f all the. c11n1ca]id§partments, have -

.signed the formaI agreement indjcating acceptance

of the plandsgcomnditions. Squ a_ signed agree~’
ment is a coﬂgltion of employmént. Practice is

olo., .
‘ - . N ,\‘.’. )

~

or
\

>

Operational Aspects = s
<

SO
All fees earneg'by the plan memb%rs are paid
over to the institution, and are disbursed i
accordance'with the ‘features of the plan. I
principle, fees for professional services are
fixed by the Governlng Committee, hut in- practlce,
the individua plan, member sets the fees charged

N

"‘for services rendered.

Faculty compensation iS'dgtermined'as fol-
lows: . : o

Each faculty niember regeives a S

stated salary, agreed to by ‘the D;gart-

benefits are based upon this stated,
aplary.. The .stated salar is. paid -
Y resqurce available to the
Departm nt. Chalrman, 1nc1uding§the
depdrtment's share of-praptlce fees.®
v In addition-to the stated salary, .
the participating faculty member

.

oc
~

- recelvds an incentive income,. derived ,

J£rom practice, .as détermined by the
) faculty member and Departm Chaﬂfman.-

-

a®

. .
. - ‘ -
6 \
’ 3
P .
. . ) ‘\
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In practice, the medical school Dean

also. approves the amount of 1ncent1ve
1ncomb

£

Groqs collections from practlce plan
operatlons are distributed as follows:
' Ten percent is paid to cover the cost
' incident to the operatidn of the plan

(cenfralized billing and collect1%
primarily). Costs by theé hospitals
andfclinics Yhere the practicé takes
place are botfe by the hospitals and
c%inics, not- the practice plan. .,

Ten percent is paid to a trust fund,
one-half for the use of the Vice-
Chancellor, and one-half for the. .use

“ of the Dean of the medigal school, fog
the strengthenlng of the 1nst1tut10n.‘

® Eighty percent is divided- ketween de-
- ~T-partment -and "the individmalN\facdulty -~
member. This dls’trug&uvtldﬁls not

a based upon the producgpv1ty of the
faculty member in genegating the in-
come. ,The plan permits variation in
" the sharing of this residual -80 per-
cent, within specified bounds- the
most predominant arrangements prov1de
20°t6 50 percent of the residual in-

» come as incentive income. Any.other .

dlstrlbutlon scheme must be approved
. by the Governlng Commlttee.

. Additional frlnge beneflts over those
" based upon the member's stated salary
‘\ .are not presently available, however,

the department's funds do pay malprac-
tice 1nsurance’prem1ums. .

1

\\\Q.g:Finances ‘ . o 4 .

L]

Currently the plan 1siéxpected to yield about
$10 million.' This School and its center, vis-a- .
vis the parent Unlver51ty, have assumed full re-

»

.spongibility for income and- expense. 'The col-

lection rate against net: b1111ngs approxlmates

380 percen
percent.




/ The followxng p1cture e?erges of the plan in opera-
\g tion: °= - _

C. Team Observations

)

*

A reylew of the plan as it functions was provjfled in
d1scu551ons with the Vice-Chancellor, Deart, Hos‘!tal Di-
wector, Acting Director of Ambulatory Services, Director
of Medicine at an affiljated stitution, five Department
Chairmen, three faculty plan,gg
ted members of the Governlngtomm.lttee, and the plan s
bus1ness manager.,. - . .

’ \

' 1. A consensus"was presented on the’ openness un
) “which the plan operates, and the opportun1ty
all participating members to attend Governlng

;o c§2ii?¢ee meetings wnd to receive the minutes”of

pxcegdings. No objection was raised concerhing. .

the™Confidentiality of faculty 1ncome, apparent-
- ly the sdle area of.secrecy

¥

:2. It was also generally eggressed that the plan pro-

vices essential resourc to the ‘'Institution.
General approval .was also expressed of the. use by
~the Departmeit and Dean of patient care income
to strengthen ‘de] artments not hayving such resour-
-ces +and. t6° pay faculty salaries where necessary.
It was made clear that the purposes for which the
Dean uses the patlent care income is not secret,(
A The information is available gto anpy p}an parti-
. " cipdnt who reqUEsts it, alth ul8h there is' some
' difficulty in providing the data, since such
. % - funds are gerged into the general fands budget

e ’ of* the schoo}.” Some dissatisfaction was aired

.concerning. the. funds tade available'to the V1ce-
chanCellor' o ; ’ . - -

" 3. It was generally agreed that faculty 1nvolvemént

‘% o in patient care does dot detract from the essen-

tial- ¥nvolvement in education and\reSearch The

_— + faculty who have showed a disproportionate atten=\

_ ) tion to patient care at the expense’of adeqguate
attention to educatioh and research-are no l'onget
at . the.}nstltut?gn. . '

! 4. Financial reports to %he departments ‘could be ime
. proved, stresging in art1cu1ar accounts

. . PR .
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- . J ;reeeivhgle information in e ily'unqgrstoed.form.
- - f -, . .
' lefering v1ews were express éonqerning the fol-
low1ng' . . ¢ . . .

v . -

. that while  the plan by-laws provide for the Dean
to control “the plan's’ operatjons, in fact the ~
" Vice Chancellor has this responsibkility. ‘ .
® . Apparently, it is not recognized that this modi-
“ f;catlon of -the written plan was- develOped with
) ‘ the full knowledge of all concerned and prior RN
- . * to the time of separatjidh of the functlons of . < T .
/-\>> v Vice-Chancellor .and Dedh, and before a Dean was * '

A l: Seyerél.chairmen gpd,ﬁeculty“indicated concern I -{f

app01nted Other pérsons’ .conveyed the impression
- that this "change" was not disturbing to them,
" and that the, Dean had firm contrdl over the facul- . -’
ty compen®ation and effort distribution; that the - 22
- . Vice~Chancellor had responsibility fdr the health
center, including the hospital ,and clinics wh
the practice takes place, and therefore had a )
5. legitimate dinterest in the plan's operations. It R
' was not generally understood that in the Vice-
Chancellor's view, his jinvolvement with the plan's’

' operations will diminish wheR new university I |
. R . hospital facilities replacing the ex1st1ng fa-
\-~ c1llty ared{in place, 4nd the central business of- ) v .
+ . fice is ful functloplng. -
‘ ?2’. "Hospital 1ruc resources - personnel anq | . ..

fac1llt1e\ '~ made avaidable to .the plan partici~
pants.were not-always adequate[td\the needs. The:
control of the number, salary and fitness of _the
employee for the positiantis not exercised- by the
L clinician using resources. On the other hand, i
RN a and was expressed by the hospital.difector fqr .
‘reimbursement for the use of.these hospital re- |
- dources, with the countérthrust by some faculty .
that the osp1 1 and g¢linics, <laboratories and PR
diagnostic fac1€it1es were fully utilized Qnly
. . because of the patient services provided by the
’ " plan participants.\ It was also indicated ‘that:
chairmen and faculty ould exercise control over.
'pqrsojgel assigned to \hei% prackice aréas by

becomMg more 1nvolved with the university in . c
X . - ., specifyin e unlque reqfiirements of the position . :
¥ - rand ther by gainifg excedtions from the Uni-# " -
‘. . -+ versity'] "procrustean” perefnnel standards ang’ ’
° . M . G» 'i '-.
¢ - oy A .




business operations.:
3.7 Centralized billing and collecting procedures
have ‘improved tremendously over the recent past, '’
characterized by all as "horrenddus". Somé
dissatisfaction is,still preseént, however, with
“wSome expression of the advantages to bé gained if
the individual depmrtments contro d the billing
. and collegting of fees. ‘§t was essed that- -~
better relations with the ‘patients would result . |
than now exist, since the patients must deal with
tn imperson%l office whi%h has no direct contact -
ith .+ This is particularl important, ‘we
‘were ‘told, where patlents have ‘finand¢ial diffi-
culties; the cian or his immediate st&ff
would be aga er fable to mdke necessary arrdnge-
. ments for nt ‘than the central office.

4." The presence of a "town-gown" problem was viewed
" differently. oné faculty member expressed the
,view tHat hospital ‘beds were a critical issue at
the institutiangdnd as demand increases‘ volunteer_
faculty.may be increasingly "fro en of, ad-
mitting to a University hospita severely
v limited bed capacity. He further e1t .that the
peer rev1ew committee composed of medical school»
faculty was being unfairly hard on conmunity
practiticners. On the other hand, anbther fa- 2
., Culty member perceived a lack of competition be-
tween full-time faculty and commurrity, prac=.
‘titioners; ﬁa ulty "and- non-faculty clfnicians’
‘erform complementary tasks (at least .in his ¢
. 'specialty). For hls spec1alty, there is a
L healfﬂy.referral relationshlp with phy51cians 16}
; the communlty. v RS
.‘ - : - < .
) 5. One of the persons 1nterv1ewed strongly expressed-
U;_he hope "that the plan and its Governi Com-
Y “nittee weould beceme less preoccupfﬁd i
. admlnlstratlve matters as billing and’ ollecting-.
. # ¥ should that occur, focus could be shifled to.
qualitagive health, delivery concerns, especially
the plan s operation of the Unxvers;ty gospltal'
outpatlent fac1llty
b

D. Conclu51ons

1

. Vet -
Follow1ng an experience of 'trial and error, the .
current plaq\appears to be well adapted to the needs of
R 1

. v
- M .

e
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,the institution’and faculty. Operational aspect§ have
improved, and indications are. that. further improvement.

is near. The Governing ‘Committee provides a fprum for ' -
grievances. The organiza‘%on of a recent subcommjttee

to review the plan and recbmmend changes offers the pos=
sibility for ‘continued 'responsiveness of the plan == to
'improve health care andf patient well-~being, to:advance '
medical education, and/to maintain thé institution's
Prime.resfurce~ its fAculty.” . . - '

;  CABE STUDY" $4 - "K'
—a ,
A, Insﬁitpﬁional Characteristics .Relevant to Thé
Practice Plan, ' . - <
s . . :

. ‘ a . .

_ - The Institutf%h covered by this.report is a‘public
medical school, part of a university medic¢al center that
includes a school of dentistry, a school of nérsing, and
programg for training of stldents-in the &allied health
professions. For the last fifty years -the medical center
has been. lgcated in arm urban setting, remote from the
campus of its parent university. , The institution ‘is.the
only medical school ipk}he state. ‘

’

.. : S g Co ‘
The major clinical facilities available to the Me- f{

dical.School include’ the University Hospitals (a ‘State
:General\Hospital and a State PsychNatric Hospital), a
oo Zg Hospixal, a-City.Hospital, outpabient clinics, and -
’° veral ecialized diagnostic and trea nt centers.
| ! X 4' i:‘-.\",\ PN
The' Medicgl School ‘enrollment includes about 500 up=- '
dergraguate medi¢al students and 1400students in M.S. and
St Ph . D, progrgms of the basic medical sciences. " The. Medi-
cal School faculty is-also resﬁodsible\for the training
and supervision of over 500" graduate medical ,students,
"and it participates in the tgaching of students of othew
schools of -the medical center. . o
" o The Medical School faculty‘ggﬁbérs about 500 full-
eime members of which approximately 400 are glinicians. .
In addition, ,the alinical departnients utili the ser-
vices of volunteer faculty members drawn fro§~§Fong the
- practicing physiéians in the region. T
9

-

-
- v * .

b ‘ ’ e 3 R .
The affairs dof the medieal school are directed by the
-Dean, in ¢ollaboration with the Executive Fac@lty. The. .
.. Dean reports 4o the. Chancellor of the Medicalﬁifﬁﬁer,and"

»
A




.to the President of the University. The Unlver51ty, its
Medical Cempter, and.fhe University Hosgltals are goverend
-by’'a Board of Regents elected by ‘the voters of the states ‘¢
. .- ] )
By statute, the Medical School mission is the: edu=~

cation, of ,medical students. The school's full-time fa-
culty ysicians, through théir service in the Unlver51ty
Hospifals and clinics, however, play a major role in pro=
viding.medical care to the indigent residents of the

‘statel, The state doeS not .fund the school's research®ac--

tivities, however, a vigdrous research éffort is supported

by fynds from other sources.

. e ' - ‘

. The governing statutes and thérpolicy of the Univer-
.sity?s Board ‘of Regénts stipulate that kpdldént persons
have priority in the use of clinical'facilities. :.The

//’medlcal center next accepts full-paying tients admitted:

»

by the full-time facultyy who'afe contract ly bound to
admit their private patients to the University Hogpitals..
and clinics. 211 patients accepted within the Unlver51ty
Hospitals and clinics are treated on an equal basis, and
part1c1pate ‘in the»MedacaL-Center 3 beachlng programs,

-All full-tlme faculty members of the school are, by
virtue of the by-laws and policy of the School of Medi-
* ciné employed 'on a strict full-time basis; all earnings
from clinical act}v1t1es are~collected and pooled in the
" Facylty Practice Funa (FPF), established by the state
govermment ,in 1959.- Use ¢f the monies in "the Faculty Y YER
Practice Fund is restrlcted to faculty compenBatlon. Q%S"

'

" The followxng table présents stat15t1ts perthé&t to ..
thls Instltutlon . #*
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TABLE 6

. Stafistical Data,- 1967-76 . ;
v ¢ N v
’ : - . ’ +
- ¢
| . i
‘ ‘ ’
. 1967/68 196§/70 1971/72 1973/ 1975/76
_Undergraduate Me,d,icalvstudent: ‘ 340 400 480 520 © 520
P . + . - '
House Staff* " 380 T 340 440" » 56C 620°
. * L 2
Full-time clinical fhculty' 240° 220 320 » 320 ¢ 440
i Full- tlhe clinical faculty at, ) , e i
Associate Prof. and above*’ - - 100 120 180
? - -
“|.Total clinical volunteer faculty* . == oo-- 1420 “« 1260, 1460
Total reqular operating revenueg** -- 3,239 $10,025 §137,599 $15,906
. . . . . -
Medical practice plan revenyesg** $1,974 $ 2,576 $ 2,664 §$ 3,492 $ 3,325
Sponsored research expen‘ditures“ $V6,105 $ 9,940 49 9,2370 . | 510,519 $12,031
T TTTTTTRatio Pull+timé ‘clinical faculty to " . o ‘
voluntgers » - -, - .23 .26 s .31
1 Full-time clinical faqul_ty at - " . . ! . -
| rank of Associate Prof. and above 1 - - 33.02 N\ '88.08' .40.72
% Medical practide plan revenues to - ) .
l total operating revenue - 31.20 - 26.57 25.67 33.48,
*Rounded to nearest twentiédth . * ~ ~
P **Dollar figures rounded to nearast thousand . -
. - ¢
' L] , , ,/ \7; -~
. - ¢ - ‘
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B. The Plan - General Description and*History

) The policy of the stéte,‘hisforically; has been to
peg public support of medical schogl expenditures only
to. that portion of the school activities that melate

' direcgly to imstruction. : Y

* curred in 1974, . . o

. A law, passed in 1959, created the Faculty Practice
Fund as a vehicle for charging, collecting and disﬁ'rsing
physician fees to be generated by the faculty‘hembers of
the Medical School. Until. then; faculty physicians were,
not allowed to charge for services rendered in the Medical
Center facilities. This law made available a new- source .
of funds which allows the school to augment clinical #nd
non-clinical faculty compensation to competitive levels.

The law provides that, with few specific exceptions,
all income derived from the professional activities of .
the faculty be assigned to the Faculty Practice Fund, and .
be used solely for compensation of faculty members of the
School of Medicine. , 7 T

In 1972, bécause bf.dissétisfactién'with the perfor-
mance of the plan during the previous years, Jfalleged

misuse, bf funds, leyeiling off. of income, fa ty'apathyé,"'

the ‘Faculty Practice Fund's Organization and management
structure were.reshaped to provide for-payment ¢f incen-

tive bonuses. Other minor organi;at}bn§1 changes oc-

. R ‘, ~. ’
. - L o o ‘
1. Objeqtivis ' . ,
‘. ge.plan postulatés that the .normal activi-
. ties O} the clinical faculty. in the university ,
hospit@l ,cap geherate large amounts af income
from patients and that the growth of the Insti-
tution depends on the suré}us generated by these
activities. . * :

. The pyrpose of the ¥lan'is tad prgvide the
means for reqruiting and supporting ‘a’ fa¢ulty of
high quality.. : : .

While thé'plan redgts on\the p;emise'that all .
clinjcally qualified faculty members should take

vironment to interfere with his essengial c

_part in patieht cdrg, it should not creatjxﬁgﬁfn- )

-demic_functions and interests.

!
!
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.2, OrganiZation

Governance ,of the Faculty Practice Fund is
» in acoordance with the laws of the State, the
" governing policies of the University Board of
Regents,” and the by-laws of the School of ' 2
Medig¢ine. ' . .

The Dean of the School .of Medicdine is tlhe
administrator of the Faculty Prattice Fund monies,
subject w0 the approval of the Chancellor of the
Meeical Center, the President of the ‘University,
‘and the Board_of Regents. '

. j

The Faculty Practice’ Fund Committee, a stand-
ing, committee of the School of Medicine, advises
the Dean, the Executive Faculty. and the admini-.
strators of the Medical ‘Center on matters per-
taining to the Faculty Practice Fund. The
Faculty Practice Fund Committee is comprised of

sOone member from each of the. clinical departments
(elected by each department's faculty) and four

‘members representing all the basic science. de-
partmen (elected by the entire basid¢ science
faculty); members serve for three.years.

. . The busipesé affairs of the faculty Practice
Fund are directed and coordinated by a full-time

Manager, who supervises a 'staff of administrative -

personnel that function in support of the Fund,
Activities include patient appointments and ad-
missions, billing and collection of fees, pro-
cessing of third party reimbursmment forms, etc.
The manager serves as principal staff to the .
Faculty Practice Fund Committee and prepares
periodic analyses and réports related to Fund
activities and performance.

3. Plan Features , ‘ﬁ

All members of the faculty Jﬁth clinical
competence in patient care are expected to accept
;ﬁsponsibility for-participating in such care,

e responsibility for supervising the activity
of faculty members rests with the department
chairperson. . Members of the Faculty Practice
Fund Committee are expected to keep their depart=-
mental faculties informed of all pertinent aspects
of the Faculty Practice Fund. All full-time

“
/
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faculty members,: as a condltlon oP empon-ment, are )
required to sign a contract By which they aYyree ) -
to abide by the regulations governing the Faculty -~
Practice Fund« .The provisions and restrictions

of the Faculty Prdctice Fund are outlined. in the ..
contract form. . . s =

. /\'

-~ - /

. overall jurisdiction over the diSbOSltlon»of

the income derived from the Facul4w Practice Fund. .

rests with the State Leglslature. The State eagh

year takes,a portion of the monies generated by

the Fund to supplement the appropriations from .

State general revenies that support Medical School - ) Z?

faculty salaries to levels and .in numbers suffi- LU

cient to meet the state's obligation towards

medical instruction, The Faculty Practfce Fund"

amount taken over by the state.each, year Has“sa- e

creased from $877,000 in 1972 to $l 370,000 in NG

1977. . .
. . ¢ pe * ‘. P, $- .

The'balanCe of the Fund revenues is made’
available to ‘the Medical School and it is -used.to:
augment clinical and~baSlc science faculty guaran=-

* teed base salaries and fringe benefits over—and ..

above the levels ‘funded by- the" state; provide an " .
incentive distribution to the departments that
generate the-income to be disbursed as additional
compensation tpo their full-time faculty. The . ,
- amount available for incentive dlstrlbutlon each
- year is determined by. the Dean.in ¢onsultation "
w1th t)ne Faculty Practice Fund Committee, and 'de=’ ’
nds on factors that take-into,account the ac- -
¢crued balance in the Faculty Practgce Fund, cash o
collections, cash def1c1ts, filscal year expendl- -
tures and income.budgets. Each department is '
allowed -to adopt 1§:I¢Wn formula for equitably |

. dlstrlbutlng this centive to 1ts faculty.

Under. the‘school S system, therefore,
guaranteed base. salagxies, for individual faculty .
members qpeqderlved from jstate approprlatlogj . 1S
Faculty Practice Fund, ‘capitation gramts, r .
search grants apd- other sources...Base salaries ) -
+are. determined by the Dean in- consultation with BN
the‘departments. The incentive bonus is not‘bonﬁ
sidered’'in the salary determinations. *Bach year .
the Dean, in. congpltation with the faculty Prac- .~ °
‘tice Fund Committee establishes the maximum per-
mJ.ss1ble dlfference betwegn the lowest ancL the

'




~ » highest compensation that can be paid to indivjs,."
dual faoulty members of eq@xl rank. - A ceiling
. is established on the compensation al¥wable for
" * ' each rank. Tge limitations apply to professional

we .. JApgome from all gourges, including incentive - , ,
) bonuses, ‘. -y - ;* - "
4. Operational Aspects ST .

LY

As‘the‘plan operatés, tHE Bean is essentially
) in control of the disposition”of “the income from
- . the Fund.. THe Faculty Practice Fund Committee,
chaired by the Dean, meets twice each month. .
There %seems-to be a feeling among—the facplty that
. the Committee has little.input on the decisigns
. that are made concérning the fund. 4This 'is attri-

-~

-

L3

&

L buted by some to faculty apathy, by others to the\,,. : ,

fact thatfthe Committee spends much of its time
discussing administrative details and reviewing
complex financial reports that the ungnitiated

find .
. \\\;ﬁ/ )
The administrative® support of the Faculty .
'Practice Fund involves thrée distinct units that
function urider the direftion of the Faculty#prac- ¢~

difﬁ}cult to comprehend.®

. . tice Fund Managér. These are: Coe T ‘ y
> ° The Private Patients Unit‘is‘;esponé WS

sible -for the pre-registration of 'prj-
vate patients,- scheduling, and prepa-y -
ration of forms for admissions and - - -
- ' assisting the physicians and the nur- - .
' ~ - sing units in. coordinating putpatient
: appo;ntmenﬁ# :
\

-

.
- . ~ L

The Administrative Suppert Unit is.the et
core of the‘physéfians fee ¢charging o oL e
. ' Jand ‘documentatiorn system: It menitors. - o ‘
patient medical ‘records foPproper - -
documentation to prevent claim denials,, T
. or delays in the payment of thesé = .- * ., -~
. . ¢laims, It monitors the services of . C N\
o ' v the medical staff,to determine that =~
p . ' recoverable professional fees. are . .
- . . assessed, unless indicated ptherwise “
. by the physigign! It prepgres and , >
‘ . processéqf?hgrdes,gor professional . ...
, * ©  services en,é;ﬁiu It carries out’ad- -’
\\\ ' ministrative and procedural details N
¢ . 4
. . "’[; » . ' i R N
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related to fpe total process of record
'keeplng’and recover1ng oﬁ physician's-
fees. . . »

4

The Physicians' Insurance Billing Unit

. is primarily responsible for the.com- *
.pletlon and final audit for all phy-
sician insurance clalms going to Blue
Shield, commerc1al insyrance- comparies,
Medicare and Medicaid. Approximately
75 percent of the plan's collectiong .
for physicians' fees result from in-
surance claims. Because ‘insurance bil-
lings are only approximately. 34 percent
complete when printed by the computer,
this unit manually completes the bills,
obta1n1ng the necessary informdtion
from various source documents. , The
Unit also produces manual insurance
Rills for claims that cannot be pro-
. cessed through the computer system.

The. Faculty Practice Fund accounting and
collecting process is based on a computerized ac-
counti#ng and billing system which functions,.
through the University Medical Center's Computer
Service Department. Billing for some psychiatric

administrftive and clerical staff in, support ‘ofi
the plan ‘numbers about 26 people.’ In addf#ion,

,serv1ces’;; done directly by the physic1an. .The
t

apppoximately 30 people provide clin1c3l and
‘technical support.

-

Beneflts That Have Accrued from the Plah
A )
The plan has allowed the school to‘bulld a
quality faculty by prowidipg more competitve
salaries., This has also generated programs which
the school could not have otherwise supported.’ %

~ The plan has opened a new sgource of revenue pre-
. viously untappéd.. .

.  The plan makes it p0331b1e for the school to
distribute revenues in ways that do not discpi--
minate beétween service oriented faculty apnd
fagulty whose functions are more prevalent in the
instruction and research areas. This -ensures!that
scholarly activitieés Tre not: nggatively affected.

-

~
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The' administrative features of the plan help
generate procedures that tend‘to improve:-collec-
tions of fees and foster better record- -kgeping
and documentation. Indirectly, the implementa-
tion of procedures stemming from the plan has’
helped improve sgaiflng of ambulatory services -

‘resulting in quicker 'service to*walk-in patients.

The-record-keeping and billing features of, the
plan document ‘the extent of the findmaial bene-.
fits accruing .to the State from the free care pro-

~ vided to 1ndlgents in.the University Medical Cen-

ter facilities. The statutoyy provisions twhich
establish the conditions for the admission of
full-time faculty physicians' patlents ensurs the
avallablllty of a larger pool and mix of patlents
tod be used for teachlng.

Finances

Revenues t6 the Faculty Practice Fuﬁd‘dgrive

,from: | . .

a. AIl fees from patients, clinics and *
institutions ‘for professiopal services,
irrespedtive of where performed. Faculty
members establish, their &wn fees (the
Paculty Practice Fund Committee provides
a recommended fee schedule) and can de-

) termine when they w1sh the fee waived
or dlscounted. - ~ . ‘
‘ B -
b, Fees for professional 1nte;pretat10n of
- laboratory. results. ’ N .
c. The professional component of the labora-
tory fees from laboratories serving’
routine haspital functions in the Uni-.
versity Hospitals and'cliniésf
\ d. Congultation fees for serv1ces to com-

' mer01a1 companies. . . CL
i

A

e. Honoraria earned in programs offlclally
sponsored by the medic¢al school.

‘f. -Expert witness fees for medical-legal
’work. t :

-




s1gn1f1cant duratlon, 'involving_one or
more months, whlle on Unlvers1ty leave
with pay. . "‘ '

Contrlbutlons towards’ faculty salar1es
and fringe benefits. «

Administrative (personfel and other) and
general expenses of the Faculty Practice
Fund (Health Care Support).

That portion of the Un1vers1ty s mal-
practice premium that is- .directly asso-
diated with the Fund's cllnlcal faculty
members. “, N -
Departmental 1ﬁcent1Ve d1sbursements.
The expendltures llsted under item b, Health ‘
Care Support, are charged to the cost oftopera-'
ting the laboratorles in the University Hospi="
tals. Haowever, these expendltures ultimate are
borne by the Faculty Practice Fund' because the
amourrt of professlonal fees which the Fu
; from laboratory services is the difference be-
‘tween the reasonable amount that can Ke billed
‘to the patlent for a procedure\and ¢ total cost.
to the hospital for, that procedure., For 1976-77,
Héalth Care Support expenditures were estlmated
at $900,000. .

‘ Thes net revenues-to thé Faeulty Practice
Fund exclude uncollectible acd®unts, indigent
care write-off, adjustments in third party re-
imbursements and policy waivers and discounts.
Grbss billings inc de all of the abowve, and are

based on the va of all documented physician

b1111ngs and net fund‘ revenues have in=-
For 1976-77

/ ~
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indigent care write-o £fs.

the "‘net- revenues were

Al

For fiscal 975-78,
about 5.5 million dollars -

from gross billings, of about 10 million dollars.:

The propostioﬁ of
supported by the Facu

.from 26.6 percent in -

in fiscdl 1977. The.
derived from state’ge
more or Iess constant
Faculty Practice fund
prodgram improvements

creased federal suppo

Y

total faculty compensation
ty Practice Fund has risen
iscal 1970 to 38.7%percent
roportion of compensation
eral revenues has remalned»
and the increase in:
support has goen towards
nd as a sbustltute for de-
t. .

The Faculty Practhe Fund has been operating

.on a cash deficit basQE

have been made on the

because disbursements
asis of actual billings,

and not on collections during a given fiscal

year.

The cash deficits, coveréd by the “améunt

of receivables, have been advanced bu the Uni-

-versity treasury.

There is an effort to put the

Fund on a balanced cash basis bu shortening the -
process leading,to patient bllllng,‘by institu-
_ting a more aggressive ipolicy in the colledtion
“of fees, and by curtalg}ng expenditures. )

—~

_The Departmental Incenthve Plan

A portion of the ne

. >
physicians fees gane-

. rated by the members oféeach Departmepnt -is re-='
turned-to that department to be equitably .

distributed to the departmental faculty.

The

%

amount available for this departmental incentive -

distribution is .determined each year by the Dean
in consultation.with the Faculty Practlce Fund’
This amOunt

Committee.

aries each year, since

it is dependent upon the |income generated by the
fund as well as upon other factors such as medi-
cal school. funding levels| from all sources, the
total commitment of the school towards faculty

base salaries and fring€

- lection During the

enefits 8nd .cash col-
fiscal year the amount

ph§

of the 1ncent1ve was half (as much as in the pre-.

, Vious year in spite.of a s

faculty generated fees, be
Expendit
including néw positi:
, money earned by the Facult
"‘ther, thap curtalllng expen

federal funding.
ries,

"' . ‘

arp increase 'in

ause of a decrease in-
res for these sala-

ns, were paid from
Practice Fund, ra-"

itures. . |

4

-
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The faculty of each department’ determlnes how
the department s allotment should be dppartioned.
Guidelines for® these distributions, "issued by the
Faculty Practice Fund Commlttee 1nclude.

4
o \The total compensatlon to each faculty
member ,- from all sources, must not re~/“
sult 1n differences in ;nd1V1dual comw
'pensatlon levels exgeeding the max imum
allowed by .the school for that yeary

Items that may be considered “co n-
. sation" in dispersing incentive income

include: salary, relmburseménts for

faculty travel, sqQciety 'dues,, personal

bodks and journals, and parklng fees.

The formu%g for the distri t10n of the
incentiVe to the departmeptal faculty is
"determined by a departmegtai committee

of at least two members /r 10 percent

of the departmental.facgQilty whichever ;
is greater, and mugt approved by a
- secret ballot by two £Hirds of the de- °*
partment's faculty mgmbers holding Fa-
culty Practlce Fund ‘conttacts. ~

The amount of the incen ive bqnus for the en-
tire institution for 1976-7 was approsimatély
$200,000.  The Faculty ‘Praftice Fund Committee
recommended that for. 197677 this amount be dis-
.tributed to the departmepts in accordance with
the following formula:

° 4.4% of the het revenues geﬁerated by
nt's faculty from pro-

of the net income of" the. profes-
Qnal component -of laboratory fees




from- thgse laboratories serving hos-

partment's faculty effort

3,

.

pital functions, attributed to the de-

Attitudes and Comments of the Persons Interviewed

The wvisiting, team 1nterv1ewed a number of in-

Vdividuals. that were choseh by the“school as.
* representing a cross-section of interesys and
.perspectives impacting on the plan. . Included
, were the Dean of the Medical School,
of the Faculty Practice Fund,

o

Committee; the Mediocal Center's Vice.President

cal Affairs, three department chairmen, six fa-
culty members from various clinical departmeénts-

- The cooperation oh_ the part of the visited

' institution and om the part of all individuals
that were interviewed was outstanding. No effort
. was spared to make the information available. '
Questions were .angwered with utmost frankness by
everyone.

Those involved in the managerial and admpini-

strative aspec s of the plan generally feel that
~the plan'works and that it is the best that can

be implemented . for the present. They would like
xnto see and are working towards improvements such

as: liberalization of the allowed usg: of de-

partmental incentives,

recovery of ‘indigent write~
of#fs on the basis of abifity to payk\elémlnatlon
of the cash deficit, shorter intervals between-
services rendered and billing, bétter documenta-
tion of services, and changes in the statute’ to

pretect Faculty Practice Fund revenues from pos-
sible, state encroachmént.

The administrators would likKe tq see- more

s

There is a feeling -among the.ad-
ministrators that many faculty do ‘'not understand
the plan and do not hadve an interest in how it

functions, and that their perception of theplan's
performance is based exclysively on the amount ot
the 1nCen ve bonus.

)
s

The faculty members, including some of the

e

»w 4

83 _ .

Lo~ a B 102 .

o

the -Manager
* the current and a .
former secretary of.*the Faculty Practice Fund

. for Admlnlstratlpn, the Associate Dean for Cljini-

awareness among the faculty of the plan's funccl«m’
~and fedtures..
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. St ’ -department chaeren, expressed varylng.oplni S.
T T ‘Most approved of the plam feature that allovfgn
re t . support of- basic “science ‘faculty saYaries. (For’
) - .. 1976-77, such_ support ubed about 16 pércent of -
~ the Faculty Practice Fund reVenues$ There were
v v ifferences of opinion regardlng the incentiwve, ’
' ’ titth the high edrners unhappy with the system.
JThose, in spec1alt1es that do not have potent1a1
for high income meotre readlly -accept the status=

i

e - . quo. Some noted in thi$ respect that the incen~
s ' tive plan was instituted with the.approval of the
.. " . %! fac¢ulty and that the vott in favor of the present
. ,System was®3,to 1. . , . e
< ¢ % ’ , . . ) - hd R -

' i , The' strongest, most prevalent cn1t1c1sm among
. ’ the persons interviewed goncerned the declineé in
’ the 1977 incentive im ‘the fagce of the positive
respQpse by the faculty to pressures by the school
‘administration for increased efforty te augment
o Faculty Practlce Fund .revenues. Most, felt that
. - the d rease.in 'federal 'funds should have been
. offset by the curtailment of new hiring rather

th substituting Faculty Pragtice Fund revenues.',
' . . vThgi particularly resented the &bsence of input -
by he Faculty that led to the decision. . .
.o )
’ ' Most ,of the persons’ 1nterv1ewed voicéd accep-
< tance of the fact that academicians earn less .
than their colleagues in prlvate -practice, but
¢ they felt that if they wished to give up ghe
© enjoymenrt of academic life they could earg com-
parable 1ncomes ‘outside the 1nst1tutldn

. There was disagreement over whether the
\ ” Faculty Practlice Fund has a:positive or negative,
. impact of faculty recruithng. Several people
! .ot ' -noted reasons other than levels of earnings in-
o fluenced their dec151on to join .the’ 1nst1tutlon.

. 7

Some individuals voiced dissatisfaction with -
the perforimdnce in ‘certain administrative and
manage ial support areas of the Faculty Practice,
. Fund These comments 'Were reactions to gpecixfi.c
. issues and did not convey the feeling that there‘#

L — 1is a general. problem in this area.

LR R e s

. s , Al (:b / :
9. 'Team Observations . el e
. . u;-:‘('fnf serr S v “t“
¢ . -

y . ' An bbservatioh common duriqé all interviews

. R S
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//hms a' lack of passion and high feelings for and T
. against specific issues, and that; in q& eral, _ _ -
. they appeared either comfortqple or will{ng to
. 11V§ﬁﬂ;th thé plan RN . :
. ’ ' In sp1te Qf the dlsap901ntment and d1sagreer < ) AR
: ment, with the dEGtslons leading tofthe lower in- '
centive ‘bonus this® year, and the desire for more
partlclpatlon ih.distributing income; there was,
< no groundswell for developlnq‘a new system. N

Thexe seems to be an awaren%ss of the poten-
tlal for the Staté Legislature to divert fund
revenues to further offset State .appropriations. <
g The faculty is- dependlng on' the Dean and on the -
- ' Chancellor to Prevent that from happenlng. oy

10. clus1ons : ; o - : C
. \ . . )
Thls plan appears-to be a reasoriable compro- ‘
mise between the policy of the State and the needs' -
~ of the Institution and of the faculty. The ad-
. . ministrative aspects are reasonably well. smanaged o
+ .and are constangliy under review for possible im-
s . proVements. Substantive chdnges would requlne 4
* v modification¢of state laws and lnstltutlonal go- |
licies.»' Based on the observations, ‘it ddes not
seem’ likely that these changes w1ll .occur 1n the
-near future. T

]
.

e T

Operationally, the plan could benefit from a
revamping of the governlng commlttee structyre. ”

The Faculty Practlce Fund Committee is large apd . .

unwieldly/! its ¢harge is too vagup, it lacks ' . :

. continuity, hy the time members learn the system,
. tHey aré replaced by new ones. . The Committee ' .
' .meets too-often,’deals 1hadequately with policy
, matters as it begomes bogged. down with needlessly
- detailed fipancial reports: . . )
v !

The plan could be better undenstood by the .
faculty if all of its features and provisions, o .
statutory as well as administrative, wyeye written .

~‘id a single do¢ument. At present, the fincentive
features of the 'plan are vaguely enunciated and
. rare apt to be misunderstood.
The possibility exists that the 1ncent1ve plan
. could be- strictured to produce hlgher revenues

. . ,
.
. fee N .
‘ . ] . 4 [}
. . .
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TEN Currently there is’ llttle mot1vaﬁ€on to gene- .

rate interest: of the faculty to-render patient -
billing and to prov1dedeequate ddoumentation to
preclude delays or pre nt billing.’ c

\(/More 1nterest could be aroused if flex1b111ty

.were permltted‘in the use of 1nceht1ve allocatlons..Q

—

-

1‘T-1 Regardless of .these weakhesses, however, the

lan has been anti continues to bera‘major ipstru--
/’~, {ment in the ma1ntenance<of/quallty education at
the Inst1 tution. . B
L . M : . ’ . . .
’ - . - ' / e *
. . Case Study #5 " .

f
- L3 g ‘e

¢ i

-
.A. ‘Institutional Characterlstlcs Relevant to the Practlce

. Plan . _ o -

~

This midwestern school was recently created by ‘the
State Legislature follow1ng completlon af a four-year -
fea51bLllty study by a local cjitizens' group. )

r "

., The flrst medical chdol class was relatlvely small,
but’ the currept enter1§§ class ts how 120, with an even-
tual planned enrollment of 150:, The School has a 35-.
month curriculum, but consideration is being given to ex-
tending this to four years. Original operations were es-
tablished in. a ‘local hospital. Since' then, a new campus
was planned and is now under construction. 'Facilities
completed are''« health science building and a building

., ¢ housing the library and administrdative offices. A’ new

295 bed teaching hospital is scheduled, for completion’
within the next two yeaf% This const¥uction program -
presents a capital investment, of- $100,000,000 provjded
by the State, the Federal Government, and private doéna-
tions,.with the largest funding belqg pPovided by the
State. ; '

("

-

—

- This' is a free- standlng health science campus which is.
governed by a Board of Trustees appointed by the Governor.
The Center is headed. by,a President, assisted by an execu-
tive administrative sta%f &onsisting of a- VlCe President
for Academic Affairs and Dean of the.&ollege o¥f Me61C1ne,,
Vice-President for Management Services, Vice- Pregident for
Finance and Director of HoOspittal Management. This group

[ . te
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) meetlng weekly, determlnes the adm:nlstratlve policy of
the Center. *

b . . ' ‘
/- . ¢
"In additiomto the regular teachlng and servite pro-
, grams of' the College. of MeﬂlClne, there i% a doctoral | -

* program in the biomedical sciences, a School of"Health-
Related Professions, a.Consortium -Program for Nur'sing,
Educatioh and a Continuing- Medical Education Program.
.Plahning is under. way t¢é develop a graduate-~level dental
program amd a maSters—level program*in nursing.

’

L4

*  Clinical teachlng and the prlvate practlce of meal- .
cine are centered in an old hosp1ta1 of less than 200
beds. It is‘'leased by the Center. Three prime affilia-
ted private hospitals contdin 1,644 .beds; associate af-
‘filiations with the local Mental Health Center and anol
‘ther private hospital are also used, In addition, 47, OQO
- out—=patients and 17,000 emergency room patients are,!
avallable for teaching in the University's Teachlng Hosr
pital.’ ’ . . i -

$

-

A
-

- The folloW1ng table presents varlables over time '

that are pertigent to thls case‘study
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TABLE 7
<tatistical Data - 1967-76

‘

)
- I

. ( 1967/68 ,|1969/70 | 197172 | 1973/74 | 1975/76 .|
- o } ¥ . : -
Undergraduate Medical Students* .- 40 ! 120 160. ' 260,
|
House Staffx - * *-. . 100. | ‘140" 190
. - ¢ b . - 4 |
Full-time clinieal facul:y? ) g - '\ 20 J 40 60 80
; o .o . | N .
Full-time clinical faculty at N v ;
Associate Prof. and above* ) { - - 20 40[ 40 °
. ’ ‘ | ' P
Total clinical yolunteer faculty* ‘[ - - 220 . 300 39& "
s . . , .
_|{Total regular operating revenues** . : $948 ¢ -~ §5,320 $8,568 $11,827° ‘
b . - i - . " -
Medical practice plan‘reve\ues‘**' . ~c - 354 $ 4c |s-572°
; > N L + e
Sponsoted research expendituffes** - - - - $ 690 S 679 $ 1[,377 i
Ratio of full-time clinical faculty to : | . g
’ ‘volunteers N ~ - - t.18 . 2. .24
. * A . ’ R ’, / \ I .
% of full-time clinlcal faculty at ? . .
. ‘rmk‘of. Associate Prof. and above - . - 50% | ]7% 50%
. . . . .i. .y I kY . - "
.|t of Medical practice plan revenues to . N . :
total opérating revenue- I . ‘ - ‘+ 6.7 c.5 4.8%
. . . i "y
— ! - ¢
[ . e °
*Rounded to hearest twenty ° - “ e ’ .
**pounded to the nearest thousand ' . \ ) ’ .
***Represents school expenses funded by the plan ) . ¥ -
- * .‘ - % - +
Pl ) .
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. B. Tae‘Plan.: A!Eeneral Descrlptlon and Hlstory ';

e. private practlce plan was formulated in 1973 at

o the initiativer af  the faculty . The major obgectlve of  _

i the ‘plan was-the generation .of additional financial re-
sources to permit retention and’ recrultment of " faculty
and_tH permit the. Institution to reduce. 1ts‘eomm1tment té
the base salary support of faculty The institution'
professional practice pltan is classlfleo as Type A' un—f
- der the AAMC's typology. . | . )

The affairs of thgsprofessiogél agtfc plan, "inclu-
_ding, the development of and revigion

. “icy interpretation, methods of ipgodme
trol 'of billing. and gollection proced releasé of
financial information are determined solely by the fa-
culty. The Dean of the College is an. ex-officio member

“of the practlce plan and serves as liaison’between ‘the , "

President and .executive adminlstratlve staff of the Cen-
ter. The Dean, however,- has the opportunlty to rnegotiate |
faculty members' basé salary and supplem@ntal income. -

’
-

-4 It was stated by one of the*prlme developers of the - '
plan, that it.is realized that the- ‘plan is. autocratic and
completely separate frOm the ,College and .the Health
Scierice .Center and was desd d to avoid the pitfalls of
plans.-at other centers. The| plan is incorporated as a
for-profit corporation, and although so 'far no taxes have

" been paid, it is anticipated ‘that ' 4a tax liability will be-
incurred this coming 'year. The Corporation has a current

Lok accumulated deficit of- prox1mately $500,000. The-char-

. ter’ members glve np cqp 1 over - the fullds generated’
T They -alss ﬁant 1nd1v dual autonomy for admlnlstratlve
-matters, ﬁﬁx Lt g L . et .
' .o ™ . . »e . P ’_
’ 1. Organization - . ce .
‘ ~ & N T : .
. The control of-the practice plan is vested in
C e - shareholders consisting of the clinical depart-
' %, ment chairmen. ' The shareholders elect‘arseparate;
o Board of Directors with stdggered two-yeayr terms.
. The Board consists of the department ch¥¥rmen,
. .one elected ph?s1C1an faculty member from each
st department ~ the Dean 6f the College of Medicine
*. 4 .. " (ex-officio), and othets.as may be selebted by

- ) L .the shareholders. Thae Board of Dlrectors elects

’, ' the cotporation .officers and an ‘Executive Com-
8 + 'mittee, which meets every two weeks. Shareholders
PR have the option of removing any dlrector with or

0

{
N
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without cause _at ahy time. . - .

Day-to- day’operations are handled by a Busi- . .

dess Director employed by the Corporation.. Policy ¢
. matters are ‘reviewed by the Executyiive Committee
_of’ the Board. The Business Director héas a staff
of 18 full time equlvalent employees.' ‘

'
\ ~

2. ., Plan Features L o .

. A centrallzed billing system is operated un-
‘der the direction of' the Plan's Business Direc-
' tor. Revehues of -$3%.2 million were denerated.
- . during the lgst full year of operation (1976). . ‘
* Currént unbilled accounts are approximately $2 '
million. To improve timeliness of billings and R
- collections a new dedicated computer -has beern or-
dered and is -expected to be-¢perational shortly.
A dec1s1on on installation of terminals in the
'.departments has not yetépeen determlned

Operatlonal reports yare generated at the spe- ® .
cial requestﬂof the Plan!s Executive Committee.
Th reasurer's report contalns little.detail.
No special reports are generated for the Dean or
admlnlstratlve staff of the Center. Most of the
sicians interviewed indicated they rouelnely
f llow the status of their own accounts.,.

€

If a full-time faculty member does not join .
the plan he must relinquish all earnings from
private practice to the school, and heg)s not
entitled to any supplement or. benefits from the . ,
school or the plan. Membership is optional for . .
part-time physicians. Curprently there are ap-
prox1mately 90 active members @f the Plan. Em- A
ployment agreements are maihtained. Practice is ; ’
permitted in the Center's Hospital and at affili-
‘ated hospitals. Patients at tzese facilities in-
clude in-patients, general out-patients, as well . ‘t
as those seen in the clinics and ergency rooms.
Clinical departments have the option to operate
their respective clinics at the Center's Hospital
« to improve the setting for patient care. Patient

fees are the prerogatlve of the 1nd1v1dual phy-
. sician. One billing is rendered to the patlent
and, with the exteption of ancillary chardks, in-
cludes the use of hospital facilities, which are
paid by the Plan. - - \




Revenues collected by the Plan are credited
€0 the individual physician and are llmlted to
clinical care services only. : .

3
-

Qperational Aspects | . , o .

Faculty compensatioh is .composed of a base.
salary, base supplement and an 1ncentyve supple-
ment. . S

4

~Institutlion Base Salary Schedule

/ -
Rank ) . Min. R Max .
* Profegsor & Chairman $28,000 545,000’I
Professor ' 26,000 40,000
Associate Professor 24,000 . 37,000
Assistant Professor 16,000 33,000
Instructor 8,000 25,000

Base supplement 1g_negot1ated by the depart—
ment chairman with the 1nd1V1dual, subjéct to the
> approval of the'Dean and the Plan's Finance Com-
mittee. The maximum supplement cannot exceed 75%
of the base salary and is paid only if sufficient
actual collections are made on’ pehalf of tbe in-
dividual clinician. \ s

In addition to éalary,campensatiqn, pensiéns
equal to 10% of the salary paid are fundel by the
plan and 33% of grdss: 1ncome is changed by the
plan for ‘overhead. . .

.. Currently, money from the overhead charge is
used for the following purposes:
P L]

a. Costs of operating the Business Office

b. Medical liability insurance

C. Proflt Sharlng Plan (the percentage is
' determined at the end of -tire year)

d. Employer's contrlbutlon to: N
. (1) Social Security ! ol
. . (2) *Workmen's Compenpsation (.57% of ' /

. remuneration)

. ‘ 91
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h.

Vv

State Unemployment Insurance

(3) $80
‘per i 1V1dual)
Dués ($310‘per individual) : -
*EmpldyéeS'Benéfiqiary Associatibn ($150 or ‘

Sp to 2% of Social Security bage) \

Fdculty Deyelopment Fund (a :
the Dean equal ta 10%)

" Shared out- patlent c11n1c
hoépltal

xpenses with

i, éporate faculty ‘dévelo ment. fund for new
» fa

T

- k..

- The following is a
distr%Pution:

¥d

”
T

corpora

is chargg¢d’ to hi
doing bysiness.

5;

=-The Plan ] Trust Fun

lty ($150, Ooogfor a/faculty member
who does not earn sufficiently to. cover
hls costs to the assoc/ atlon

KN . L.

equal to 6% of the
QGVerhead charge

' Any- balanCe remaining after’ payment of the
faculty supplemen s .and pension costs and
'the 33% ‘overhead charges reverts to a de-

*

partmental accou 't . A

examplé of an earnings
In this/ example- the individual: .

Pl [}

a-$10,000 salary'from the

a. Is being pag
plan. ; .
Is eliélbl for tne pension plan. (Eli-

gible-=.0 e who has worked eleven months
of the ¢ lendar Zear) p
$10,000.00 Salary

.1, 00.00 Pension .

’ 0 Guaranteed Remunera—
. tion to Empld xge

5 417. SQuOverhead
$¥6,417.50 TOTAL COST
e} individual's total cost "tp he
r $11,000.00 is paid to him.in
f salary and fringes; 33%, or $5,417. 50
by the corporatlon asfx’éo t of-

£ . - .
/ . -

-

J




s (1)

if additional compensation is earned, it is

distributed as follows:

a First Incentive = First $lO OOO abeve
break even point -

N - ,@'g.
- 83, 300 to the Plan for oveﬁhead
= . ' 86,700 to be divided as follgws:

$6,700 x 80% to Cash and
Pension ($5,360)
$4,872.73 Cash’

$ 487.27 Pension =,

: r (2) $6,700 x 20% to Department
. ) ' and Chairman ($1, 340)
$1,116.65 Department
$ 223.35 Chairman:

Fad

T b Secqnd Incentive - Second $10,000 abode
: break even boint o
"$3,300 to the Plan for overhead

$6,700 to be divided as follows:

(1) $6,700 x 70% to Cash and
' Pension ($4,690)
$4,263.64 Cash
S §26.36 to Pension

(2) $6,700 x 30% to Department
L7 and Chairman ($2,010)
' $1,675 to Department .
. $ -335 to Chairman. - -

[

¢ Third kon) Incentive(s)

break even point.

- 3rd $10,000

ton)

above

$3,654.5% to
S 365.45.- to

(2)\§$6,700 x 40%

. and Chairman
$2,233.34 to

$ 446.66 to

(1) $6,700 x 60% to Cash gnd
. Pension ($4,020)

cash
Pensiong

to Department
($2,680)
Department
Chairman

&




C.. The Site Visit. o} '

N Puring the two-day site visit interviews were conduc-
ted with eighteen faculty and administratiprs: These in-’
cluded: the Vice-President for Academic Affairs and Dean
of the College of Medicine, Assaciate Dean)for Clinical
Affairs, Chairman of the Board of the Practice Plan, Busi-
ness Director of the Plan,. Health Center's ‘Wice-President
.for Manatement Servicesuépd Treasurer, Presifent for
Management Services and Treasurer, President pf the Plan, )
two,Assoclate Professars in a joint meeting, Vice Presi- ‘

"~ d of the Plan and CGhairman of the Plan's Fihance Com-
xmittee, eight members ‘of the Plan's Executive ng Finance

Comnittee in a joint meeting, and the Director of 'the
, Hospital. ‘ : - \
’ . ’ ’ ' ' i o \ i
. Some specific comments obtz}ned from those inté:vigwed

AN

-

were:

. . . ‘\ .
' 1. "The plan should improve the timeliness of-bfl—

, lings and collectjons." . | | .
."2.'."Better-qnd more detailed réporting sho#ld be N
made- to members." L . . ’
3: +"The %yerhead:is too high." . - - .
. . « . 4 .
N 4. "The current administration seems responsive,"
) 5. "fThe planfis iﬁportant in he}p;ngﬁhoséital oc-
. - * cupancy. and improvipg,patfﬁntwqa;e." ' )
"'k  ,6... "The plan'has‘permitte&/the College to reduce
: base,Salag; costs." .

) . ] “ v . - ya
L 7! "Therg is no writte#finformation for the plan's :
L garticipants."

: ¢ ‘ . .
. 8. "The plan needs corporate reponsibility te’de-
‘ vélop unmet jinstitutional needs." ,
. e . . * ’
. 9. ?Physicianizhrnipgé ‘are taxed for depq;tmental"
X funds rather than b&ing distributed as additional
oo . H,salary;. ) : - . y
‘" .10. "The plan is autocratically ¢dntrolled by the
Chairman:" - . *
s o R
3 ' 7 -
T : - '94 oy
‘ e I'14 ’
' ’ ': ..T ' v




" ' atives on the Bo

rships on the Board were expanded and the
tings are open for partlcﬂpatlon, but no one

es to these meetings." Lo

L2l

T 11, "M
! o]

12,
than the smaller- departments

—“E) LY . Y s
13. _"The funds should be allocated tq spec1alty sec-
tions'within the department.' i .

~
. [}
v

14/. "The plan was formed to avold-oltfalls

5. , "There is’.no way to pollce phys1C1ans on earnlngs-
4

3 that-they mlght recelve diréctly . .
. e .. N . ’
" [16..-"High earnlnqhde antmehtS\should not.subs1dlze
L departments wrth'less earniﬁgs. 1 } 2
o . e ks b R
A 7. ‘ "Low earnlng depgrtméhts shoukd necelve more sub-
s1dy from hlgh earnmng~departmén;s§ e
« L 18. "Producer. physlcn.an!‘ deem sa;tlsfled wj the
.\( 4 practlce pirn Non pr ucérs seem to grlpe.
' . ) LY e . <
‘U.:O‘) C.anlUS].ons B : Y. .L :' . . ‘ ';. . ' ' \Y \‘I‘
S Thls is & reiatlvely young plan at g, young'lnstltu-
_tion: Albhough this fact. alone”has caused quownng pains

o
.

: w1§h operatlonal procedures and mlsundérstandlngs.aMDng
artlclpants,.,k as been..of great beneflt ih help1ng the
College to ‘developits objectiveés. | Base salary ‘costs.

“"ha&eébeen rediced, and -the flnanc1a1 1ncentive hag ‘ena-

bled recfultment andareténtron of physicians. * Dlstrlbu->
* tion of income to the Dean &nd. to dephrtmental accournts

of prac- ,
_ tice plans at .other healthlfenters."" //(—ff”"\*/i :

N

he larger dep’arﬁnts should have more represen-'

has permltted\enrlchment and accelerated developmemt of .7

the schoolf s programs. - ,, oo
< " N

,.Pd%t bllllng, Collection and reportxng havewbeen in-
. adequate;, but ir appears that the deficiericies- have beqn

PRERY

recognlzed and are belng reMedléd ' \ )

[}

N

IS .~

r The plan 1s unusual in rts complete autonomy from the.

~ school's admlnlstratlon.~vComplete control rests-with the

" clinical. chdirmen.” 'This fact apparently has ‘net been of

-

‘concern ta-.theé Dean or administratjve staff probably-be=- .’

cause funds are: currently belng channeled ‘in’a way that

has helped solve many press1ng needs ih addltlon to facul~ ;

.- . \

ty compensatlon. '»
' " " . . o' s

\
‘ ; . . ) . . "
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ed Center,

3

‘ . -

. T . -. gase Study 6.

K.

Pgectlce Plan

»

.
L d

‘
. -
.

Institutional Characterlstlcs Relevant to the

~" This Northe&stern Instltutlon ocated En an urban

in the Gollege of Medicine with an entering class of-52, -

-

seﬁtlng has been a publicly supported free-standing medi-
cdlrcenter for 3 number of years after havihg: exis ed as )
a med1cal college of a private university. This institu-
. tions practice plan is classified ag- Type B under the L
- AAMC's classIflcatlon system. . . T,
® E . . -
Slnqe its fpublic ownershlp, this ﬁnstit;t%gé has de- W
veloped from the sole program of granting th D. degreé .

(and only one paid clinical department) to a fully,develop-

Th® College of Medicine has increased, the
of.its enterlng class to 120, and with the completlon of
addltlonﬁLNba51c science facilities will accept an enter-

ecome
operatlonal in two years at another urban communlty some
80 miles 'away.
teaching for the third and fourth years: of the medical

cyrriculum, will eventually have an enrolled’ ¢lass-of 50.

size

.ing clasg of 140 this Fall and a class of 150 a {ear later. S,
~ A new c11n1ca1 campus. 1s*be‘ng developed and wil

-

.The new clinical campus,‘offering clirical

. Thirty of these st

‘parent -medical cent

nd the oplance of

be filled with COT

S“‘é%udents.'

ugents will be. transferred from the

In addition to ‘the College bf Med1c1ne,.the Center

:qpnducts a graduate program in the Blomedlgal Sciences

with an enrollment of approx1mately 60 ahd operates a
School of -Health Related Professions. The- latter, with
total #nrollment of approximatély 300, grants assdciate,

baccalaureate-and masters degrees in Respiratory Therapy,.

Physical Therapy; Medical Technology, X-Ray Technology,

Nuclear Med1c1ne, Cytotechnoldgy, Extracorporeal Technol-

ogy and in a pfbgram for Nurse Practitioners. An Assoc1~

"ate degree program in Nur31ng was phased-out last™ year;

it is, hoped that it will he replaced with a baccalaureate

icla’ss will

and mastérs'

pgogram in Nur51ng ’

Approx1mately ‘165 resi-

and an additlona1«175 are based at the Cen

" dents receive. their training in the’ Unlvelety Hospital,

er's aff111ate§

hospltals.

*
-

r
v

.,
-

Students that have received their early med1ca1 educa-
tion in a foreéign medical school and are accepted for. re-
entry to a U.S. 'school through the Coord1nated°Transfep
Application System. ) o




. _er
re

- The Center's ﬁeachlng hospital has just under lGQh@ds'
outpatlent ‘clinics with an annual volume of 90 000 visits,
and an emefgency service hanallng 35, 000 v151ts. . .

The teaching hospltal is a tertlary.care fa 111ty
Séerng a total, population 6f° approxlmately 2 m?lllon.
*.’Because of the relatively small size of the in-patient
service, thls tfacility has developed ;nto a highly in-
. tensive care hospltal Each of the clinical dﬁpartments
has a base of operations at' the Unlverslty Hospltal ex-
cept that OB-Gyn and Family Practice are -housed in affli-
ated hospltals. The Hosp1t51 maintains and staffs a pri--
vate patient ambulatory facillity. It is available for -
appointments with the clinigal faculty, with a charge,
based on,schedullbg, assessed to the physician. .

o 3 * v
N . . .

-In addition to the’ University Hospital, afflllatlons
are maintained W1th a 500 bed private hbspltal which is
physically connected ‘a mearby VA hospital of 300 beds
and another community hospital of 400"beds. Minor

-afflliatlons -are’ ma;ntalned with several other hospltals

' Most ef the prlvate‘practlce of medicine is done at the
Unlver51ty Hospital with the balange at the prime affilia-
ted. hospltals

The Medical Center is one of a number of State opera-
ted campuses coordinated by a Chancellor ‘and centralized
'administrative ‘staff, responsible to a Board of Trustees.
Thé ldcal eampus is headed by a President who reports to
the Chancellor and Board. Other administrative offir
cials. are an Executive Vice-President and Dean of the
‘College of Medicine, a Vice- President for Academic Af- -
fairs and a Vice- Pre51den//for Hospltal Affalrs. . ’

\.

’he follow1ng table presgnts statistics and key fi-
cial varlah&es related to the school's medical prac-
“tice -plan. ‘.
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TABLE 8 ,
Statistical Data - 1967-76

-

2

*Rounded to nedregt twenty °
**Rounded to thé hearest thousand

IN r's ot
o 1967/68 1969/70 1971/72° | 1973/74 1975/76
; ‘ : "A [}
Undergraduate Medical Students* 400 400 - " 420 480 i
*
House Staff*- . / _180 220 . \280 300 *320
nFul}-éime clinical faculty* . S 20 100 w "~ 140 180 200
Full-time clinical® faculty at . .
¢ Adsociate Prof. and above* - - 80 ]d ' 80 100
[ L) ’ . .
Total clinical volunteer faculty* / " 480 520 [ 7* .
Total regular operating revenues** $5,558 $10,221 . '$11,658 $)4,168 $20,047
Medical practice plantevar;ues" $ 149 $ 1,968 $ 3,327 $ 4,701 $t358
. - " . - , ¢
Sponsored research expenditures*¥ 64,159 $ 2,308 $ 1,996 $ 1,924 $72,442-
oo
Ratio of fullétime-olinical faculty , ' N
to volunteers . A - - r .3 . 35 .29
- . . 2 * -
% of-full-time clinical faculty at . . Z h .
rank of Associate Prof. and above - 57 444 * 50%
%\ Medical practice Rlan revenues to
total operating revenues ‘ 3rL e 19% 29y 33 37T




%;: B.' The Plan - Gemeral Destription,and History

Provisions_for tHe practice of medicine by clinical
‘ facylty members Were established as policy by the Board
- * _ of Trustees oiﬁthe 1nst1tut\;n in 1959. This.policy pet-

' mitted the fofmation of departmental practice groups; .
made membership ‘optional; prov*ded for the payment of .
expenses of practice; limited individual. compénsation -
to 50% of base salary; provided for the establishment of
an overall Geverning Board .to menitor oper@ting-prac-
tices; prohibited retention of assets after the close of
‘each year; proV1ded for a central fund to receive all
excess earnings; and restricted practlce to Un1ver31ty
or affiliated institutions. Opportunities for practice,
however; were very limited until the Center opeéned its

own hospltal and clinics‘in 1965.

.

P011c1es and procedures of the plan were ref1ned by '
the Governing Board through the early 1970's ‘at which =
time the State Leglslature¢prOV1ded for colletfive bar-
gaining which, included the operation of clinical prac-

tice plans. The State-wide negotiators attempted to R
_ " force 1pplementat10n of central bllllng and to tightep .
/z/ controls on \use of ,all generated income through the es-
tablishment Qf a non-proflt Corporatlon. .This Was agreéd” -

to by the union in return for increasing the limit qQn
' retained earnings of up to 75% of base salary , ./f

When tHe State was unable to obtain a favorable tax
ruling from thHe Internal, Revenue Service the Cbrporatlon
was” dropped and.each of the States' medical cénters WRS/
permitted rto propdse & set of by-laws for practice plan®
management” for ratification by the State*s Office of Em-,
ployee Relations and the University's~Board. of Trustees.
Thes2 by-laws haveé been finalized and ratified by the
State and the Trustees.

The ‘agreed upon by-laws for operation fundamentally <%
continued the "status-quo" with the exception that they
* now require mandatory membership for all faculty cli-.
nicians whose compensation eguals ‘or exceeds 35% of the
permissible base salary for their rank.

- L3

' 1. Organization v

-

<
Each clinical department has its own clinical.
~ practice. group with an independent accouhting
system handling charges, collections, and other
business practices related to activities for that

P x . /

- . . . ra ‘
. - ’ Q
‘o R ey e ) ) 1
. ) - .
D
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h:. , @ . . ' . T . ‘s . s
.
N * et
L

.. .
A 4 N . . A .

i e D department There 1§Aan overall Governlng
) , Board made up of one elected representative from
each group plus' one representativé from the bas1c

. > science faculty, the Pre51dent and the '‘Dean.
* ' . M F
R 'Operatlonal Aspects - T e .o
» ‘ R oy ] .
. ) 'Annually.each department subm1ts its ant3c1— .
L : pated budget for the coming year to ‘the Presi- |

.

dent, Deapn, and'Governlng Board. . Policies on
. types of expendltures are determlned by the Gover-
* ning Board wsing.the criteria of tax deductabili-

. ty as determined by the Feleral Internal Revenue
o . Service. The following defrnltlons have been
q——— establlshed for expendltures which'can be paid

fdlrectly from ,the departmental pract1ce funds.

, © ' a. Malpractlce Insurance - Actual cost. for

Lt . . coverage of all members in the group.
. - . s 4, . ) "

P / . b. Legal Services - Actual cost of any legal
) . fees for handling or advising relative
¢ ' to the group activities, including f111ng w0
) group tax returns. ) -
- ¢. Accounting Services. - Costs of profes- |
' ‘sional accountants for maintaining books
and records of the group/, including
\ © e renderlng advice son establishing adequate
1 accounting procedures, providing book-
- ,keeplng services, billing and colleq;ggg
- T— and p grlng tax returns and other Ye-
s ) ) " quired counting reports
B \, ) & *
. d. Employees - Costs of 'servicegs and fringe '
benefits for those employees reduired to
, hargie the business of conducting the
'praltice and render1ng pat1ent\care, ‘in-
. ¢luding - accountants, typlsts, steno-
i graphers ‘and clerks for preparing and * 2
P e collection patient accounts, typing® medi- -
L C - cal records, making app01ntments, etc.
rL Employees rendering general services to
3 the ‘department or medical cejter should -
; . ‘not be included in thlS ‘category.
' . ' Employees requ1red in th1s category
. b should "be employeed through an estab-,
llshed account in the Resed&rch ‘Foundation
[ . / . - ’ . . .




and’payment should be made tg-the.Foun-
7 .dation.pby the respectlve Medi®al Servike
Group T . - L
e. Frr;ge Benefits - Costs K3 proV1d1ﬁg re-
tirement coverage - for members of the Me-
dical Service' Group of up’ to 15% of. the.
» amount distributecb to that group mémber.

Under current Internal Revenue regula— ,
tions, come tax has to be .paid by the, -
individdal on the amgunt contributed to
a-retirement prog The additional-
. tax liability. incurred on 'this amount may -
* bé paid to the-individual in addition to
h1s normal maximum dlstrlbutlon
No other fringe benefit program'ccsts can
be funded as,an expense of practice for
those individuals rece1v1ng a State sala-
ry. Apprdved benefits are alreagy provi-
ded from Stateé sources. For an 1indivi-:
duasd pBceiying total compensation fram
the dical sérvice group, benefits
equalling those provided by State may
be funded from thlS sourck. )
Car Allowance - An amount’ necessary to
. cover, use of. personal car in relation to
renderlng patlent care as allowed by the
Internal Revenue Service, but not to
e€xceed $100 ‘per month. o .

[

-

™~ g. Use of Home, for Office - No éllowance e

h. @rofess1ohal Dues - Actual costs of ment-
‘hershlp in profess1onal organlzatlans
o all nce for membership in country -
clubs o ther soc1al groups.

¢

Travel - Aqtual costs of travel for group
members &s allowed by Internal Revenue‘
Service.

13

GlftS and Cohmributions,- No qllowancc

Office Supplies and Expense - Including
postage, stationary, telephone and tele-
graph charges and office equipment.
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Items should be documented as,directly ‘.
- related to ref§gering patient care. .

' - N + o’ * 3
1, Office Space - Charges made for use of
. facilities in State University Hospital.

« -

''m. Books. and Periodicals - Costs’of profesta
‘ sional publications for departmental use.

" Any- other proposed expense shquld he subm1t-:

‘. ted for budget review and should be approved by .

L]

the Presid ~and fhe-Governlng Board of. the

' Medical Ser¥ice Groups and should be charged to

departmental operatlons '~ not expense of practice.
¢

Requests for dlstrlbutlon of practlce income
to the individual clinician are reviewed by the
Dean and President for compliance with institu-
tional salary schedules and’ Qverall equity. De-=f
partments are notified in wrltlng of approved .
faculty compensation for the coming year. : -

, .

A standardlzed reporting format has been de-
veloped for reporting fiscalgoperations of -the
department plan. Reports are submitted annually ;
to the Medical Center Business Office where con-
solidated operating reports are prepared The..
report 1ncludes a detailed listing of income dis-
tribution and fringe benefits paid for each cli-
nician. These distributions are chécked against
the approved salary éupplement fors compliance * |
W1th the, 1nst1tut}on s guidelines and ‘policies.

An outside’ CP§ firm is employed to examine L
the records of the department practice plan. 1In
addition to the fiscal audit, bookkeeping and

accounting pracmlces are rev1ewed Copies of the - "M

Audit report are—fur gmshed to ‘the President, Dean,
Vice-President for.Administration and- meribers &

the Medical Practice. Geverning Board ‘S
Financés ' f - oo »
——tlne. . - ]

. The Médical Center Business office bills each
department plan for the agsessment to the Dean'.s
fund -at the, close- of each year. The -Business
Office hand}ed the record keeping and disburse-
ments for the.Dean. Gross 1ncomq.fﬂbm this total
act1v1ty in calédszr year 1975 was $7 357,784.

y . - ﬁ o -
L.




-at th@ end of the year.

Y
-

This regresented a large ingrease over prior year

years; by 1976, the gross had increased to
$8,650,000. Until recently, a two percent con-
tribution of gross collections has gone to a

-Dean's Fund. By agreement, this has just been

raised to five percent.

Funds . collected by each discipline go into a
discrete bank account, Certain practice expenses
and allewable phys1c1an expenses in excess of base®
salary are paid dlrectly from this account. Since
some ‘base salaries include a professional fee\
component, tMe monies needed to cover these com-
mitments are also transferred to ‘the Medical
School. On arf overall percehtage basis,. fee~-for-
serv1ce income has been distributed as foliows

a. To phys1c1ans as base salary, saIary sup
plements or fringe benefits, about 44%.

b. For practrce related expenses, about 19%.

c. For personnel and equ1pment:re1ated to
patient care, and for departmental
operations, about 18%. . Y(All personnel

K employeed from prlvate pract1ce income

are placed on the payroll of the Founda-

tion, precluding 'the necessity of main-

taining separate payroll and fringe bene-
. fit operations. Also, equipment and -
supplies are ordered by the Center's
Eoundatlon Office, which also handles in--
voices and maintains accoynting re cords
for the departments' restricted ac ounts),

d. For resegrch support, about 9%.

* .

. The approximate‘IO% remaining goes either to .

the Dean's Fund (now 5%) or to Research .and De-

velopment (R&D) funds in the Research Foundatlon
establlshed for each department.

All funds in departmental bank accounts are
spent or transferred to the Research Foundation

There is a ce111ng on tqgal earnlngs rega d-
less of productivity. No indiwidual is permi ted
to earn more than an addltlonal 75% above 'the

NP -2

\

"

.

[}




, , base.salary. In actuallty, few achieve this L
) level of earnings. ‘Many voluntarily agree that - -
‘ ‘ income should be utilized for departmental im- - <

- provement rather th take-home pay. In part, . -

. this somewhat unysdal attitude is accounted for ’

. ’ by a high leved—of State income tax in the hjgher
! N bracketd. The combination of Federal and State

e taxes may take’up to 65% of upper levels of

earnings. % . \ ii ' ‘<

~

C. The.Site Visiﬁ ) ) : ' -
Interviews were conducted by a team of .four with the
\ following: President of the Médical Center, Chairman of
. o the Practice Plan G®werning Board, Dean of the Cpllege
1 T . of Medicine, Acting Vice-President for Administration,
. . Bursar (who coordinates reporting from individual depart-~
v ments, . prepares tonsolidated erorts and schedules audits
2, by an outside.CPA firm), seven department chalrmen and
., six faculty members. ., \ ; . .5 o

! D. Team Observatiops. . ~

The -overall plan hasg the enthusiastic sppport of both
. administration and faculty. There was no expressed desire
to make any significant changes in the plan of operation.

) Considering the number of separate operations, the in-*
. stitution has good total .accounting and knows the dispo-
f ~sition of all money. One of the-secrets of the satlsfgg

> - tion level is that essentlally all of the money (excep
the small Deari's Fund) is utilized within the department
generatlng the income’. Most believe that the systems are

x efficient in terms of picking up and billlng for all work
done.

-

Some doubts that all patients were being billed were
‘expressed by a few in the final session. There i3 a
strong incentive for each deaprtment chief to.have. an ef-
ficient system. , ;

The administration and faculty have worked together to
reduce interference by State bureaucracy to a minimum.
They have resisted pressure to establish a central bil-
ling and collecting system and have used the Researc¢h
Foundation as' a haVeﬁ*for department, R&D funds. Through- :
this Foundation, these funds can be used without all of |

the usual State restrlctlons

104
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Prlmar ly because those 1nd1v1duals earnlngvln excess

- of bas
' ment

dividual or group inporporations.
been taken.

ry cannot part1c1pate in tax deferred ret1re-
trlbutlons there has been some interest in in- ° .
No specifig-action has e

-~

-

There is a firm conviction throughout
that a central billing system would erode

their acdounts.

n
the)1nst1tut10n
ability of g

the physici » to hdve involvement with his patients and

’

E. Conclusions

This school is an excellent example of the fact that | ,°
there is ‘no single organizational plan that will work
well for all schools They have achieved, with about 16,
separate group organizations, what a number of “schools

with'a totally centralized system have falled to achieve. .
Their . suécess is probably due primarily to severq} fac-
tors, )

. . »
€

-1, These departmental plans hawe exlsted for a num- ,
. ber of years, pre-dating moét existing faculty,

“ therefore, most faculty have been recruited thh
* 7" prior kno&iedge of the operatlng procedures ‘

2. The administration has alloweo the excess income’
. to be used by and for the department generatlng
. Ahe incoeme.

-\_/// - ] e e »,
S 3. The admin¥stratiog has "protected" this income )
. from bureaucratic encroachment by the State
// 4. The local tax situation has lessened faculty de- -
mands for more direct income. N
! . , \
. ¢ Case Study #7

A. , Institu nal Characteristics Relevant to the
Practicaan "

This instituton, in the Northeast, 1is public
and located in the -ghetto area of a‘ large metropolis, N ‘
whére together with ‘the 'otHer componemts of the Medical
Center - a dental school, a dradunate college of bio-

* medical sc1ences, a new teaChlng hospital (scheduled-:for
\completxon in 1978), and a major State hqspital affiliate-
" it functions as a prominedt teaching institugion., -

-




-

3

4 N . -
The Institution's professional practice plan is /(
* classified as Type; "B" under. AAMC's. typology.

)

being replaced by t¥e newly constructed Center Hospital
adjacent to the Medical School, a VA hospital -and
_several' other major and secondary affiliations, geo-

\ -graphically. dispersed provigde teaching patients. The
major State-owned hogpital has-over 540 beds which serve
14,500 annual admissions. The present.indigent inpatient
d%rehlodd is 35-40%. _Qutpatient visits number over -
80,000 yearly, “and emergency room visits number 73,000.
The primary ‘teaching hospital under construction will be
apptoximately “the same size as the faculty it will re-
place. Thus, there will continue to be a need for the

~ " dispersed regional network of teaching hospitals td mee€t

' gducational requirements. . ’

The Medical- Schopl is respemsible for just under 3500
undergraduate medical students and some 440 house staff
and it contributes as-well to the"M.S. and Ph.D. programs
in the basic medical sciences and allied health scjences.
To carry out these teaching commitments and the
responsibility for a significant research and service
load, nearly 340 fyll-time faculty aré employed, 240 .:
of whom are in the clinical departments. Of the latter
group, about “160-are practitioners who would fall under
the purview of the practicd plan. Additionally, these
departments utildize the services of a substantial number’

_.of volunteer faculty. : w . o

; The programs of this institution are combined with
» those of other branch campuses in the State 'under a.
higher -educational board headed by a Chancellor and
*governed by a ten member Board of Trustees appointed
by the Governor. The organizational unit encompassing .
all of these programs is administered.by a President;
however,’ the Dean of the Medical -School maintains )
acagdemic responsibility for the programs'of this campus.
The following table-presents;statistics'and,key\;
financial variables related to the school's medical
practigé plan. ' o " . .

'

0. e f

,J

106, L ;

127

. - ‘ Lo
In addition to the .primary State hospital, which is
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’ - TABLE 9 . \
‘ e - . Statistical Data - 1967-76 :
. 5 v : v .
-" ’ J ] iy “ 7 . . N
. .- ' . - . - . - . .
’ “ ) C : 1967/68 1969/70 1971772 . |' 1973/74 1975/76
L Undergraduate Med:,cal Students' U “u: 300 320 400 460 500
. g T )
quouse seatfr . . - 280 . | 280 380 440
ull- time c1¢n{‘ea1 faculty* . S 80 « 80 180 160 240
Full- time clin1cal faculty at 1 . ‘
- Asgpciate Prof. and above* . vl - - 60 60 120
Total volufiteer faculty* ’ - - - 480 - 700
- -l'otal regular operating revenues**, Q ol . $5,682 ° [ $8,155 $11,177 $12,360
Medical practice plan revenues** |, , not available 1,000
Sponsored Research . ’ " $1,329 $ 846 $1,396 $ 2,353 | $ 2,672
o Ratio Full tim clin1ca1 faCulty to " . ’ .o '
. volunteers . - - .37 - .35
, |% of Full-time,ciinical facult - )
‘| &associate and level - - 7 37.9 44,2 48,3
%. Medical practice plan revenues to .
' regular operating revenue ,\ - not Lvailable 8.1
r' - - -
. © y A R .
*Rounded to nearest twenty
, \ **Dollar figur‘es rounded to nearest thousand
. - - .
) ‘ o / . C <
T [
\ @ . 1 - .
. . v .
A
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B: The Plan.- General Description and History
The praofice plan at this instfkdtion allqws the ™
imdividual clinical departments considerable flexibility .
in the.administrathNJQf the funds generated by, their
fa‘C‘lﬂ.ty . -~

‘s

¢

”

~

The present overallﬂPlan evolved in 1971 from jOlnt
efforts of facylty and administration, but was revised by
the Board of Trustees-in July 1973. According tosthe
Plan's by-laws,- it has been recognizéd that the depart-
ments and divisions "have individual needs and require-
ments that cannot°be accommodated by the establishment
of a single 'monolithic' system...". Thus, each entity
is permitted to act on its own in adminisfering its
fuhds as long at the respective distribution fermula has
been approve by the Trustees

This freedom has !!tended’to the areas of faculty
billing and collecting. Because of ‘the dispersed nature
of in-patient clinical activities and the lack of a cen-
tral locus for ambulatory patient care, private offices,
including administrative functions, have been located
apart from the institution's premises ,after reteiving
advance authorization from the Trustees.

The Chairman of the Board of Trustees actively par-
ticipated in the Plan's evolution and he continues to .
advise on aspects of day-to-day administrative pro-
cedures. Significant turnover within -the Medical ki
Deanship has probably contributed to this unusual in-
volvement. . . . .

' )

Several specific rulings have recently been presen~
ted to the institution by the State Attorney General's
Office relative to the Plan's administration. Following
the President's requgst for the State s clarification of,
legal status and pro§ér administrative procedures under

e Plan, a formal opinioniwas rendered -by the Assistant
Attorney General in September 1976. - In summary, this,
opinion stated that the Faculty Practice Plan activities
are operationally under the Medical School, a State en- .
tity, and therefore are subject to statutes and regula-
tions applicable generally to the School. This position,
and specific administrative procedures which will have
to be put. into effect to bring the plan's operation into
compliance with the opinion have been’ the subje af a,.
growing conflict between administration and pr
faculty. The specifc issubs are ‘discussed subseguently
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in this case study.

.'10

"each c¢linical department based

’ d
Objectives R ’ '
= ' ‘ ) B
¥ _The Preamble to the written practice plan.em-,
pha51zes the faculty's responsibility for provi-
ding high Qualygy educatiopal programs, proto-.
typal health care and creat1ve 1nvestlgat10ns in

understanding and controlling disease. The
Statement of Purpose for the plan stresses’ the

* provision‘ of clinical skill throughout the State

to all patlents regardle§s of location of resi-"
dence, economic status, or ftype of illness,
under a system of high standards in a "dignified
atmosphere.", .

. { )
Organization — : C (
A

The Faculty Practice Serwice (FPS) was" crea-
“ted by, and is under-the ultimate authority of,
the Institution's Board of Trustees. Functlon-
ally, the College President has the delegated
‘supervisory respon51b111ty for the plan. Al- -~
though the College is a State body and thus sub-
ject to State laws and administratiwve® pollc1es,
until recently State jurisdiction-overs the Faculty
Practice Service Plan had not been clearly esta-

- blished. At the moment, the extent of State re-

gulation is still being challenged by the faculty.

The role of the Dean of the Medical School is

" not detailed in the written plan, ,althoygh it 1s

established that he has some responsibility for’ _
assuring that faculty participation in the plan
does not conflict with dcademic programs or other’

: obllgatlons. He is involved with the annual

faculty saldry negotiation process, and he is a
member of the Plan's- Profe551onal Board.

The act1v1t1es and affalrs of the Faculty
Practice Service are directed by the Professional

‘Board, cohmposed of elected members from among

those clinical ‘faculty who rticipate .in thé
plan. They are selected proprogionately from
one represen-

tative for fifteen vptlng par pants or reSpec-

- bl figct;ons. (voting participants are those-
w

ho sp@nd at’least 50% of.their time at the Col-
lege Hospital or affiliates. The Chairman of the



y . .
Board is elected by its membership and is author-
ized to de51gnate comnittees negessary to conduct
- the missions of the. Faculty Practlce ‘Service. An
Executive Committee is comprised of one, elected
’ , .member of each clinital department, the Executive
Commi ttee Chzzrman of the principal~teaching hosy L

} * .’ pital, and séleral othér management and academic
administfative officers of the inétitution who .ot

< serve without vote. It is charged with respon- = -
sibility foskoperating the Service. , The day-to-

‘ ' day administrative duties' as 6ut11ned by the Pro-

fessional Board are carsied out by a Business
Manager with subord1nate accounting and cler1cal
staff. N

- K
v A Str;Néng featureoof th1s pract1ce plan 1s
the recognition that clinical departments and '

. their divisional .components have unique require-
ments whiah canhot be adequately met under a i
31ngle "monolithic" system. Accordingly each™ -
entity acts on ‘its own, subject to appropriate

# approvals by higher levels, to bill, collect and ‘@"
administer funds. A departmental Steering Com- {
mittee_istprovided in each case to provide :
"necessary intra/departméntal guidance." ) 1

. ¢ .
3. Plan Featutes . T \

rt-time faculty licepsed to practice in the
ate are required to be members of the Faculty
. Practice Service and to, adhere fo the Plan's pro-
. visions. A s1gﬁed contract, renewable annually,
- attests in detail to this obligation. . Further, « '
& + - .this Institution has a negotlated faculty union
: "contract which rec0gn12es the compensation copdi-.
tions set fQrth in the practice plan. As currenk-
' ly written, the plan does acknowledge' that certain
facul$éy members are under signed agreements with
"other employers" that preclude their partici-
pation in the FPS. Such arrangements.are being
phase. out. - C

~

As a condition of employment, most fupll- and
!t

Tne plan stipulates that all income der1ved
by full-time ‘plan members from pdtient service
‘ - activities at the Medical ‘School, ‘its aff111ates
' ' and at unaffiliated sites is to be deposited into

.

the Faculty Practice Service account..’ (Note:, *
) ‘There is no reference ds to location of or or con-
. f »
. - ) ) ) e
.o ' 5 110 - . L
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"trol over this bank account, a point of growing
controversy in the plan's operation). The plan’
recognizes the tempérary state of inadequate cen-

"“tralized practice facilities. Wide dispersion’
" of clinical practice locations'has gesulted in

the decentralized collection processing described
‘above. - " ' o :

. Faculty compensation is the most sdgnificart
use of plan revenue. There are two major compen-
sation components: first is the minimum guaran-
teed salary, which is negotiated annually between
Eﬁgfin31v1¥ual, the Department Chairman, and the
Dean. This salary component.has two parts: (1)
an academic:base which follows a State schedule
of salary ranges by academi¢ rank, and (2) a

clinical salary’element, part or all of which may

derive from pz;sbice plan revenues according to
varying departifental distribution formulae.

Other funds, however, such as from Federal grants,
may likewise support this element. Regardless of

" productivity under the plan, an individual's an-

nual salary will not fall below the,guaranteed
minimum. Whenever practice plan funds are inade-
quate in a given department to support this com-
pensation element for its faculty, the shartfall
is prerated among the available plan accumula-
tions. of other departments, to be repaid in sub-
.sequent years when surpluses are available.

Second, an individual incentive is possible,

" assuming practicé plan funds are awailable in a

department after the department's faculty mini-
mums are provided for. THe departmental distri=
bution formulae likewise govern the extent and
manner of the incentive distribution. 'In no case
may the maximum allowable total compensatign
(minimum guaranteed salary plus Incentive pay-
ments) exceed twice the top step of the base
salary schedule for the givenr rank.

~

The plan specifies’that gross income to the
Faocylty Practice Service is initially reduced to
support overhead; i.e. cost of billing and col-
lecting, legal fees, medical support, and facili-
ty maintenance. The next lien against the plan's
revenue is a progressive tax for the Dean's Fund.
This is on the basik of departmental collections
(net of oveshead) at the following rate: 5% of
/ : <

VR

=,
L L
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-the first $150,000, 10% of the second $150,000,
and 15% of the net above $300,000. -
- v
7~ After overhead rtcovery and Dean's Fund
obligations are met, the departmental allocation
arrangements take effect in the distripution of
plan revenue. These schemes, approved by thé o
institution's Board of Trustees, vary con-
siddrably.”~ The faculty.of each. department
through their plan-provided Steering Committees’
"have a voice in developing the @istribution
formulae. Each departmental plan includes a
standard provisieon for covering the guaranteed
- minimum salary component and the cost of fringe o
benefits for all plan members in the department.

Each arrangement provides for an "overage"
accumulation, to be distributed: 60% to the .
department, 30% to the Deans' Fund and 10% to
an institutional reserve.accougt.

B

~

The departmental variations appear .
primarily in the percentage of funds going into o ‘
the departmental discretionary account and how
the overage point is .reached. One department, -
for example, follows a formula which allocates
15% to its departMental fund for the first
$10,000 of income generated by the individual. :
Excess is-split evenly betfeen the earning
individual and the departmental funq, only
after the maximum allowable salary*is met are
. additional earnings counted as overage. Another
department allocates first 20% ‘t® overage; the <o C
excess between guaranteed minimum, salary and .

. maximum allowable salary is distributgd between ’
thé earning individual and the department on a’y
sliding sc#e which extends (for the first 25%)

- from 90% - individual: .10% --department to L. .=
(for the fourth 25%) 25% - individual: 7%
department. .- ?

" es

’
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4. Operational Aspects _ S .

Practice plan revenue does not appear as,a
very significant resource to this Scghool. Ap-
proximately .$1,000,000 was recorded for FY 1976.

+. The collection rate against billings. for a.recent
» 9-month period was 74%." The<“smallness of the in-’
(come ' figure reflects a very high indigent patient
“load at the School's primary teaching hospital,
and the fagt that the State-has disallowed the
collection of $1.2 million of Medicaid reimburse-
ments by faculty practicing at that Hospital.

(See SUbsequeht discussion on p. 118).

“~e

Operatlohally the’ depaxtment chalrmen at the
mdment are in control of ,the disposition- of the
income generated. Great "fatitude . has begn grar-
ted to, and some latitude has been preempted by-
the clinical departments’, Faculty who collect
their fees diréctly do not currently turn over
thedir collections, but accrue up to the amount
they are due. Further, those who practice out-
side the School's facilities or affiliates deduct
their own overhead (in lieu of the full plan-
mandat&d overhead assessment). What constitutes
a legitimate overhead plan—mandated deduction is

not well defined; as a result overhead deductions -

of 60%_or 70% of collectlons do occur., .

This plan was- found to functlon 1ndependently
of the S8chool, The billing and cbllections. of-
fice \is headed by a Business ‘Manager, who together
with his subordinate staff are employees of the
plan, not State employees. .The manual’ bookkeeplng
and financial reportlng system is a result of an
inability to gain State apperai for automated
systems.
~ Although the Deap serves as a non-voting mem-
ber of' the FPS EXecutive Committe/Prafessional
Board, he has rdzely attended the periodic
meetings. Rather, an Associate Dean (not a cli- -
nician) represents the .Dean on occasions, and in
general functicns as a’liaison between the Dean

. and thg President in the practice plan area.

s

[

-
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The Site Visit

'Therp was mixed féeliné among the faculiy in their’
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views about the present practjgh plan. Those’who were
vegz positive about the plan.oftern were faculty with-

t1ces at the periphery of the Schpol's. "catchment'
area" It is possible that they would favor the current
arrangement because it is easy to work around the system
There ‘was uheasiness, particularly among the more 3un10r
faculty, that the rules of the plan are inconsistently
applled the result ié.a "rumor mill" that churng con-
tinually, Some)clinical chairmen were critical of the
Plan, becauge iff provides an inducement to conduct re-
mote-site practijce, often unrelated to teaching. A plan,
it was felt, should very.definitely relate tq the educa-
t al mission of the School. gimilarly, the chairman

one clinical department heavily committed to the care
of indigent patients in the major teaching hospltal '
thought that the plan had nat addressed the role of the
Medical School in attractlng faculty to "ghetto medicine.’
Service ¢commitments to the inner-city area were not belng
met, he said. L . o~ . ST

L) - ~~ N N 7

As to "poEketbook" matters, most of the junior fa-.
culty inté€rviewed accepted the premise that this plan wis
not designed to make the faculty practitioner rich nor
shogld it be; its -value lay in providing the departments
and divisions with the funds for the necessary respurces,
1nclud1ng a competitive compensatlon scale to attract ahd
retain a good faculty. o : .

During the ,two- day s1te visit, hour+=long intérviews
were conducted ‘with faculty and adm1n1strat . They in-
cluded: the President of the Center, the Dean and an
Associate Dean of the Medical School, the Financial Vice-
bzesldent of the Center, seven c11n1ca}-department and
division chairmen, -five junior faculty, and three members
of the busihess staff. Most" the®elinical spegi ie
were represented Thé visibéng team Was warmly welcome
by" the faculty.and staff. There was Iiftle apparent

<

-

w1thhgld1ng of peﬁg,nal views and concerns about thg prac-.

- tice plan. The site visit te 1nc1uded an associate

. medical schodl Dean for patient; sexvices, a meaical cen<

L‘tbr admikistrative *ce Pre’sldent, arxd\ one AAMC staff -
s member. o R .. .

C‘,

IS

D. Key Issues‘- ’ . .
: . " '
A number of issues Surfaced dur1ng discussjons. Some
.of these issues relatemto transitory administrative pro-
cedures while others are more seriously concerned with
fundamental philosophy. Most remain unresolved

- -

- - .
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- Structure and General Administration’ - ®-+ . .

>

There.is general feellng among the faculty,
as determined by interview, that the basic prin- L ¢ -°
g}ples and operatlng procedures of the present

actice.- plan are satisfaetory.. A few felt that
some of ‘the language ia the written by-laws needs
réfinement and amplification in portions and that
. such improvements could be easily.- accomplished.
Top executives Jf the Institution and .Board of
. Trustees, although generally satisfjed with most,
f the fundamentals of the plan, hawé grown un-
asy over differing. Lnterpggtatlons surrounding
administrative practices. The plan as now con=
stituted is too géeneral and has retained language
whlchédressed a tempoxary state’ of affairs (in

1971) ichy is no longer Yalid. As awesult,
facul® have been pérmjtted, qreat latituddiim
,their practice lbcatlon,lmgggﬂ of billing and
collecting for their services defrayal of over-
head costs of"practice, and banking of funds col- -
lected. ) .
. —
The consplcuous lack of 1nvolvement of the
Dean. in policy ahd procedural questions was noted
by ‘'several interviewees,* For example, the Dean -
has rarely” attended the monthly meetings of the
FPS Committee. [On the other hand,* there is the-
strong but r ected presence of the President
*and the current, Chairman of the Board of Trus-
.tees %n praetlée plan matters.’“égme.questlontt
‘the proprlety of the resulting "maldistribution”
g of authority for often petfy day-to-day ad-
. ~J\\{,minlstrat1ve details. According 'to. one clinical
cha;rman,,the ‘President’ should serve as Yagent
‘,+ of the Brugteés-in executing si¥veillance over
. the"basia missiéns o e stitution, while the
Dean should be regpor#ible for deploylng_the .
necessary resources te 1ns e program outeohes
Many state regqgulations smposed on the Instl-
tutapn in general have .been avoided by the umits
,of thé Faculty Practic&.Sefwice. Howevex, there.
-have been 1nexped1ent experlences with*some State
- administrative requlrements These include a -
triple-bid system used pon equipment purchases,
. gevere llmltasi.ons ah’ egavel and a generally
pegative State’'atti®™yde on acqulrlng,automated
sygt%ms:_ In spite Qf %hese frustrat;ons, the




facultz are generally apprec1at1ve of the efforts
. of- the FPS Bu51ness Manager and hls staff : .

2. Legal;and RegulatoryﬁIssues e o
e Because of the dlvergenc ‘of vi§w concern1ng
)V/the business administration*of the Faculty Prac-
tice Service, bhetween the executive leadershlp
and the clinical faculty, the Pre51dent in the
pring of 1976 sought an. oplnlon from the State -~
Attorney General's office. " The question was
wposed" "Can the Faculty Practice Plan 1§self,
including accountlng structure, books and rule
applicatlongJ be outside... (institution) and .
*hence, outside State 3ur15d.1ct10n°" The response
by September was that as, presently organized, "the
plan is'a "creature” of and subject to the direct
erwisiongand ol of the Board ofTrustees.
'Consequenfly, it undﬁpy the 'institution's
rules and regplat oW and by Yall State statyges
. .apd regulationg -gendTally' applicable" to-.the
institution. BAs.a result, in "those instances
where present practices or procedur deviate °
fr app11cable.. regulations, the Plans shall'’
be amended to conform to thé&appropriate authorl-
t1es. The effect’ on long tolerated operatians,

2 was quickly .recognized#as prafound. The’follo -

“«ing changes wede ide tlfled as necessary to "hring ..
¢ the plan Lnto conformlty with the Attorney GeneraL
rullng. .

a,” All personnel - adwi istrative,aprofes-'
sional and-clerical)’- workigg directly -
for the plan were tb, be em#?oYees of the
-institygtion (or State), not the plan, . |
regardless of wheére located - (faculty per-
mitted privaté office practice had com-
morly employed staff'lndependegtly of
the institution). State compensbtion’ ang .
" benetj poIches, employment duties and °
qualiflcatlons, and recruitment practices
* wére to. be the only authorized mode '

b

' b All ofs the flnanc; 1 jé%qrds of the plan B
- ‘were to be kept in the~same mdnner as‘ *
those of. the' paren 1nst1tut10n, and were
to beé sub3ect to State audit at .any time.
(Records were inco 1stent with those
, malntalned by the'School and had not been

“\
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. _ audited. = . \ : . ,
c. Outside bank accounts were to be discon- .
" tinuéd, the funds to be turned over to
central institutional accounts. (Out-
.ot side accounts had been commonly acéepted)t

d.. Investmént of funds darned under the plan
was to be*l¥ndled solely by the State's '
Department -of the Tr%asury‘*

\

e. All purchases, contracts,.and agreements,
® °  including facility leases, reguired by the
plan were‘'to be subject to State pur-
chasing procedures. (There had been no
.standard. pdrcha51ng contract practlces) -
When the State's ruling and its implications
were understood by the practjcing facg}ty,'the
reaction was traumatic and dniversal. A growing
polariza’bpn occurred, wi the faculty desirous
of prese™ing their 1ndep.ndence from State
bureaucfacy, and administrigtion compelged to exe-
cute ‘officially. sanctioned \golicy. One key busi-
ness administrator felt that\there had been an
Qver-reaction on the faculty's part, and that the
State's administrative "red-tape" was not as
harsh imagined; all. that was needed to work ' :
under tH® rules and regulations Was advance ‘plan-
n1ng by the faculty.

¢ o

-A rather prompt reaction by an 1ncrea51ngly
,dissident faculty to this. set of events was the
.involvement of the Faculty Practice Service' s
outside counsel®in the matter. .(A firm had been - /
under retainer by the Fg§ to advise on separate

issyes, bt this was now a clear violation of the

. Semte rules, which stipulate ghat only the At- »

tgrney General's staff '‘can provide legal opinion

o State entity), This outside firm countexed

thEiState s ¥ormal Septem#ér ruling with an “
ion "hased on factual and legal analysis"”

that the EPS was not a "creéature" of the insti-

/tution .and thus not subject to the State statutes

and applicable rules. . This brief suggested. that.
a complaint,be filed with the State Superior .
Court seeking legal affirmation. At the moment, ‘
.the State Attorney General's office is reluctant
.to negotiate with an "illegal" counsel.
7/ s S ‘ A\l
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The Chairman of the plan's professional Board
has become the major spokesman for the clinical
faculty-on this, problem and in summary feels that
t present climate is_counter-productive tomain--
taining a quality faculty.” He was joined:by-many
others among the interviewees in predicting a®
"mass exodus" of faculty from the School should
the full impact -of the Attorney General's ruling
be realized. ' The President and Board of Trustees
are reported ready to risk that possibility. e

. 4+

.One other possible "ripple effect" was sug- :
gested by a Deputy -Attorney General newly assigned
to the case. The faculty union contract now valid
was premised on the 1973 practice plan. Should
the plan’changé materiaily, it is'probable that a*
new union agmfjement will have to be negotiated. -

. . .

‘A major problem came to light from the intes-
views concerning,thd inclusion of, certain third-
party reimbursement revenué. Fhe collection of

. Medicaid .fundsg associated with the faculty's pr’ N
tice at the major State-owned hospital affiliate
had-initially beendviewed as-a conflict of in-
terest, j.e., the-faculty could not "double-bill"

‘a system that was already prg¥iding much of their -
Compensation as State employgesexpected to ren-,
der iridigent ®drgq.% Several ars of controversy
over this isswe. fin%lly led -in October 1975  £o an
Attorney General's ruling that the faculty of the

.institution who'WeresMgdicaid providers could

legitimatedy pender claims under that program.

The ¥'thorny ¥ iissue; howewd A became retroactively

of back paymfents. by'the State. One prominent <
department "“@pirman indicated thag dhis ‘Problem
had &dbated with the school gropping its claim tq
retroagtive payment.'\}‘, ' .

‘&“Alihqugh annuatly each member of the Faculty
Practige, Service is obligated to sign an employ-
mént ,centract in@icating‘the agreed upon compen-
sation® tetms; «it became clear during the inter-.
views, several mofths after the due date for the
comrtract, #hat only about 10% of those faculty
entitled to a guaranteed minimum salgry hadgexe-

‘Ruted theiy agreement.: ghe reasen seems to'stem

- the structufg/gffthevcontfact docuntent, i.e. /
-to

too, standardized rm to.adequatély address the.
var&ous clinical cgmpensati?n supplement
- 1 . ) ' .
R ) - . .
| ’ 118 { ' :
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possibilities.’

~ fi‘ Professional liability insurance has had con- f

®' giderable faculty and administration fecus over
' several years. The major issue is whether or not
: . . those faculty who have unauthorized out31de prac--
. tices .are covered by the institution's ‘'self-in-
surance reserve fund. 'The administration has
made it clear, that such individuals are not so .
- . protectgd. One Orthopedics faculty member,
o though legitimately covered by the School's poli-
: cy, expressed strong resergatlons over whether. .
the institution.ha adequate resources to protect o
a spec1a1ty group so.subject to suIt

3.. Pract1ce Settlng and Hospltar Relatlonship

- - The 31tuat10n of inadequate fac111t1es to
a¢commodate the-clinical faculty and their prac- /
, “has long existed at this,’school. The de- '
- pendence upon a "centrlfugal" network of hospital
' affiliations in the absence of a 1argq institu-
# tional hospital. has contributed to the faculty s,
establishing their practices at sites remote & . °
from the'Medical School Also contributing to-
this decentralization has been the recognition
" that many private patients are reluctant to re-
, ceive care in deteriorated areas.. The practice . .
- plan at this institution has been lenient in per-
: 'mlttlng practices to take place in outside qguar-
o oo ters, provided authorization jn advance is ap-
. LT proved by the Board of Trustees through the plan's
Professianal Board.

The Central Administration has noted a con-
. spPeuous absencd of advance approval for such p
off-site offices. The counter ¢laim from the .
. Faculty Practice Service's leadership is that per- -—
L mission requests had been made, but had not been .
acted upon by the administration. . N

d f' g;hefe is some likelihood that the need for
. out€ide practice sites will diminish in the near
, . future, as current ‘interim administration fa- X
cilities are vacated with movement, to the. new :
. adjacent Hospital and Medical School structures.
There do Seem to be mixed views among the faculty
. and staff interviewed as to hpw soon ang whether
, or not, in fact, such quarters will be mhade
N .

<
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available for priyate practice offices. These

" prospects, 1n addition to access to, prlvate and--

semi-private patlent accommodatlons in the new

"Hospital expected to be~complete in early 1978,

suggest that the current issue over outside prac-

‘{tiges - legitimate orlothergise - will moderate.

At least one clinical chairman, however, feels

.th&.new 513 bed.facility will be inadequate, and

that the allyre of present accomedatlons ko a
suburban patient ‘population heésitant to travel -

to an inner-city fac111ty - no matter how neff and'
attractive - will be factoers to overcome.

Financial Considerations
. P 3

The single issue arousing the sharpgst ex-
change between clinical faculty and administra-
tion is the™existence of faculty practice bank
accounts outside the Medical School, and hence
oyside of control of the State. Though this ‘ar- .
rangement was neither allowed nor prohibited by
specific reference in the written practice plan,
it had apparently heen condoned by the administra
tion for several years., as .long proper. collec-
tion rules and reportlng-proced res were obeyed.
As early as Spring 1973 the President had
authorized the creation of the outside account(s)
for funds ‘generated only-from patient care ser-
vices provided at locations other than ‘those -un- -
der institutional’ control; income arising from '

el

"services provided in school facilities was not

to flow througp those accounts. The State At- .

-torney General's Septémber 1976 opinion has ryled’ -

against the existence of any outside accounts.

By April 1977 the Faculty Practice Service was |
instructed by the Bresident to transfer all pri-
vate bank agcount funds to a Medical School ac-
count. He promised that no monles would be with- .

- drawn from the account without®approval of the

plan's Business Manager, and that all transa¢t10ns
of the atcount would be open to the Plan's busi-
ness office for review. In responsg, a riumber - of
specific technical questlons were ralsed by the

')

. Chairman of the FPS governing body, e.g. "Can FPS

officers and business mangers be 51gnator1es on
the proposed account?" ~"How would FPS audit the
fund aCCOths°" . ) -~

et

An underlyLng fear on the part of many faculty

' A
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and some administrators with respect to having
¢ practice plan'lncome under the Medical School's
- set of accounts is that this resource will become ~
consplcuous in its 51gi%f1cance to the State. - . - .
. . The consequences might-be for State budget of-
' ficials 'to regard this itgm as a legitimate State
budget offset, thus redhﬁgﬁgﬁthe State/s net ap-
propriation to the School. furrent State budget
* instructions do provide, for the” first time, for
specifically identifying plan earnings; they had , .0,
previously been sheltered-'as restricted funds. ’ '
Conspicuously absent from thé current written
practice plan is a description of the nature of .
, flnancg reports which reflect perlodlcally the
<, : status plan revenue and obligations. Also mis-
i sing is a deflnlthn of the type ofJFecords ich
need to be maintained to meet State®audit stan
dards.- Until two years age, State auditors had
been unable to audit anything other than the "bot-
tom line," finding little control in the files , *® -
and nd_tracking system. In,short, they found the
flscal records, accordlng to one administrator, ‘ ’.
"in a shambles. Although aggregate fiscal data
has gfeatly improved there has not been a good
reporting scheme for individuals which would allow . ot
quditors to carry out a thorough review at that
level, Interviews with the Plan and the School
business administrators did reveal a growing spi-
~ rit of cooperation in sharing practice plan fis-
4 cal details, although these are mostly at agdre-
: gations above the individual, e.g. monthly re-
ports of.billings, cellections and receivables
by departments. One problem surfaced which af- .
fects the nature of fiscal records, and audits; : . }
State accounting is on an accrual basis, while . ‘
FPS records are.on a cash syktem. _ : -

[

The pres;::;\bf central billing and collecting, .
received a generally positive endorsement from
"the faculty interviewéd. One prominent clinical SN
] chairman for a high earning department expressed .
» -« preference for a centralized function, which . .
'Y should tend to insure ‘consistent and reasonable o
: compliance and thus minimize rumors of visplations.
The absence of-compliance with centralizéd bil-
lind and collecting may be attributed to the many
. ' faculty with off-site practides who take care of
this function on their own. Should they be

Y » . -
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forced to use the central service while maintain-
pe ing their separate practices, sharp reaction
wowld beeexpected
\ ~
One additional fiscal issue needs comment-.
The written practice plan is not explicit regard-
ing a means for ‘monitoring ihcome earned by the
faculty member outside of those amounts handled
dlrectly by the FPS business office. Neverthe-

" H¥'s, the requirement that such individuals -
furnish to that office either a copy of IRS Form
C,.an accountant’s statement or letter with
spec1f1cs has become a routine requirement.

. There' is suspicion among some administrators ané
: faculty as well, that there is inconsistent en-

forcement of this monitoring method. To help
allay this concern and ‘the feeling that other
practice plan rules were being violated, the ad-

. ministration in, 1976 requested the State Auditor

. to review the pfan s operation oh site and if
necessary to inspect individual's prlvate income_
tax jrecor

’

[

E. Conclusions _ , '
" .

It was readily apparent to each of the site visitors
that clinical facuity and administration are set on a’
collision cdurse.should the present polarized views ‘re-
garding State jurisdiction persist very much longer. Le-
gal action appears very possible., the consequences of
which, should the court rule ‘on‘the side of the faculty,
would have b»oad, national repercussions. There does seem
fo bé reom for compromise in many areas.. For example,
plan generated funds could be sheltered in a separate
entity., e.g. foundation. Although protected from the
more onerous State regulations, sound administrative
practices could be established by plan and School ad-.
ministrators, and an acceptable earnings monitoring sys-
tem consistenly applied. A foundatlon, in fact, does now
exist as a non-profit corporatlon organized .under State
laws for, broad charltable, scientific, literary and. edu-
catignal purposes. The _st¥ong- argument co¥ld be made to
the State that although "the plan mlght technical be a
"creature" of the State sinee the faculty members are
public employees, overly restrlbtlve administrative regu-

Al

\ v .

lations might tend to discourage the practitioners from- =

carrying on that activity and following through with the
necessary billing procedures. Mereover, financial sup-,
port for the School from this source should-be regarded

-
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pogitively by State oﬁfiéials as a relief to iax—bgsed
appropriated funds. . RN

-

One particular]ly troublesome matter is the decentrali-
zation of practice sites: It is likely to diminish once
the new hospital and renovated ﬁ&actiCe facilities become
operational. At that time central billing and collecting
would be more practical to enforce. Thys the need for
monitoring individual IRS tax statementg may become moot.

The reported amount of funds generated by the prac-
tice plan is not impressive. Although the size of the ‘
full-time clinical faculty is not large.and  there is a
‘heavy servicé responsibility for indigent patients, net
income to the plan eould very well be dess than the po-
tential. This too is likely.to be remedied with the
prospects of greater control in a more centralized pa-

. tient care setting and with imposed central fee handling.
In particular, the present laxity and inconsistency in
determining a fair cost of .practice overhead figure,
closely monitored, is detrimental to the accumulation of
fupd§. : .

This school, in summary, has a faculty dedicated in
.general~to the Institution's ¢bjectives, not ‘the least
'of which the delivery of first rate care to an under-
privlieged)population. A well drawn practice plan con-.
sistentBy tind competently administered and communicated -
can and should assist in that mission. R

-
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Dear i . -

-
A} -

I am fo]lozing'up recentffelebhone discussioﬁs with

. on the following topic. As/you
i know, the Association of Amewican Medical Colleges as .
. * heen invelved for several months in a compreh Study
of 'Medical Practice .Plans. The project's scope and
objective has been a nationwide réview of medical school

~ structure and operations .of some seventy plans found to

exist in documented fort. The effort is intended to re-
sult ‘in broadened knowledqe the current state and

" trends concerning medical practice. plans. Thus, medical
schools developing a.pjan for the first time, or 'prepar-. .
‘ing to alter an existiny plan, would have the outcome of. '
this study as a ready eference work. &

' The first yea fforts on thig two-year. study Have - ,°
.concluded, and an I’ierlm report will soon be released ’

‘to the séhools and othpr interested parties. This phase® '
of the study focuses on the organizational -and adminis-
trative details of the individual plans received, find--
ings are summarized, apd trends over two decades analyzed. »*
v o Further, an annotated bibliography on the sub4ect’ qf

practice plans was published. The interim report will
- also include a &ypology, .under which the plans studied

are classified. A set of inceme flow diaarams are a1sp

-

v,

‘ . The Association has bequn ’the ‘'second phase of the
_Study of Medical Practice Plans. The primary thrust &€’
’ o "the second year will be an in-depth review of six selectr
. ‘ed plans. , This will be done onsite where it.is hoped.
. ' “that a represeneﬁtzve group of school administrators and
facuylty can be interviewed. The result “will be a wr:tten

-
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practice arrangements, leading to descriptiops of the - Lo
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MR ase study which addresses more "the "physi010919a19 than-

L, Y - the Mafatomical" characteristics of the. practice plan.

“,‘f " Bach” school will have the final-say on what is said .and

‘¢« how it 1s said. Fyrther, they will be kept anonymous
“the final publlshed report. A number of issues will

. . - -the perspective of’ various individuals affected By the
. @ i pPan, mot1vat1 g forces bringing .a riew, or modified,
- N plan into , among other dlSCUSSlOn items. ‘

schools, as well as ex ine practlce arrangements which

¢, u~» -are more formal, centyally structured, versus those -less
‘ ' structdred aﬁﬂ‘decentrallze at- the departmental .level

or below. It™s als&®sgur wish to include in the stucdy

@i both™ those-plans which™ have undergone some recent major
£ 7 .change .in order to review 1nf1uenca.ng forces, as &1l
« & . as the more stahle plans .
€' . ) o .

‘ . The sxte v151t wlll h; c0nd§Eted by a team of three
o . or four individuals over two days. The visitors will

- " include at least one. AAMC staff professional; the balance -

.+ 4-of the team w11l be.staff from other institutions. The
e - latter will be either members of’ the project's Advisory
) . Commlttee or consultants to that BWpdy and will include
.’ ¢ ‘a'dean or other clinical academician. It WOU1ddE
‘ . »  bemeficigl to the ‘study" to v,lsrt individually £ an hour
, =~ - or so wlth ‘the Dean - of the.medlcal school, its chief .
‘financial officer, the practice plan manager, hospital .

- admlnlstrator(s) .if involved with the plan, the current:
' chairmap of the<plan's, steerlng or advisory committee,: .
e - ,and chairmen of active clinical’ departments such as ) e
. . surqery "and med1c1ne._ . . ] . “~
S ] & )
. ‘

+ - ject fand would like to include . o as a
S .. . . case’study. Yours would be the first v1s1t, and as such,
N 'will serve to'pilot-test our case study methodology. As
‘. ¥  to, timing, and assuming your willingness to ba involved, *
- © woul 'Wednesday, April- 6, beginning at 9;60 a.m.,.and o
.+ .. : extending through April 7, be acbeptabl k. We can look
s L - at plt?'! -dates if need be. R
. ; \.' . _"f |, S \ i - A\‘
. - - . . « 3 -
s e . v - . X .

. _hv_“,";‘ - ' //. ) 5 . 't_l . . 0 -
. é g ) ‘
, \u- §31

a » » : '
\ - , R . .
- . ' ' .
L R , ap @ . N . . .
. ’

’ L ' - N

v . .

. .
N
.

'hjge very much apprec1ate your §nter st in” this pro-.

- ' addressed in-the interviews, such as plan objectives from .

s . . ‘,2 ”he ‘i titutions to be studied will be repre-
. gapentatlve of, akbroad spectrum of « -acteristics. , It-is . .
" ¢ our intent to rev1eW‘the plans in at least three state - »

“b &y,
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e . ‘s

. Addltional details, lncluding names of the
" visitors and topical areas td be'.covered Hurlng the inter-

view, will be sent\shortly.

.
»
)

site

Sincerelyw

’

-

' ) , , - ‘ . v
! B3 William C. Hilles,
i : ‘i; Associate Direqgtor .
i ‘ ‘Division of Operational .
St Studies
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« - prdpgsed Schedule - Day 1:
, 3 .
f e : - ) ‘ ‘
o~ S?B§Rfa§t meeting with Dean ™ 7:45 a.m. - '8%45
Interview #1 - "© . 8:45 a.m.' - (9:45
' Y I - 9:45 a.m. - 10:45
Interlude ° ) e 110:45 a.m. - 11:00,
\’ 43 11:00 a.m. - 12:00
* 1 Team Summary Session (Talkd/)hand
Lunch Noon - 1:30
» P 2
Interview #4 ' 1:30 p.m. - . 2:30
. R v - )
L850 2:30 p.m. - .3:30°
A . . ‘ o
Catchi-up Period o 3:30 'p.m. - 4:00
' 46 - . © . 4:00 p.m. - #5:00
Team Summary Gession (Taped) 5:00 p.m, -~ 5:30
1\‘. ’ Prop&sgd'Scﬁedule - Day 2
. . . . ’ ’
Interview #1 . 9:00 a.m. - 10;00
R I ' 10:00 a.m. - 11300
"Interlude 11:00 a,m. -
, : : 134 11:15. a.m. - {12:15
' s , . . . 2
. ) / - ‘/
Tgam Summary Session (Taped)-and . L
*  Lunch . 12:15°p.m. ‘= "1:45
‘ Interview #4 1:45 p.mé - 2545
~ $5 2:45 p.m. - 3:45
' ) . . -
Catch-up Period . = 3:45 p.m. - 4:15
6 ¢ 4:15 p.m, - 5:15
Teaﬁiéummagy Session (Taped) 5:15 p.m. é 5:45

‘A

p.m.

a.nm..

a.m.
»

/S -
]/1‘:.15 a.m.
]

p.m.

p.m.,
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" ‘ Y /,
MEDICAL PRACTICE ®LANS ' ¢ '
~I. Organization . "
- A. Legal Structure T
.31, Why was the eurrent form chosen? | =y
* /

2. What are the advantages (disadvantages). df thls

type of associmtion? . E ~
3. Have alteratlons to’'the b tructure occnrred

since conceptlon of ‘an 1nst1tut10nal plan?’.

F

4. If yes, what changes have been made?

? e
. = 5. From which source(s) administration, faculty, .
* state, etc., did pressure- for, change emanate?
) 6. How was change .effected? - '
B. Administrative%Structgre‘ o ’ h
1. What is the network of authority and communica-
’ ‘tion through'which plan goals,are transmitted?
2. How has thls/system abetted achlevement of
‘designated goals? . '
~ Y . oo
3. .. Where do breakdowns' ogcur? ¢ . )
o : . A . » v n ‘
<;b4. Who promulgatés management policdies?
' .
5. What distinotion is_there: between rollcy-maklng
.and management actions? . -
. ot ’ - :
6. Who serves as the princ1pal link bepween, the
' . source of governance and the profegklonal
medical staff” (faculty)? ~
-
7. What is the scope of thls per§6n'
T responsibilities? | : ’
} ) o -
8. who functions as administrator for non-medical
i . plan activities? » .
- R (' . . ’ ‘ . " 4 1.
‘ , 136 Co -

. ° '
" - 156 |
i ¢ * 1




\ ,jf , ™ ' . ' ' v
How large is the superV1sory and technxcal staff
supportlng the’ functlon of plan administration?

What group(s) assists plan administrator(s) in
functions of .planning and dec151on-mak1ng°

How J.S the plan é’ﬁected when a major change
occurs in -the administrative structure of the
medlcal school? -

&
-

,What are the special characteristics of this
plarn that -seem to affect its management struc-
ture?

. S——

Membership "

1. What variations in administrative policies &nd
flnan01al regulatlons ex1st for members’

4

: How %f‘ﬁ grandfatherlclause 1mplemented°

.

What is the effect of plan membershlp on phy51~'
cidns' perception of thei# autonomy?

4
How are accommodatlons made’ to pldcate dissi-
dent members? ) , ) .

..What factors preclude plan domination by an,
individual or sub-group (nedlcal spec1alty)p

How does the communzty phy51c&an relate to the
plan? .

’ .

4

Pzactlce Settlng

<

1. To what extent can planvpartlclpants agree to
provide patient servxces outside the purV1ew of
the plan’

. How are teaching patients disti‘gulshed from
private ones? ‘ )

What obligation(s) do physicians have for ac-
quiring faczlltles in which to practice?

. . How are these facilitxes equlpped for patient
service (type)? - ;

N
i




-

. ’ w
* Who, provides the financlal resources to. operate
. patient services? -

What are the available alternatives for,purchasL
ing ancillf¥fpy services? '
* - - . ~ I »

Why is this an attractive setting.in which to
practice. medicine? .

" : - hi

e

>
-

", . . L
By what proce’ss is a fee schedule determined?

. Y .
Who.is accountable for adhering to the *fee sche-
dule? +f - ‘ : '

]

tated the plan?

How is.Efllection of profedsional fees facilir
b . s

Which*aspects of fee manademenx_(billiﬁa, col-
lection and disbursement) are best handled Ce
through the plan? e ,
What other options fér fee madnagement have been
considered or proposed? . . .

~
ES

F. Income Distripution o < 1w

»

1. How is the level of’p§!§eﬁt service activity en-
hanced (limifed) by the_gormula for - distribution
of related rewvenue? ‘ s : Y

’ ’ - N .

What is the relationship between patient service
activity and salary level? L
How -i's iricome flowing through the pian‘hsed to
support other faculty activities, e.g., -teach-
ing, research and administration? 6 - ..

Where are the sources of pressure(s) for
changing the allocation of plan income?
N s .
How cap plan participants who have the privi-
lege, but lack the opportunity, for earning
supplemental income be fully comperisated?




G.

4 .

- What professlonally-related expenditures are
" gpecified by the plan as permissible for the

part1c1pants’

7. Who is responslble for ‘recommending adjust- . /
K ment(s) in allocatlon of patient serv1ce- ,
related income? M N
8. What are the assets (liabilities) of the current
distribution schemep
9. What is the effect on the level of state appro-
< priations to a public medical school with a .
practlce plan generatlng fee-for-ser%ice income?
10. How available is a statement of medical practice
plan revenues an® expenditures to non-plan par-
ticipants? / * . - R
Self-Evaluation e '
'
1. What procediures are used {o evaluate the level
of success in™Meeting plan objectives? .
- a‘.. - -
2. Who participates'in this evaluation process?
. Q . ’
3. . When does plan review occur?
. g .
4. How are t gesults of the evaluation translated.
into modi ations of the plan?
* % ’ 9 '
' \
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. Sample Letter Sent td Medical Schopl.
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LY N, assoc:ahon of amer:can
a3 | medea ccileges

»

. \
. - .

, . \
- - ) August 26, 1977 \ . -

L ]
Dear Dr. ' .’ ' )
. - I am enc1051ng a draft of our wrltten case study of your
Physician Practice )Plan for your comment. I am also sending
a copy along to Dr// and to Mr. . for
their review as well. We are fully apprec1at1ve of the fact
that the subject of medical practice plans is frequently a very
sensitive one in many schools. Therefore, we have mydé every
effort in this draft te mask information that could be traceable
to your particular schdol. If we have been in any way indelicate
with comments made in the report, please feel free to call this
~ to our attention. We want to make very sure tkat you are;completely
" satisfied-that what isysaid in this case study will not cause you
any discomfort when it appears albng with the otheg anonymous studies
in a national publlcatlon. ‘) <

-

. " - Again we very much appreciate &our efforts and that of your.
*  faculty and staff for-your cooperation in this project and the
cQurtesies extended to the site team. =
. ) ‘ Sincerely,

) ) : k&\ ) o~
> ’ - \(_/ \ \j‘u
’ ] » ‘ liam C. Hllles

po 4 Assoc1ate Director
o ’ Division of Operational Studies

\‘{ . : - \ i
., Enclosure: Draft of case study

- -

cc: . ¥
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