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EXECUTI

w
year Study of Medical Practice Plans is any in-depth de-

- scriRtive analysis of the evaluation and operation'of .

.

seven diverse *acuity practice plans. The first year of e.
he study resul ted in p national/ overview of the'struc- % '.
turZand managemericharacteristicS of 67 institution
plates, it presented a .review of, trends as to the way

.

plans have` functioned over the fast two decades,. and it
advanced a scheme for' classifying plans.l

c

'SUMMAq

This report, of the second year of\the AAMC's..two-

.

. ---Purpose

The major purptse of'this.report is reveal ,
through case'study examination how seven carefully selected
plans evolved'And how they work. The satisfactions and
dissatisfactions of'meditalschool faculty and adminis-,
trators haVe been determined by on-site interview and
documented'in the case studies. It is thus anticipated
that those institutlQns about to design a plan for

afirst times or thOseconsidering modifications a pre-
sent plan, can learn from the experiences of otherg.

is
Methodology

The method used to gather information for this re-
. ,' port was on=siteJinterview with a wide variety of medical' t

school/center adtinistrg.tive staff 4nd clinical faculty.
This followed a process of site sel &tion so that, using
the typolo* developed by othe'AAMC in the first Year of
this study; representative types of plans were included,
and medical*sdhool diversity was achieved. Case studies
were then drafted, thoroughly reviewed and approved by
the appropriate school official. Other AAMC data was in-
bluded in the written studies to enhance insight into the
way the plan evolved and fUnctions.

Findings, and Conclusions
?

4

1; Medicate gractice.plans have become an essential'
.'element- it the strucqire of medicalschools.
This is ciconsequencA of the schools' desire td
compete in the marketplace for quality, satisfied

Iv
41.
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fac4ty; to achieve program 'control and balance;
II--

e and-to counteract the reduction of othee'sAnifia
cant-income sources.

'

.2. Although.the)primary use for income from" practice
plans has continued to be the support of clinical- .

facility salaries,-an increasingly significant,
purpose is broadened financial-Cciveirage for pro-
grams throughout themedical school.,

3. The importance of an organized written-medical
practice planuniversally applied to- ill prac-
ticing full-time clinical faculty in A medical4
school is becOminvincreasingly recolonized na
tionwide as one way to contribute to a harmonious
school environment. To have an unwritten plan'
irregularly applied is felt to invite morale and
miscommunication problems.

4. Careiul attention ,to tthe way a plan.is written,
reviewed'and,updated is crudial,to a smoothly
linctioning plan.. Howevpr4 even though aowell-

_drawn plan exists, if'the iplah'is poorly managed
and if there is inadequate communication-between
administrators and faculty as. the plan operates,
explosive situations can occlr. .

5. Many Of the interviewed faculty fe lt.the e was'a
preoccupation with fiscal id'sues,e.g.-bi lihg
and collecting procedures, at their institution.
This was viewed as detractingfeom' mote worthy

_4>bjeCtives such aa using the plan and its pracr
tice environment as a model for health care de-'

6.. In a number of instances faculty practitioners
are provided services such as malpractice in-

.

surance, sPace,and staff withoUt paying" heir
full cost 'either directly from their 'collections
or indirect1Kthebugh4.an overhead assessment.
Ftequently these practice costs are absorbed by
the medical school, or the teaching-hospital.

7. Inadequate dr widely dispersed physical facili-
ties for ambulatory care are feltto be major
problems ate -some schools, and as a Iresult.coAL
tribute to lax adminiStration and4eakened con-
trot over the faculty in, their patient care .

activities. ,Well - planned practice areas that are

vi

10 3 ./

4
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ts,

geared to',an'efficiept operation can attract pa-
tients, Make practice more attractive to the'fa-
culty member and make him more prOductive during
the time he allocates to practice.

8. Greater flexibility in the use of actice funds
has -become essential in meeting the program com-
mitments of,allrschooIs. This is especially
true with public schools'where state regviations.
governing hiring,'purchasing and spending have
become too restrictive and inflexible.

9, Although rela.tioriships between..full-time xlinical
faculty and non-faculty community physicians can
and do become strained for varying reasons, a 40
Practickplan can provide a iiseful Mechanism for
achieving a-referral policyore favorable to the
school. A well-develop6d plan can attract fac-

' .ulty with excellent clinical 'reputations,, am in-
ducement to more referral patients.

e

a.
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',Tfibf-AsqcOn.orAmericart Medical Colleges has
.,completed itt---tiab'-year study of'Medical practicepla'ns
at U.S. medicar scttools.' This review has reinforced the
contention that no subject concerning medigal, schpol man7
agement has led to more agony and'heated2debate-among the
schools' administratprs .ahar-Sadulty than that concerning
the form and operation 61 service plans.-_. the issue--
-thorny to say'the leatt-ii many schools.- has contriblited
to departure of deans and ptesidents, has hfoUght about
serious'iNpasseq between clinical faculty and medical

-- school managers, and it ilasttriggeredgreat concern over
A Which inseitutional,mission should predominate - :educa-,

-tion or iervice. Because' of the'controverqY 'surrounding
.practice'plaris,with much 6f the focus on.upoOcetbook"
'iSsues., the topi15. 40 continued on the agenda of innut.7
enable meetings anworkshops and:has:festered a consid-
er'able nulber of cdbsultat.ions..

. / 4.
,

. i1. e r ,
Yt is evident,as-one surveys .the nit4onal scene that

forces often outside the medical' school, sometimes bUr- ,

'eaucratic in nature,, but more frequently economic, have
ledto'the development and refinement of mote and more
medical'practic plans. A practice'plab-is defined as
a set of formal policies and procedures -'usually written
as a single documen.t --governing the manner in whieh.-
f culty physiciar)s -provide patient-services, secure re-

. im ursk ement'and utilize the resulting incoMe.'
,

.

.

In 14676with s poKt frbm the Bureau of Health. Man-
,

power, the AAMC'beg n its .comprehensive study of'medical, -"
practice plans exta at nearly.seventy U.S. medical
schools. The first ear of the studyresuted in An
analysis of the characteristics Rf.all plans available ,......,

to-The Association, a reView:'of trends, the development
of a schemelor Olassifying practiCe glans, and an anno-
tated bibliography on the subject. The results Of thls .

effort have been publiphed by the AAMt.as Medical4rac7
.., tice Plans at U,S. Medical Schools, A Review of Current

'Characteristics and Trends Wolumes I and III,- March
1977. -.The second year of the study has beenoessentially's
an inrdepth'examination of seven diverse plans.' In con-trast to-the "'anatomical" or Structural:fodus of year'One, the second year concentrated on demelopirig a better.
appreciation in a "phys.kological" sense of'how the plan

/ evolve 4nd 'how it functions. .It wilI'be,,helpful,.if.
not necessary, for the reader of this.report to haveread the previous one. ' -

..

I

t
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Scope and,Objectives. , 46

. . .

There are presently*112'established.M.D.4gree=
. .

'granting,fully accredited Medical schools. in 'the United
States. During the first year-of this two-year stud,

.

. medical practice plans at 67 ilmtitutIons were reviewed.
Although the AAMC welcomed full participatiori by all of
the.pchools, a number of plans ere unavailable as they
werei.eitherin the midst of m or evisi , still in .a
developmental stale, oY.In(th cgs -ast a dozen

f'Schools, did pot 'Ave any ac r

,- , -'

The general objective of the first,phase of the. -two-
year study was to identify and descrili te-'primary,fea-
tures of plans foundto be operational nationwide. In,

the first-year'S report cited previously; structure and
governance, mechanics 'of adm'inistratiom,' compensation_
patterns and income floc:4 and disperstl are described.

-e .

AdditiongT1t, the objectives in year one included:,(1)
N..,t, review oT naional trends 'concerning praCtice4lans;

(2)' 'theAmmel6pment of a rationale for "classifying plans
and grOluping them accordi gly.

, 11
, .. .

Pr-

The major purpose o the second year of the project
was to reveal,through ea e study how 'a_sample of plans
evolieed and howsthey work, Satisfactions and, 9issatis-
factions. have been uncovered through on-site interviews
with a'wide variety.df-medical,School faculty and admin-
istrators..It is'an 'cipated%that sehdols about toan
.establish a praotic p an for the2firit time,, or those
copsideiing revisio s, cap profit.froth iths rort which
`desoriOes the experierwerof"Other schools. .

-..

The'report fpr Phage,1 discussed'tfie general his-
toriceldevelopment Which has contributed in ,this coun-
.try to. the generation of practice-plans. Recent con-
lxibutory_events were also presented, as Wass0 Summary
o' other work inthe field. The reports of both years
of the study, it is hoped, will add to the *her sparse
literature in the field.

.,

sib

I
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.METHODOLOGY

Thia:section will deScribe the methodology .for the.
. in-depth, on -site examinatiop of practice,plans'and the

views of school participatIts at a selected group of med4-
cal schools.
)--

1
.,

Site Selection

Tht research design for this'phase of the study in-
dicated that the sample of schools would represent a pro-
per bglance,of public and private institutions and a fair
distribution of practice plan types. The tentative site ..

selection was influenced by plan type and by institution-
al-factors. The typology developed in'year one of the

y study was used as a guide. According to the typology
under which-467 plans were classified in the first year
study,'nearly, half were Type A .("centralized"), over

. one-third were Type B ("intermediate") and the balance,
Type C ("decentralize"). Sttuctural characteris ics of

7it

medical praFtice plans, as presented in the typ ogy,
were re-ex*ined along with other plan fetures e.g.
recent revisions in plan structure and/or operation, in-

.come.disttibution.schtmes, and techniques used in plan
i mplemen -tion, in order to further discriminate among
the vari ty of plans which might be included as'base
studies Further, varying mechanisms such as financial
audits, special billing systems and employmtnt agree-'

ments 'sed to implement the practice plan quid Ines, '
were roadly represented among the casestudy ihstitu,
tio initially proposed.

With respect -to institutionarfaCtors 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 institu-
tional characteristics were considered such as age, la-
cation, relatiohship with parent ivers,y, student en-
rollment, size of clinical facult h and nature of clip-.
ical facilities.

,,-- A' tentative list of Study sites was selected. An
alternate list was also compiled in tile event an invita-
tion to participate in the study was rejected by a par-
ticular set of schools. Lettere,were sent to the medical
school degn or other appropriate official inviting par-

a
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ticipation (see Appendix A). All schools initially ins
vited agreed'ta_part±cipate.

The diversity tesultihg from the selection. process
is seen in Table I. One additional explanation is in
.order, hoWever, as initially six plans wee'selected for
study. .As the site visits which are discussed belthw took

.4place it became eviden't that most, if,not all six of the
plans, were having significant problems and fadingthe
prospect/of major revigion.. It was felt that at least'
one plan should be a stable one and represent an insti-

, .tution with.a high degree of faculty and administrator
satisf'acOtiOn. Thus, the seventh ttudy (Cate Study. #6)
'was added.

Logistics of Site Visits

Site, dayvisits of a d ac:Pna half to two days at the
case study sehoolsodere felt to be maximally productive
if the composition of the visit team and the iftterviewees-
at the site-were'well chosen; A three-member visit team
was judged.to be the right size, and in general comprised
one RAMC staff'member and two friember0 from the Study Ad-
visory cOmmittee. A conscious effo4t was pade to have an
acadethician as'one of the visi'torsin ordex to maximize
peer spmmunication akthe gchoal. The Association staff
member served as the /team's secretary and had the ulti-
mate responsibility fo' drafting' the resulting case
study. :

a

Interviews

.The selection of the visited institution's faculty
and staff to be interviewed was left to the judgment of .

the school's initial _contact, usually the dean. HoWever,
he was urged toselect a variety of, individuals repre-
senting not only different .functions relevant to the
plan, e.g. plan, anager, hospital adthinistrator; prac-
ticing physician!' but also varying faculty,rankt,
plinesi and attitudes. The team felt it important that a
'range of opinions be represented -- dissident and. vocal
as well as complacent.. Most of the interviews were

. scheduled for a single Individuarfor an hour, usually
starting with an'infqxmal breakfast meeting with the dead
(see Appendix 13- -'Suggested Interview Schedule). Breaks
in the interview schedule allowed time for the team to
collect their thoughts and to summarize on tape the re-.

, . 4
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sults vf the -interviews

0 /

.A''sin4le assigned room was u'. .

views for time efficiency. Ts
d for all the er-

as'usUally a lo iqo/
convenient ,trthe'majOrity of th respondents.

The ,site visit teant Conde Fated its
r

questio. g
on three brpa&areas: (1)'his oryvid,evolution. f the
practice plan;. (2) the operat' g mechanisms, to t ex-

.

tent'tApywere unclear in th written plan (circ ted
in s'dVa'he to the team membe S); al20= Prthe res dent's

perceptions of the plan's o. jecp.vesland his/her a ses.S-
ment as to.whethet'those go is Otre being attain d. Al-
though it was planned to k ,15 the interviews re atiVely
'unstructured, an interview guide was.deVeloped Appen-
dix C) with sample questi ns posedunder -major date-
gories. These questions ere'nrher all-inclusive nor
were they askOpi,of,All intervie ees., By rand large they
were intended-to.be open/-ended and followed up'with team
probes to stimulate elahbratiori assnecessdry. It was .

recognized early on, thatone.,impdrtant element of the
case stuay.reports would be tile contrasts in .perspective
likely to emerge through the 4.nterviewprocess. From
his standpoint and that of actfleying a very frank, open
exchange with nearly-every respondent, tha interviews at
each of thd seven sites were considered by staff and

.
cOnsultant.14:1b be successful...

Written Case Study /
..

. !.-,,
,

.FoilowinV each ipstillutio al visif it was the task
of theiteam secretary (AAMC st ff) tq prepare the initial
draft of that case study; It/was'pranipd that it should/

76mm'\ include the_followinq: (11 ,ary page; (2) section in-
dicatingthose,institutional characteristics relevant to, 1,1.,

the plan; '(3), genral plan description and'history; '7'.',

(4) report of the visit and/ findings as expressed#by,the
interviewees ,(5) team observations4 (6) .conclusTbns.
The draft was circulated f r comment to other AAMC:staff.

.

and 'the other team member . A revised version ygp.then-
sent to th school fork royal (Appendix D). Tot the

. extent th dean or desig ee suggested changes, Allesewere
made and f nal proval then sought: With the eweption
of one school w idh did recommend substantive qftanges,
thp other institlitions!either accepted the report with-
Out modification or repmmendeeminor changes in tone.
The studies,have also' Iliad editorial input from. the Study
Advisory Committee as /A whole. The Committee felt tha
it was not necessary

/
/tO.hold to absolute consistency ot* ./

,

4"

5
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format. .Rather the extent' and nature of the, plan issues
and the availabilkty Of information about the plan should
deteimine-their trqbatment,in the written study.

Use of Other Data

In.preparing for each institutional site visit and
as the case studiesvere drafted, the study's staff-drew
upon other AAMC data.relating to that school,,and its
practice plan. Such data already in Assocation files

,

included accreditation reports,.statiStics from the In-'
stitutlonal Profile System,,the written p],an itself, and
relevant coirespondence. These.materials provided great-
er insight into the way the plan evolved 'and functions.

L

.41k,
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RESULTS AND DISCUSSION

An Overview Of Seven Medical Practice Plans

Basic Medical School Characteristics

Although the principal objective in selecting'a
,vgtodp of medical, practi6e plans for in-depth anal is was

diversitY, one-consequence was a varied sample medical
schools. *From the accompanying Table 1, bne es that 'of

.

the ,seven represented,, there are two priva,< and five
public schools, three of which are either free-standing

-Or quite autonomous from a parent uni r it . The yar.
the school- was organized ranged fro h Y 1800's-to'
the 1960's. tour are located in , Northeast/Mid-Atlan-.
tic' area, and one each' in the -S th Midwest and V st.
Al of the schools are situat in .urban cepters
ever, population size Varies,considerably,from s tly
more than spoon to abouti,9,600-,000 Three si s are , z/

.,___-,,,,_),ppula.tId by under 1,000,000:,
, . .

-;. ; Relevant statistics for the seven institutions
,

shoAd the following ranges: approximate-number,of un-
dergraduate medicalstudents - 260 to 680; house staff -
1Wto,540; full-time clinical faculty - 8q to 440.
Volunteer-faculty at the seven schools` are 'reported' to
number between 340 and ,460: Ai 1975-76 regular Oper-
ating:income to the schools, tat is revenue which dis-
counts that associated with such sponsored programs as
research grahts, ranged from $12.-4 million to $20.6 mil-.
lion. Praatice, plan revenue was reported as"

J.ranging

fromabout $46 miliion at-16ne.school to $9.7 at another.
The resulting relationship, of plan income to .regular
opetatitrig.revenue was as.low as five percent and as high
as..5ixty-one percent...

.

As to. clinics - facilities,. six of the schools, the
major teaching hogitalamd the medical schocas are under i -4-,

common Ownership. -.'The seventh, the teaching hospital is
separately incorporated but affiliated. The total bedi.
aveirable amohg the major teaching hospitals are about

.,709 and range ftom 179 to 9/73 per hospital. Total
clinidi'affiliations for t4le-seven institutions number

. -about.60. _

4
.. .

.
,., ,

,' I

The'multi-page table which follows -is formatted as
.

a profile of the sevencase stud4 s. Basic medidal
school and plan characteristics e included.

.

..
i. ( .

.

4

:
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Table 1

Profile .5f Medlial School Practice 'mans Selecsedxfor Case Studies.

am=
0

Study
#1

Study Study
02 ' , 13

qtudy 'Study
#4 05

Study

#6

Study
#7

BASIC1MEDICAL SCHOOL CHARACTERIftfeS

Yeas Organized* ,

Ownership Status

Regiofi

',,Number OddergraduaSes Me4,1cal StudeneC*

..,
#

Ndmber House'Staffil
. (

'

.
.

Num&r FT Clinial iFulalv*
-,,

.. . .
Number Vol teer

011.

Faculty%
...- M.

0- sr, ?

-II., BASIC cTglu9TI4 .11'

.

Typologt al Designation ,

A. Organization

=Legal 5tintture

Pisnliricotiotated within medical School

" /len separately. incorporated from medical Epoch

41,

r

N101

,

4.

-

1900 1800 1880

1

Private Pilblic . Private

Rortheast

420

' 260

900

6\

D'rtmental opons'pg 1
Aplect legg framework.'

1:-

A ta

but plans csljeetivelyT904 medical schOol

.

'Implementation date '

tDatehbf latest majclerevlsfon

°

Discapakom of pleb, :evoldt1on.'(page refeLaSce)

AdmInisifklive fructuFe and MetobSfshiP.

Natufbof plavteerittg body
- r

2. AlI clinicAl departmOlterspreseoted:do
goJefning body

* .

,

1967

1975,

P

.

Northeast South

%
680 340,

420 '360

280

X

1,1958

1975

p. 54

420

A

1960

'975

P 64

s.

188Q

Public

West

520

620

440

aA

7

1959

1974.

P. 74

1960

Public

Midwest

1840

Pdblic

Northeast

1960

Public

Northeast

44.

260 ' 480 500'

180 3241, 440

80 200 240

340 700 700

A B B

x X

. .
not oper- advisory , advisOry' advisory
ational

X'

) .

1973 1959 1972

None

P 89

managerial

X

1977 None

P,99 108

nanagerlal advisory

X X

*, '

* Rounded to nearest twantv; 1975-76-lata,

. 4

'Notes: N.A. Not Appl4cablb '

. V 0

1
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Table 1 (continued)

Profile of tiedical School Practice Plans Selected fo4 Csieudies

e
Study Study Study -Stddy Study 'Study Study

/ ,

#2 #3 #4 ' #5 #6 d7

.

3. Cliil d represented lncaepartments are represente equally N.A.
o' 1'

X X X

4. Clinical departments are represented unequally
either by appointment, election, or accord-

culty I N.A. X X

.

...
4 oins to such other cr$eria as practice vol-

5. 5 Presence of central Pliroffice A manager , X X X X

6. Nembershif in plan a condition of employment for
J

. full-time practicing faculty X X X X 9 -X X ...

1

4

/
4

Discussion of plan administration membership
criteria (page reference) pp. 39-40 pp. 54-55 op,4-66

, 42-43 68-60
pp. 72,75 pp. 59790 : pp, 99-103

76,82
pp. 109-110

B. Plan Objectives
A A

Indicated,in plA with some specificity
, X X X X unwritten, X

I .

but gener-
AID . .. , sil.lyk,

understood, .

Level of Fommunication to faculty poor poor good
t

ober poor moderate poort

Nature of pooceSures for evaluation,
, none none none' none noneformal none

* .

*Dis.custhon of obiectives'and evaivati%na pp. 47 -50 pp. 54 pp: pp. 89,94 N.A. pp. 108, 122-123 f(page reference) ' 5i-60 79

C. Pract,ice Setting

Plan parti'Lpants restricted to prictice iA
,s school-owned or affiliattd facilities

Status of primary teaching hospital

'Ave' of cooperation between plan members
and volunteer faculty

Discussion of practice setting
(page reference) .

4

et -

X X X . X% X
ts

affilikted 0owned
.

owned owned leased' owned affiliated
- .

#

f ,,
poor -, 'moderate variable good good moderate moderate

pp. 37:4,3-45 PP. 52 ,55 {pp. 62 -69 - pp.71.84 1p. 86 pp. 9f,-98 pp. 105- 107,119-
47-48 70 , 102-104 121

I

Notes: N.A. Not Applicable

'A t

.
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Table 1 (continued)1

PrO.f.ile of Medical Scholl Practice Plans Selected for Case Studies

' f

.
.

-Study Study Study , Study Study Study Study

#1 #2 #3 ,#4 5 #6 #7

D.I. Fee manlgement

Fee Schedule Administration
. .

Highest organizationarlevel of schedule approval individual department plan corn- pl an1 corn- individual department plan corn-

'
e mittee tittece mittee

Level having right to waive or discount fee individualdual department individual individual individual individual individual

Billing and Collecting
.

6entraiized in plan office

Centralized at departmental level

Individual handles

Combination of two or more 4f the above

E. Income Distribution

Compensation

A signe<Innual employment agreement exists

)11,
0 dicattrl salary components'

Individual incentive limited to 2 of base

salary (if

'Individual incentive limited by amount

allowed each 'lien member

Individual incentive limita by a standard/ '

amount which total compensation cannot exceed

X

X

X

X

X

Motes N.I. No Infoination

0
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f Table 1 (continued)

Profile of Medical School Prfctice Plans ;elected for Case Studies

Study Study study Study
.

Study Study Stud
#1 #2 ' #3 #4 #5 #6 #7

. .

e .

<

I-1

a

Individual Incentive variable among
departments and from yeai to year

Individual incentiveunliMited,'but
base on progressive tax schedule

Total compenation directly influenced
by individual's patient service actiVIty

Discussion of compansation distributidh
(page reference) '

Cpsts of Practice/Plan Overhead

Level at which lab and'iwther ancillary
ari billed

"Of -the-top" assessment of gross collec-
tions made to support plan overhead, e.g.
expense of billing and collecting (per-
centage of,,grosi)

Institutional Allocations
1

Medical School /Dean's Fund

it
x

X

in some in some
X cases X cases

t4.
pp:39-40 pp. 55-57 pp. 6748 pp. 76-79- pp.91-93 pp.100-104 pf109-112

- 46-47 59-61 .. 83

*practitioner practitioner

or pill sr plan plan plah plan practitidner practitidber

1.*::e

arbitrary arbitrary actual artilkry actual
25% N.A. '10% cost 33% N.A. coat

4

k.

x X

4 Barning department (discretionary account) X X

x

x

X

Echelons above medical school

F. Prominent Issues Identified by Interviewees
(page reference)

Billing and collecting procedures

Communications between plan administration
and plan moamrs

Practice facilities

Incentive arrangement

Departmental distribution formulae

Management ofigrinse benefits

"Town-gown" relaionships

p. 45

p. 42-43

pp. 43-45

pp. *46-47

pp. 4648

p. 47

413

p. 55-56

pp. 59-61

p. 59-60

p. 61

x

pp. 69,70.

.p. 70

PP- 82-83

84

i

Notes: N.A. Not Applicable

25
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p. 94 P. 104 pp. 117-119 . , e'- '''''

L20,122
.

.-9114. ...

'6:1E111263-119
ci

pp 119-120

4
. *

f 26



F

.1

4v`

2".

7MIMI11

Table 14(continued)

Prof1ile of Medical School Practice Plans Selected for Case Studies

a,

1:

^
Study Study Study Study .Study Study Study
tl c. t2 #3 t4 t5 #6 t7

.
.

I

Communicat$ons and plan goals

Level of collections

Roles, responsibilities and admilliptrative
relationships

Restrict.jve or onerods administrative procedures

Financial reports 4Ib
Possibility of encroachment on plan revenue by
'entity above school

Application of plan rules .

Plan overhead

Distribution by earning units to non-earning
units

pp. 47-50

n% '45* p.83 pp 94-95

0

ft.59-61 1.68-69

P. 60-61 p. 69,70

p. 6/3

P 83

P 59-60

44 15. 45

C. Plan Ac4eptance by 'Both Administration and Faculty
as Perceived by Site Visit Team poor

1}

V

PP94 95

P 94

I

pp. 94-95

p. 95

pp.115,116
112-118.

pp. 116,120-122
,122-123

P 120

P. 121-122
-.1

moderate - good good good good poor

I

4

"sr

`s.
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Basic Practice Plan Characteristit's

From the diversit seen in the description of the
slpven medical schoo , one would expect the practice
plans to be quite ifferent. 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 isoften rooted in State, law or is
tied to other, external 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 policias, e.g., taxation, third
party reimbursements, influence the structure of'a plan.
Since policies and laws do change, the form.of a pra-ttice
plan governed by them isVorced to change, sometimes
drastically.

The AAMC's publication, Medical Practice Plails at
U.S. Medical-Schools; A Review of Current CharaCteristics
and Trends (Vol.-I),.reported on the primary features of
practice plans operational at 67 U.S. medical schools.
The study. suggested a way for, classifying-medical prac-'
tice plans.2 One key, element in the typology is organi-
zational structure. This typology (Table 2) held t4t
plans could be grouped along a centralized /decentralized
axis...Type A represents the centralized extreme 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 specilties are permitted.
The intermediate,grouping - Type B - _depicts the case
where considerable disdretion is granted to the depart-
ment or specialty, but under a centralized framework.

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 outsidi the. school was established as a for-
profit corporationlat.the initiative of the facUlty
(Case Study #5). It is-governed by shareholders'who are
the clinfdal department chairpersons.

L.

13
6

t.
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T A B L E 2.

MEDICAL, PRACTICE PLAN TYPOLOGY

) 0

PLAN,FEATURES

.

TYPE A TYPE B , TYPE C
Centralized < Intermediate Decentralized

,

<

Organizatiod & Participation

A discretely recognized
entity,- either within or
external to the medical
school, having its awn *
personnel, budget and
procedural guidelines.

All practicing clinicians
are included lend directly
and/or indirectly through
their representatives meet
yrith institutional 'officials
to'focus only on clinical
practice - related issues. ,

'

,

A full-time manager super-
vises the day -to -day, plan
operatibn with responsibi-
li for all administrative
sery ces supporting the '

prac ice of medicine.
i

Ali clinical practice relat-
ePrevenue flows through /,
the Plan Office which
renders bills, collects fees
and disburses income.

. .

A commory,framework for
clinicalpractice activity
exists within which depart-
mental or specially groups
function.

.

Most clinical' disciplines
are participants in delibere-dean'consult
tions abgut clinical prac-
tice - related issues identi-of
Pied by institutional
officials.

A member. of the dean's
regular administrative staff
is the locus for coordina-
tion ofmanyiplan support
services.

-.

Unifdrm procedures for bill-
ing, collection and dis-,
bursement of fees are imple-
mented.

. 1

A variety of clinical prac-
tie arrangements for
academic'departments or
medical, specialties are per-
mitted:

Executive faculty and the
as necessary

during the routine conduct
generalmeetings.

lir .

..

Either the department bead
or his designate directs
administirative support
services.

.

Options for billing, collec-
tion or disbursement of fes
are available to academic
departments or medical
specialties.' , )

*;Structure
.

-* tolicydpetermination

. *

Ny

f,

Operations
..

',

* Administration*
.

.
. h

4 Fee Handling .'

/

,

( Private Medical Schoi ols

'

12 10
.

.

3

.

...

is Medical SChools '

.
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' The original indeption date's for-the seven plans
range from 1958 to 1973. One plan (Case Study #4) was in
constant operation fof.fiftpen years without major re-

'xcept for two' recently 'developed plans, all
have undergonelmajar revision 'since 1974.

.
-

---
.

.
Practi 1 s take a particulfr form from the 'out--

I set.orvt.hey evo ye over time either because of external .

forchs.as as. a result of interligi pressures. A frequent
progvesslbn is fot aninstitutcoh without a controlled
*plan at' ail,' i.e., full -tire faculty permitted unlimited.
practice-and income, to take on the' characteristics of

.Tl'ipe C.' -Grgdpa1j.y.,J1E:will move'to Type B as pressures
for more centralized control build.''Sometimes a strict
plan is-imposed 'suddenly where no plan existed before.
Under such circumstances, either chaos erupts ht the
-institution:or the plan quickly moves to'a more liberal
Type i structure.

. .t 7

Wjth respect to the seven plans reviewe d in-depth,
the following can be 'said: .

,

In One instance -(Case Study #1) State legal
considerations regarding f -splitting and

li
lcical tax rulings were the dkces which in-
fluenced plan evolution fro a somewhat

/ laissez faire approach to partnerships to
medical schoOl control.

fl .

.

, .

The 131.an described in Case Study #2 evolved
from a situation where there was. tptal ab-
sence of controls Over faulty earnings to
one Where although. there 're earnings cok-
trols, each department i permitted to.es-
tablish its own legal stfucture.

Income tax considerations and the,wish for
complete faculty control over patient income
were the dominant forces in the development
of the for-profit corporation (Case 94T.ii #5).

The presence of a faculty union 'and collective
. bargaining in yet another institution (Case

Study i6) was the influencing force at one
stage of thli evolving plsri( however, 'an un-
favorable Ip/tax ruling (shifted the plan's

, structure-frgm a non-profit corporation to an. /
unincorporated entity within the medical
school.

4
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As far as the other plans are concerned, the
initial legal structure has remained un- ),

changed; revisions to the plans hAve dealt .

more with plan operations, e.g., bilking and
`colleCting.

4

Otganization - AdministrativeStructure and Member-
ship'.

A formally constituted steering committee for the
practice plan exists at least do paper at All seven.,
institut..i.pns site-visited. 'TWo.of the governing bodies,'
exist as managerial bodies with Sgecific policy - making
authority; the rest ave advis9ty to the dean or'higher
level. In one instance (CaselStudy #11 an advisory com-
mitteeis provided for, buthlits been inoperative. In
the majorityof cases, ehch,clinical department is re-
presented on,thgoverning-body, and interviews with the
faculty at these 3tiites evoked no strongly expressed con-
cerns over this aspect Of plan adminlitration. In two
institutions where the committees were e4ther not repre-
sentative or not functional, there were Q.,erious concerns
expressed by many of 'the faculty intervidAed.

Some practice plans have been criticized for being
structured in such a fashion that a particular individual
or subgroup, i.e., medical specialty, dominateS the de-
sign and'condutt of'the plan. For example, the Chairman
of the Professional Board at the school representedby
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 2ot provide for turnover in the .

chairmanship of the golerning body. Further, at this
same institution, membership on the Board is proportiodal
to the sizeof the clinical faculty in each department.
The five,member'Supervisory Board associated with Case
Study #2 is=comprised of only three faculty (two clini-
cians) elected by the;Executive Committee of the Faculty
Board."-

Five of t e seven plans reviewed have central plan
offices and ful -time managerial staff. The most signi-
ficant task for these central offices igithe billing and
Collecting of patient geneiated fees. Because of the
growing complexity of patient fee management and various
tax and legal consideratd.ons, and because of the
creasing significance to the medical school of income
from this source, there 'has been 'a s arp increase re-
cently in disc te practice plan b iness offices. A
faculty group practice is reco d'as a.unique activity.

*
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- withInAh academic Medical institution. Abcordiftgly,the
-,person,ifi charge of the business aspects.,, it is generally' 4

felt, should bespecially:,trained in group practicepana-
gement.

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

. With respect to membership obligations in the plans,
only one of the seven does not require vits fulfltime
faculty ractitioners to be members as a condition of
employme t. In this instance (Case Study #2), one
dppart ntchairman'has successfully resisted including
the practice of his faculty under an institutionally im-
posed plan. .

C. Plan Objectives and Self-Evaluation

Most written practi&e plansusually in the intro-
ductory'section, state the specific goals around which
the plan is designed. These are intended to'sUpport the
major prifiCiples andaims:of the medical ,school which
are often more generally expressed.. Of the seven study
plans, five have writtemobjecti.ves which are specific.
In one instance the objectives, though unwritten,fare
,thought to'be generally recognized by the administration
and faculty; in the other case,.plan aims are neither
written nor appear to be well understood. In lact 'in
most instances, even though,the goals are stated' in the
written plan, there is evidence that their communication
to the faculty is poor.

The most coimonly.stated,plan objective is the at-
traction and retention(of quality faculty through the
provision.of acceptable compensation levels.not achiev-
able through other salary sources. An additional ob-
jective quite prevalent among the seven plans is theuse
of plan revenue'to.help achieve departmental and school-
wicle program enrichment with stable; fle4ble funds..
Aside from stressing monetary advantage se 'plans
emphasize the objective of enabling ph sicia s to main=
tain their skills as practitioners so at they can be,,
made available to yatiehts'in a quality health care de-
'livery environment. Was disclosed on two site,visits,
however, ,that there is some faculty discontent that the
plans focus too much on administrative matters to the

17
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'exclusion of imprbving the quality of patient care.
,

Ag far as self-evaluation is concerned, with one
exception, the plans reviewed have no formal system for
assessing the plan'sperformancpagaihst stated objec-
tives. Rather, ,the common practice is to consider plan
modificatibns irregularly as the need is felt or as
crises occur: Each plan has a means of amending its
written form, andthis 4rocess is usually participated in

t broadly by the plan'g membership.

The pne plan whic0 does provide for -regular plan
review (Case Study #2) does so.through its governing, body
on an annual basis -- according t9 the written plan. In
actuality, however, this iesponsiNaity is taken somewhat
casually, and because of.the very small Maid, opinions_
do not represent the total, piActicing faculty.

D. Practice Setting'

In six of, the seven- plans under Study the plan mem-
bers are restricted to practice in university-owned or
affiliated facilities. At six institutions, the primary
'teaching-hospital is owned or leas ; ,in one it is mg..:
affiliate. By and large teaching p tients at alq. of the

.schools are indistinguishable from 'vate patients.t.,-

`The nature of the practice setting in several.of the
studies was.either a very serious little 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 instittition to A
very serious maria9ement crisis. Although less serious
with Casq Study #1, the scattered nature of practice sit
at this institution has contributed to a system of ver
weak control over billings and collections and legs an
satisfactory services rendered by the central plan
business offioe.

In no cage`among the seven plans studied is the ar-°
rangement .designed - nor-the facilities provided - to
demonstrate quality health care delivery.. The pbani are
more bil4ng and expenditure control mechanisms than
object lessons in group.pramace.' /This particular point
was stressed by several faculty (Case.Studies #1, #7).-

The character of relationships etween
clinical faculty and community physicians was identified,'

35.,, 4.
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as an issue at two of the institutionstvisited. In one
instance (Case Study-14 the,proyision'of services, e.
malpractice coverage, to the volunteer faculty membe
using the clinicAa facilitles of the school and without
payment from.hinC, was criticized 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 straining the "town and gowftw
relationship.

E. Fee Management

The traditional fee-for-service system was foundto
be the practice at t seven sites visited; no experi7
mentation with prepai health plans was apparent under
the governing medical service plan. As to the highest
level where fee schedules are epproved, in three in- .

stances, he plan committee has this responsibility, .in
two cases the indillidual departments have that authority,
and! with the other two plans it rests with the indi idual

)4
physician. It is very common nationally that the p "c7

tice plan grants the individual practitioner the p ero-
gative of discounting or waiving the patient charge. In
only,one of the seven case studies is that authority at
the departMentel lever,

Of all the-administrative issues and problems ob-
s at the seven visiteti institutions with respect to
thei practice plans,, those concerned with billing and -
collecting,have ca'used.the most vocal reactions.. Three
of the seven plans reviewed provide a completelycentra-,
lized service; two plans let the departmehts handle this
'function; and in the other two cases there is some sem-
blance of a,centralized service thrbugh the plan 6fflice,
but in many instances at these two schools, there ap'pears
to be confusion over billing and collecting with indivi-
dual physicians unsure what their responsibilities are.
The problemican be illustriated by exple- (Casa'Study #1):
dhargeS are set by the physician and lapent'to the central
plan office'for recording and mailihg. 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 id' a com-

l. plete double bookkeeping system since each practitioner,
"keeps book", on the central business offic. There aie
unsatisfactory cash control, mounting accounts receivable,
and inadequate policies regarding uncollectibles. More-
over, since each doctor sets the fee,- collects it,-files _

the insurance and keeps books On everything, he asks,

19
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with some justification, what service he is-paying for in
the central' plan office.

41#

F. Income Distribution f 4,

The most frequently stated purpose -for having a pra
tice plan is to enable the medical school to offer finan
cial inducements to attract and retain'capable medical
educators. It follows,' therefore, that faculty compen-
sation, which. includes salary and fringe'benqfits, is by
far the .argest'item iuppOrted by practice plan income.
this was-evident at the seven schools.site-visited. At
five of the institutions, the practicing faculty sign
-Annual employ ant agreements which indicate the salary
eomponents./'

The association of faculty compensation by source
ant, faculty effort by activity was reviewed in the fi,rst
year of the Study of Medical Practice Plans.3 A direct
.relationship between faculty involvement (percent of time
spent in major areas of"ntivity) and sources of faculty
compeniation was found to exist at 40 percent of the pub-
lic medical' schools and 52 percent of the private schools.

' AS to the seven plans reviewed in depth, four repre'sent
schools where the relationship was identified. Two of
the plans were designated Type B, one was Type A, an the
fourth was Type C. There appears to be no connection be-
tween plan classillcation (AAMC,typology) and the re- . ,

lationship between faculty activity and compensation
source:

Except'for one school, compensation for practicing
faculty is on a geographic full=time basis, i.e., total
earnings-M.-fan individual are influenced by level of

,patient care activity and the funds he or she is responsi-
' ble,for generating. In these caset, the institution prb-
vides a base, or guaranteed, salary compqnent, some of
which may include funds generated from-patient care.
Additionally, there is a supplement or incentive in the
aorm of bonus 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
proporticin he realizes as personal income. Only one of .

ihe seven schools) has an unlimited individual incentive;
five have, some variation of an absolute total ceiling

/ (one. - Case Study #5 - uses a sliding scale).

A strict full-time compensation system holds
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that a clinica1 faculty member's total/compensation is in
effect guaranteed and not influenced by,,,practice plan in-
come. rThe single schoolooperating on this basis (Casef.
Study #4)is re-evaluating its verx conservative incentive
plan, an arrangemept seen by many of the,clinicians inter-
viewed as pdbviding 1,itt..le personal reward- for initiative
in patient, care.

The customary practice for most medical service plans
is to support "off-the-top" from gnass 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 *lade against the gross which may or may not
cover those overhead costs. A striking observation was
the extent to which faculty piactitioners 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
school of the-teaching hospital.

At some point in the income diStribution scheme,
funds usually are channeled both to-the medical school
dean for his discre4onary use and to the earning depart-
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 balances among the
schvol's programs and departments, inc?uding the basic .

sciences. A number of interviewed 'faculty, for example,
were appreciative of a system whidh-Aes designed to com
pensate those who are capable teachers/ or researchers,
but who have little opportunity for patiellt care.

1)

The form a# content of financial reports showing
.the,status Of collections by individual and by. department
and the way these reports are communicated bgla central
plan business office was found toebe a problem a't threp
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.

G. Prominent. Isslies Identified by Indkviewers

Table 1 shows the more prominent issues and cohcerns
-which surfaced during interviews with the faculty and
administtators at the seven schools site-visited. Also.

A
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shown op the Tables is the reference location where the
problem is more fully discusBedjn'the respective case
study.

Again, matters relating to such'financial operations
as billing an collecting, fiscal reporting, incontive
formulae And.plan overhead assessments were therNst
v6cally maligned. There was an additional issuerraised,
also financial in nature, which pertains to the Ipay.

states appropriate funds to their universities afid the
medical-schools; the relationship of practice income to
thdappropriation, and the.expectations of adherence by
full-time faculty to state rules and regulations-. With
Case Study #7, a legal battle appeals imminent cw this
issue", the consequences of which may have significant
import upon plans elsewherg in.the nation.

r1^ .

4
Other than those which are financially related,

general is ue which is apparent to varying degrees i
mos o t ,schoo s site-visited is one of intonsis ent
o ly lac ng communications between school ad=

sand lap members. Sometimes the practice
and of adeqtately expressed, especially . ,,,...,,a1

t' lty members. At other times, -the composition
of n's steering committee, the regularity of its
,meeti , notices and. minutes - or absence thereof. - are
comm nication factdrs,which lead to poor morale.

H. Typology as an Indicator of Plan Success
.

Table72 (p.14) displays the. major oFgani tional and
operational aspects ofa-practice plan and des ibes
Attributes along a centralized -'decentralized axis. Fou
characteristics are presented - structure, policy deter-

,mination, administration and fee handling. In general,
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 administerthe plan; and
billing and coil cting ia centralized above the department
level. The Type C lan, on the otherhand, ib character-
ized:by the existenc of a .variety of organizational

, k---.
patterns among the c inical department plans; advisory
committees are either on-existent or operate very cas -

.

ally. usually with a minimum of faculty ih involvement; -,,

administrative tasks place at the departmental level; and
billing and collecting arrangements vary depending on the
wishes of the-department or medical specialty. Type B
.plans.fall between these,two extremes. 4
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It might be easy for some to Conclude that plan
success relates.to plan type. Intuitively, aType A
structural plan - where the ground rules are Spelled out

\t explicitly and where faculty has an opportunity to in-
fluence policy - could "lead one .to judge the plan sue-.
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, cite.
might conclude that a loosely structural framework of de-
partmental arrangements, as exists with Type C plans, ,

leads to an unsuccessfukinstitutional practice plan. Yet
such a .decentralized plan could result in satisfied de-
partments and faculty.

On the basis of the in-depth reviews of the seven 41,.
plans in this study,"typological designation is ibt a
reliable indicator of_plansucdess,. The single plan
(Case ,Study $6) which appears'tb be most_successfuly,
e.4 have the fewest problems, is classified as Type B;
the two plans which have the most difficulties, are also -

Type B. With that designatioh, one might presume that
the pitfalls suggested with Types A and C above'could be"
avoided. Rather than associating a plan's'#uccepss with Ow
the 'degree of centralized administration whidh,it mani-
fests, one might better relate it to such operational
aspects as: (1) frequency and nature of communications'
between%plan administrators and plan Bernbersi (2) type
of faculty incentive arrangements,'gr clarification in .

the written plan of roles and authority limits, ('4) epos.

fectiveness of billing and collecting_ mechanisms,. (5)
character' of services in support of .practice and how these
are costed and charged.\,

.

Case Study Summaries

Case Study 41

This
)(

.

B plan at a priV4te.northeastern school is
'

defined by a series .of documents;- a'complete written_plan
does 'not exist. Manageitent is.centered in the plan
office, but several departments mid specialty groups per-

, form plan -]dike functions autonomously. An advisory co-
mmittee is provded for within the plan-defining,docu-
ments, but it hasnot been functional until recently.

Mandatory membership includes all futi-time clinical
faculty whose annual employment agreements identify a
base salary and incentive componenelnd stipulate the

6
%,
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, I

-general rules of the plan.
L

Monies for the base or institutional salary are de-
rived from the school's qpneral,funds, hospital funds,,
grants,. 'practice revenues or a combination of those ele-
mints. The incentive component is subject to a ceiling,--
but formulae for computation Of the ceiling vary from ;

'department to department. N
. ,

. ' $ )

Administrative cost to departments for ,Which the
.

lei bills and collects is 35% of collections. An addi
, -

ibnal 5%, which is credited to the generatingdepirtment
for researdh,and development, is:assessed for institu-
tional evelopment. A 4ew departments which dO their own

Ili!

billin and,collectIng dbnot pay the '25% administrative®
costs t do contribute
mponen

the eA% institutiorkihdeveIopment
.dOt,ito the, e,pan.

,

The:site'visit team identified problems of communi-
cation be'tween plan'administrators and clinical faculty.
These may have arisen as a result.laf turnover of academid

' leaders and the'lack of activity of the faculty adv4ory .

committee.. The assumption 'of leadership by the planb 0
business managerial staff hos-prompted criticism by the

. faculty. Suckvdrificisms centered around inefficient,
poorly controlled billing and collbcting procedures.

Other areas of concern by. the fac
'were the relat/bnship between vol eer
plan, interdepartmental incondi ency of
mination, and lack of.a cleisidefinition

ves.
:

Case Stu #2

ty interviewed
aculty and the
incentive,defer-
.of plan objet-

.

The Prictice pIaPat t isurben=based pubtlic in-
stitution,in the Northeast as initially established twd.,
decade', ago, following a riod whet! faculty were per-

, mitted to practice for tees tnder arrangements that did,
not,allow for adequate control. Supervisory hanagement
of the practice plan is' assigned to the-Dean of the Me=

Sdhdolc and a five-member Supervisory Board (inplu-
ding' the Dean)-. Not 'ail clinicians are particrpants.
Most clinical departments have formed corporations, but
some Are organited partnerships, and others permit
soIo:-arrangemen6. ling is not oentralized. The plan
is categorized as Tyas,

4epartstemt.,Chaizmen recommend, Dean and Chancellor

.24 ,.
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apprOve faculty compensation - basic salary paid from
State funds,. plus Hoverpractice income -'from the-practide
plan,. The plan permits additiohal.,:incentive income,.as
approved by Dean and Chancellor-tchke pa from the plan's
earvii(ngs (after expenses, olverpraCtice income, fringe
bedefits and the dep'artments',and Dean's Fund partiti-
pation in the earnings). This year the plan is expected
to y d $6 millionin total revenue. afthis total -

fa ty income froM allowable "olierpractice" and incen-
tiv may 52.6Million, the depart nts' de-
4lopment ftnds'may receive about $1 million, and the'
eans FUnd'$500,000.

, It was generally'agreed key 'the faculty- and staf f
interviewed` that the plan rovides 'the means for attract-
ing andiikeeping BRdult nte State-prOvided salaries

_.,.'s are not competitive; t n Aikumes,control over,facu-
.-fa lty-time to assureearequi involveMent of the fac ty in '

the School%s educatipnal, esegrch,_and service objectives.
k Some aspects of the Plan in operation need modification,

requiring. more spedific_involvement of th, Supervisory
Board.. -, 1

.

%---' r
Case Study #3 ,, .

.ilo --.. ---,,, 04 °,
1

''The'Prac.tice,pltin, categorized as Type A, at 'this':-,
urban-basedprivate institution in, the `South was forma-'
lly-adopted in1975 as a.set of by-laws and has been : : 1 r
modified since adoptionto refl ct changes in,ithe admini-
trative orOanizatioh of the ins .tution. FdE for Eqsac-i

'tide was. permitted prior .to the an's.adwpticin, but the
arriftementsthen in force permit d so excesses which
the present plan has ;corrected. Administratiye,authortty c°,.

is. delegated to the Vice-Chancbllor for Medical Affairs, .',._ ,,

. ,

with the-Dean of the Medical SCh9o1 'controlling faculty
. mpensation and'the Medical School budget. iqe,Plan'

-,':'operates through the conical Idepartmentsy fee billing:-
' and c21lecting -is beil4rali-zed (except for one departMent)

"under the plan's'bdsiness manager who reports to theVice-,J
. 46' Chancellor. A governing committee advisory. to the Vice-

, 'Chaveidt meets monthly to cotsi et` policy questiohs,
review Ian's budget*, and serve. s 4 forum for plan, ,,!. .

participants.*, '.1

. 4 .
,

,
;

I - .

I..

This year' e plan.is expec d to. yield about $10 -

. million. Fees-e rned by the 175 ull-time;c1.inical fa-
,

.culty partici;pa4ts are paid overto the institution; ten
percent of the grpss collections cover b4iness costs; 10
percent is paid ihto a trust filhd shared equal-1k by Vide-.

'25
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'MS o"
Chancellor and Dean to provide resources for strength-
ening the institution, and 80 percent is divided between

, the department and faculty, under arrangements stipulated
in the plan or approved by the governing committee.
Faculty recefve a Stated salary, agreed upon by department
chairman and Ddait,to be paid from the resources (includ-

, ing the department's share of practice fees) available-to
the department. In additith, participating faculty re-
ceive an incentive income drivel from practice, as de- 41

*mined by the faculty member, department chairman, and 41
Dean._

General satisfaction concerning%the plan's operations
was e)cpressed by faculty and staff interviewed; the plan

provided needed resources to strengthen the institu-
tion ttract and ke p facultiipin tune with the in-

.

stitution's objectives i education, research, and service.
Furtheakimprovement in e plan's business operations is
expectM, and an am-g61 g review of the plan's operations
may provide recommendat ns,for changes to assure con-
tinued responsiveness to acuity and institutional needs.

. Case Study #4

is case study,concern% the plan in operation at a
lcipg-Altablished, public medical school which Is uni-
versity-based and the only medical, school in the state.
The plan fails under Type A of the AAMC classification
for the study of medical practice plans.

The primary features of the plan,are: (a) all full-
time faculty icensed to practice medicine must partici-
pate as a condition ofd employment; (b) with a few specific
exceptiv6s, all fees generated by the professional attivi-

oges.oflthe participating fvulty"must be turned over to
the plan; (c) by state law, the plan's revenues can be

'----zused only towards augmenting the base salaries of the
4 clinical and basic scienPe faceiOver the levels per-

mitted by state and other fund g. 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 lAse
salaries and*fringe benefits for medical school faculty;
(c) providean incentive distribution to the departments
that generate the income which can be disbursed as addi-
tional compensation to their full-time fatuity in accord-
ance,, with institutional guidelines and departmental formu-
lae.

r/
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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,faculty, and with'the assist-
ance of a full-time plan manager. The amount available
as departmental incentive distribution is determined each
yeas by -the Dean, in consultation with the advisory com-
mittee.** Those determinations are based upon accrugool 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, Unklersity Board of Regents governing

policies,- Medical hool's policies, and Committee guide
lines. The featares'of the incentive component vary from

4 year to year andmare nly vaguely defined. ,,,

The plan has been i strumental,lince its inception
in 1959, in allowing the.schoOl-to iaise salary levels to
competitive standards, and hA'Wperffittted-institutic01\,
growth and-the maintenance of quality, programs.

-Although administr4ative improvements,are constantly ,

pursued, therfaCulty are not entirely satisfied the
system. They'resent, their lack of control on.how the
money is spent. iThe Rtinciples Vn which the plan is
based,are tied to,saitem.statutps, and therefore it is un-
likely that substioritive changes will occur in the near
future. ,

.wor,4i: Case aLIAK #5
, ,

Governed by a BOard of Tibstees Aptiointed by the
Governor.. this free- standing,, public, Health Science
campus. is relatiNie/y young- to4ted in an urban setting-
in the Midwest, the prac4d plan is categorized a's Type
A.

.

4t)tfie initiative "of the faculty a.practice plan was
organized 15nly a.fewtyears ago for the purpose of gene:-

. 4ratincradditionaliYinenciar resources for,iMproving re- 4
_._. cruitmeht andetention of faculty, and to permit the

A scpool'to redUce its commitment to faculty salary sup- ,

, port., !. -.
..

1.
*

.

/

A or-profit corpo ation has sole jurisdiction for
theIbilling and collection of all practice related in-
come'and its disposition. The.dbrporation As governed .

.,
by sharedholders who are th cliical department chair-
men. The shareholders elecf a separate Board of Direc-

411P
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tors consisting of themselves, the fean of the College
(ex-officio), one elected physician from each clinical
department, and others 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 couorationts directors. A centraliied bill-
ing and collection system obtaiRed revenues of #3.2 mil -
lion last yearlfroM the.patientcof 325 eligible partici-
pants; unbilled accounts approximate $2 million. Member-
ship 1p essentially mandatory fOf furl-time faculty (80)
and oftional for part-time faculty, and practice is limi-
ted to the school's owned and affiliated hospitals.

Collected revenues arercredited 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 negotiated between,
thellean and the Department Chairman; the sepplement 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 331'is made
against gross earnings for the operating costs of4the
corporation, a beans' E:und and a departmental account.

The res urces generated by. the plan have enabled
this young institution to ,develop more rapidly than ,it ,

otherwise could have developed, and the plan seems to ,
ft

have the general suppoft of the administration and de-
artment Charimen. However, other faculty Ohrticipants

voiced criticism relative to billing, collections and
inadequate reporting, and some objected'to the control,
distribution and'use of the funds.

Case Study #6

This case study concerns the plan in opgration at a
long' established, free-standing, public medical school
in the East. ThetAAMC classification is Type B.

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 clinic41 depprtment willbill.for and -collect,
private income for patient services rendered by all phy-
sicians

ft
holding a faculty position and who receive a. base

41111,
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salary f m
a full time
a discrete

the institution equivalentto 35% or more of
salary' for that rank. Funds are deposited in
ePartmentallbank account.

r ).

There is an overall Governing Board co ststing of an
elected repraentative,from each of the sixteen clinical,
departments. (With one exception these representatives
are the Department Chairpersons.) In addition there is
oAe.generally elected representative from the basic sci-
ence departments. The President of the Medical Center,
the Dean of the College of Medicine, and such other of-.

ficers designated by he President serve as ex-officio
members:

The Governing Board establishe4 standards and pr'oce-
dures fortheMedical Service Groups consistent!vith7the
policies /of the institution and its Board of TrUstees.
It rAlceives an annual budget and'financial report.from
each practice group and employs a public accounting firm
to audit the records of each group. These repOrts are
made available to the-President of the Medical Center, or
his designees, and all of the reco s 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 affiliated hospitals.
Each department establishes its own sch ule of fees.

Disbursement of funds from the departmental bank
account can be made in accordance.with the approved bud-
get and within approved policies. These are: ffkre per-
cent of gross income to a central fund for th benefit of
the medical center; administered by the President ot'his
designee; reimbursement to the hospital for costs in-
cbrred relative to private practice; paymept of all.other
costs of clinical practice allowable as a deductible ex-
pense under Federal. internal revenue service,guifldelines;
salary supplements, as recommended by tI)e deparment chair-
,man and approved by the-Dean and President, not to exceed
75 percent otthe maximum base salary 'No.' that rank; and
additional Lange benefits on the amount of the supplement
paid.

The service groups are'not entitled to hold property
and all unexponded'funds at the end of eith calendar year
are paid to a foundation which establishes a restricted
account, administered by the College, to be used for-de-

. ipartmental development.

29
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.

. t The administration and faculty have worked together
to re4Uce interference by a state bureaucracy. They hate
avoidda a central bipling, system,' which they believe
erodes the ,ability oill the physician to have involvement
withhis patients and their accounts. Considering the
number of separate accounts, the institution has goad
total accounting and knows the diiposition of all mbnby,
The overall plan has enthusi'de4.4c support of both admini-
stration 4nd faculty and there was no expressed desire to

(make any significant changes in the p1411 of operation.
.

,
,

4
Case Study #7

The subject of this study iira plan e4, fairly recent
origin for a State medical school serving a large inner-
city, underprivileged population in the northeast region.

Although the plan falls under Type B of the AAMC
classification, it was designed and remains in an pterim
form because of the temporary state of patient care and
teaching sites. Facult maintaining offices some miles
from the Medical School ill soon bp consolidated in new
and renovated central fad lities:

The principal feattires of the are: membership
is obligatory for all'full- and part -time faculty licen-
sed to practiFe in the State; a central admini-
strative framework with a committee structure; and
an optional central billing andcollecting system.
Considerable departmental independence exists to design
distribution formulae after proyiding for mandated as-
sessments fc5r overhead and for a Dean's Fund. Salaried
compensation is in most o#ses comprised of (1).an acade- 4mic base iAtzt<c4.1 follows a State schedule according to aca-
demic rank, a clinical supplement, part of which may
cote from practice earnings accumulated by the department
and negotiated anngally, and (3) an individual incentive f\
based on departmental formula. The base, supplement and
incentives together cannot exceed.twice the maximum aca-
demic base salary possible on the State scale fOr the
partiqplar rank.

A recent ruling from the State Attorney General's
Office solicited by the institution's administration has
made it dlear that the plan is a "creature" of the State
and,subject to its rules and regulations. This has a-
rbused'bitter controversy ,between clinical faculty and
adminisli'ators over the eAtensiv0 ramifications such a -

ruling Tas on administrative 'practices. Affected are

..
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persbnnel hiring and compensation, purchasing procedures,
outside bank accounts, financial reporting and'audit
practices. Should the present polarized views continue,
}legal battle could ensue, the consequences of which
might have significant impact upon present faculty and
upon plans elsewhere in the nation, r

Ns,
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GENERAL CONCLUSIONS

Several conclusions can e advanceeat this point
based on the two-year study o practice plans at U.S.
medical schools. External an 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 facultyat'each of the seven
institutions site-yisited were' all' addressed during Phase

Whitt 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:

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

schools' desire to compete in the marketplace
for quality, 'satisfied faoUlty; to achieve pro-
gram control and balance; and to counteract the
diminution of other significant income wurces.

2. Careful attention to the way it is written, rA-de-
viewed and updated is critical to a smoothly
functioning practice plan. The document should
include details on the plan's steering committee
arfd how operates; clearly defined institut-

, ional obj iives, guidjyg principles, and plan
goals; de inition of thdividual and committee
roles and authority bpunds; faculty and admini-
strators' rights and obligations; and a clear
deicription ofee handling, compensation ele-
ments and income dispersal.

(
3. It is

4
unfortunate that most plans, Aven the well-

written ones, do not provide for nencarry out a
systematic self-review and e'sluation 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

33



4. Although financial matters Aare important in, the
operation'of a medical practice plan, it seems
with most plans there is an over-preoccupation
with the "dollar sig."

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

6. Although th e primary use for plan income is sup-
port-for clinical faculty salaries, an increas-

k ingly4 significant purpdse is financial coverage
for broad'programs throughout the medical school
via departmental enrichment funds or deans' dis-
cretionary ;ands.

7. Very often faculty practioners kie provided ser-
vices such as malpractice insurance, space, and
support staff without paying their full cost .

either directly from their-collection-s or in-
directly through an. oVerhead assessment. Such
costs are absorbed-by;the medical school, the
teaching hospital br 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
patient's, make practice more palatable to the
faculty member and make him more productive
during the time he allocates to practice.

10. Although relationships between fun-time clini-
bal faculty and non-faculty community physicians

s
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can 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 plan/And especi-
ally with one newly developed whefe none existed
before, moderation, gradUalism and compromise
may be the best way to achieve a workable'plan
and to avoid institutional trauma in the process.

ti .14

The nature and operation of medical practice plans
'has for two decades been of'vital interest to medical
school administrators and '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 an medical

.school administrators strive to satisfy their bwn ob-
jectives as Federal and state pressures for more open-
ness, cost control and accountability grow.

1
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I
CASE STUDIES OF SEVEN MEDICAL PRACTICE PLANS

Case Study #1

I
lip Institutional Characteristics Relevant To 4e

Practice Plan ,___

1.,

This private northeastern institution is in a-den.-
sely populated urban setting where there areta large
number of patients with a variety of illnesses. There is
a relatively small undergraduate medical enrollment, but 4"
a very substantial number of house staff. It is the aim
of the medical school to help students develop a sense of
social oommitment,by their exposure to'a variety of prac-
tice settings. The significance ofresearch is also
stressed, not only to advance medical knowledge, but also
for its value t, the learning process.'

The school is only one component of a large-medical
th e are six major

-

center wher. clinical affiliations.
The largest hosp tal'affiliate as to bed complement,-
although separat ly incorporated, is contigudus to the
Medical school, and provides the setting for about 75%
of the clinical teaching. It has over 1,000 beds, and
more than 30,000 admissions, 200,000 outpatient visits,
and 50,000 emergency room vi 'ts per year. This hospital

'supports about 50% of the cli ical faculty salaries, all
of the malpractice and most o the expenses of pathology
and .radiology.

t .0
..

Relative to other, medical schools, the number of
full-tithe 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 hotpital revenue outside the practI ce plate.
The full-time aculty-is mostly a young, clini ally-act-.
ive group.

.

The following table presents quantitltive indicators
,relevant"to this case study. 414"

.
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TABLE 3

Statistical Data - 1967-1976

I1967/68 1969/30

ti

19;,1/72 1973/74' 197557-J76

Undergraduate Medical Student *` 341 360 360 400 420

House Staff* 320 500k 320+ 5 540

Full-ti clinical faculty* 180 24.1' 220 240 0 260

Full -tikne Clinical faculty at 140
Associate Prof. and above* 80 120

Total olunteer faculty* 820 ca 900

Total/regular operating revenues** $8,979 $9,823 $14,506 20,631

MediCal practice plan revenues** $685 $1,750. $2, 158 $7,021 $9,288-

Sponsored iesearch expenditures** $7,166 $4,212 $7,629 $10,404 13,068

Ratio Fuld-time clinical faculty to
volunteers* .27

% of Full7time clinical faculty at
rank of Associate Prof. and above* 39.2% .6413.3% 51.2%

% Medical practice plan Seventies to
total operating revenue* 19.5% 22.0% . 48.4% 45.0%

.
* Rounded .to nearest, twentieth - I

** Dollar figures rounded to n7drest thousand.

+ Fluctuations due to change in sourcedocument questionp.
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,l'he'Plan - General Description And HiStory 1.

I
. .

:.The practice plan at this institution f s into the
Type B grouping according to the AAMC,definitfOn Al-
though a complete written descriptionof this plan does.
not exist, there arereports and documents whi.ph adequ-,
itoply describe the pertinent features of the 151an. These
materials" clude' employment contract's and financial
state

Pr 'July 1, 1967,'the professional staff and
facultIvo ,the clinical depart its consisted of approxi-.
mately Ele r611=time salaried ph iciahs; 30 gdbgraphic

faculty;, and; 1,000 unpaid volunteers. The
GFT complement weremprovided offices'Within the institu-,
tion,-paid a dmall:stipend (in recognition'of,their ser-
vices to e Sch6i) and were permitted to practice under
letter Contract. -ceiling was plaCed on their income
beyond "which all' revenue reverted to 'a fund adaj.nistered
by the University., Under thii gystem,-howeverlPthere
,were groWing legall-piopblems where, under State law, fee--
splitting,'Whieh this -Was juid4ed to be, was disallowed.

'1r%Thus.; on July- 1, 1987,4a medical group was organized a#
a partnership.

* a
. The partnership was dissolved January 1, 1972, be-

cause of a niimber of techsicalzproblems.inherent in the
,p.partherstiip structure, e.g., Xt was impossible' to avoid

double paymenfby the institution ofSocial decurity
and UhemployMent.Insurake. Further,-reimbursement by
third party payers beca!ie perMis'sible to staff members
in an institutional group setting ih the absence of a'./
'legal partnership. Beginning in 1972, a' city unincorpo-,..'°*0
.rat.01 business tax 'would have been levied against the
partnership, therefore at that tim the plan was changed
and 'took its present.form.

..-

The current plan provides gen al rules appkied.
u VeersallY within the institution to control the geo.--

graphiC lOCation of. private practice, earning ceilings
and patient billing procedures. The .departments and ,

specialty groups have some autonomy in.use of funds
.re urned to them. .A11 full-time .acad4hic practitioners

equired to participate in thepkan as, condition
'of. ployment and in fact must sign'annua reetents

V
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to this effect'9hichjstipulate base salary. and extent
. of incentive compensation.

J The source of the base component miv.be the school's
general funds, hospital Inds, grant funds,*and/or
practice revenues. In addition, there is an "incentive"
component, which has_ an absolute ceiling. Although
individual employment agreements vary in spe4cication
of;percentages, they 'relate the supplement to q .stayed

limit. --
4

'pr portion of base salary within a stated
Ffinge benefits are calculated on the base.'

-

There is a practice 'Alan office wi kjimi ed bill-
ing and collection functions and accou tingarespOnsi-

.
bilities. The full-tiMe manager, who eportetto the
Colle'ge's financial services director, has . staffof
016.

The individual Aysician sets fees for his serv.ices
and has the authority to determine courtesy discduntsor
fee waivers. . The At.collection rate is about 75% of
'fees billed. The'average monthly statement lbad is

*approximately 5,000. Although billing is Officially
'handled by the plan office, collections,maly be made by
the physicians.thefilselves or by, their departments, With
disblvsement then to the plan offic

7

In most case's individual collections are assessed
a total of 35%,7 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'thani
phy the, overhead, provide' for their ,own administratve
needs. The at is qdherally available-for facUlty
compensation.

The following Statement of Operations for FY 1976
sows' recent income 'and expenses ,for the plan.

1-0
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STATEMENT'OF OPERATIONS
July 1, 75 - Junet30, keg

(Figure rou 4 tp nearest effbugand)

(

4
Income

Expenses:

$'9,288
110

Earned Faculty Income .(Base) 1,816
1 Shared Fees (OverageSupplement) 3,681

.Staff Wages
873

Fringe Benefits
411

Overhead 787
Development Fund-Departments 498
Rentals

366
Outside Services 367
Supplies

246
,Alteratlipns & Renovations ,147

F Utilities
168

4, Travel
Memberships

97
70

Other 276
Expenses Allocated to

DepWrtmeipts as Overhead
(557)

Total ACtual Expenses $9,246

Net Operating Balance-June 30, 1976 - $42

V

V
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Malpractice insurance is provided by the major teach-'
iPg hospital at no st to the plan.Oarti54ants.

' Only within the ast feW weeks has a plan management .

`4 Advisory.Committee been aernated although it has been
',on -Paper"- for sever41. years.' COmposition includes each
clinical department chairman, an alternate, and'an elect-

, ,ed representative from each clinical-department. The
Chairman is appointed by the Dean.

C. The Site Visit

During two full days interviews of about an hour
.each wererconducted with the Direcetreof the major
teateing hospital, the Acting Dean of the Medical School,

.the Associate Dean fok.Busihess, the finantial serilices
Director, the.Administrator of the plan, and the legal
affairs Director. Interviews ere alsb held with the
head of the plan's advisory committee (als9 chairm of
a'major clinical department) and six additional cl ical
faculty members who represented Departments of Sur
,Medi6ine, Ob/Gyn, Neurblogy, Pediatrics and Anesthesi-
.olopy.

. .

The site vistors included a medical ,school Dean, an
Associate Dean for Patient Services and two AAMC staff
members. The visiting team was cordially we/corned: All
of the .interviewees were very responsive to stibns
And provided their own perceptibns and conce nsabout
the practice plan.

D. Key Issues
,

1

4or discussion purposes a number of noted issues
have been giouped by major category,

1. Structure and General Administration

Among the faculty and staff ir)terviewed' :

there was reported to be a general feeling that
the plan, as an integral part of the medical,
school, is in the best interests of the school

and its identified'objectives. However, any
priptice plan applied to the activiVes OTfac-
ulty practitioners should, according to a number
df'the Interviewev, provide a means for the
expression,of vie as to its administration.
_The absence of a functioning manabement committee,
when suit* a cotmittee had been edtablished 4

earlier 'onpaper" contributed to distrust of"
administration by plan participants. This is.
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especially true since, by Olat.-11, .the plan has
been exclusively the opeAtional responsibility,
of business rather than business and academit
leadership.

A strong chairman of a large.clinical de-
partment, newly arrived at the school, will
chair .the re-activated management committee.. He
appeared to 'be dedicated to impoving the exist-,
ing plan and to making 't . At an initial.
meeting of the committee eld in. March, problem
areas were identified and subcommittees were
assigned to recommend solutions:: These included
overhead charges, billing and collecting,. and
program issues.

12, Practice Setting and Hospital Relationships

Throughout the interviews the wishfUl
thought was repeatedly expressed that "if only
a Mayo environment could be established... "'
The reference is to a self-containbd clinic at-
mdsphere-C7gthe everything is readily at.hand for
the ambulatory patient's ease and comfoik.
ing collecting were designed to be',1.30,4`cen-
tral lo s. In reality, outpatient care is wide-
ly dispe d throughout the teaching hospital, a
fact which osters 4 wish by the departments,to
cwitrol their wn billing and collecting. Mafbr
renovation and he lth delivery program consoli-
dation would have to take place before a "Mayo"
could be replicated.,

Most of the inpatient and outpatient care
takes place within the hospital contigdogs to the
medical school. The practice plan is seen by the
hospital Director as advantageous to the-hospital
since it'keeps the "hard *coney" budget under con-
trol by providing support for clinical faculty
Salaries. (App.koxiMately 59% from such sources
as Medicare -Part .) This share QS-faculty com-
apnsation is for' "service" as 'well as for supei-
vision of house dttaff who are paid entirely by
the hospital. .

A number-of the'int viewees feel a solid
move is under way toWatc a single clas,sification
of patients for both ho italized and ambulatory
care. Asit stands-Now oth private and referred

p
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patients are present as Axe sff tients. Be-
cause the hospital does no& charge e latter
type for professional fees, e.g. Med ate Part B, o

significant potential" revenue is lost. Fiscal
.staff of the medicalschool have .esti ted that,
with.a single private clasp of patien income
might rise 40-50%.

Extensive ancillary services are available
in the. hospital for the patients' of plan parti--'
cipants; however, less and less, useds made of
the services partially because.theqplan's members'
have-the optio outside labs.- One cl4ni-
cian stated that liptylital does not account
separately foi suc ces provided to out-
patients; such billing is "locked" tb inpatient

pressed that the group operating under the Plan
status.. .There was considerable enthusiaSni:ex-'

might take over responsibility for the OPD and
the ancillary services, in which cape a fee -for=
service system would h ve to be developed.

Malpractice ins,ura coverage is provided
totally by'the hospital to all physicians (plan
participants and volunteer staff) who treat .

patients in'that setting. This coverage has
been on a self - insurance basis since November,
1975. ,Contributioris to the ppol have been at
the rate 'Of $2.5 million a year, and are, for
the moent, generated from third party reim-
bursethents. There was some concern.that hew
Medicare regRlations may disallow this practice,
and should that happen, much,. if not'all, the
cost would be ttansferred to the plan. (Tie
new regulations have in fadt limited this prac-
tice.) One cl4nician hoped the coverage would
remain with the hospktal:to.induce the
to provide "craillity" patient care: .Although the
plan members je the-hospital's covehrage of 'mal-
practice ins4rafte as an invaluable ftinge bene-
fit, some do not quite belie4 its existence
since no official certificate or 4cumentation
has yet beet provided to the practitioners.
(This is understood to iw in, the works.

,011ne administrator at the school criticid
the complicated and "unnecessarily divisive"
syst014of "chargebacks"owithin the'Center. The
sch441, for example, rents research siice for

,
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its cli 1 faculty in tie hospital. Most,practice cen-
bers at this institution, in fact, are chafged space rent

-by eithelr School" or hospital. There is tinder consider-
ation a department space charge regardless of where it is
located

4

I*

3. Billing and Collecting

Billipg and collecting procedures elicited
the most Outspoken criticism among the inter-
viewed clinicians. The system is as follows:
charges for_ professional services are 4eveloped
by the physicians, either "as individuals or de-.
partmental groups; they are submitted to the ceh-
tral billing office for recording and mail out;
the bills axa rendered'in the name of the physi-
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 tofollow=up billing,or whether it is uncol-

except'through,a collection agency.

This system has led to a number of ineffici-
encies. The institution's outside auditors hive 4

criticised the sAbol for unsatisfactory cash
control procedures, mounting accounts receiv
inadequate policies regarding Uncollectibles,
lack of a central cashier, and poor control over
the physicians' courtesy discounts and.fee wai-
vers.

Adverse comments from the' fa t/ stem ,
partly fromdistrust hat full patient fee pro-
cesing,services 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 computerized system, which
generates"- excessive data beyond what the- physic-
ian reeds to know on hi collections. hese
concerns have led to widtspread doubl book-
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 solution is to decentralize the total billing
system to the departments. , 4

.010
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4. Income Distribution ,

The rulei of this practice pl an provide fot,
an "incentive" supplement laeyond an institutional
base salary. The Supplement must be earned,how-
ever, and is subject'to an abs.olute ceiling. Al-
though'it has been said that fewer than a dozen
individuals reach 't411,Iir ceiling, there ii general
distaste for 4 fixed ceiling.on earnings. The
following reasons were given.by the physician in-
terviewees:

a. 'Some of the faculty who reach their
ceilings hold back billings'until the-

.

next fiscal year.

b. It is e`-recruitment disincentive -- al-
though at present the ceiling is high
enough to preClude %any reaching it, it
does remain as a pSYchological barrier.

c. As the. patient populotion grows, t dis-
t courages the- faculty mernAper who u s ap-

proaching,hii ceiling,from taking on a
greater service load.-

d. From the department4s sta apoint, the
peilingt_s'effect on gener 1 departmental
revenue can ke crucial if It leads to.
curtailed patient billings for those
facuity"bumping ceiling."

A A number at clinicianS interviewed, however,
seem ..t.9.have accepted their own level of "genteel
poverty",sacrificing large gains outside the
school. To them, the presence of an'earnings
ceiling means very little. Their focus is mote
on the academic nature of the'institution. In
fact, to this group, it is quite legitimate for
thkschool management to use their patient earn
ings beyond their own compensation in order to
help the total school achieve its goals.

There is significant criticism from the ad-
minittration of the variety of depArt%entalfor-

-, mulae for calculating the individual's "incen-
tive" compensation.. The formulae charige quite
frequently and it may be difficult to reca'd the
rationale for a particular distribution scheme.

4
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Such diversity weakens faculty morale and fosters
suspicions of inequity.

The department chairman has great latitude
in determining the manner in which his depart-
ment's earnings are spent for non-salary/items.
There wassome feeling expressed that intra-
dep4tmental units should have greater voice in
determining the use of the funds they generate.

A major problem' relating to salary and
fringe benefits was evident during the inteeviews.
Although a broad liberal benefit package now
exists within the institution, there are a nun-f
ber of faculty raching retirement 'age' who start-
ed their career It the school when such, fringe

''benefits were comparatively meager and who'conseL
queitly have accumulated little in their retire-%'
ment annity. ',Ong under a geocjraphic fullrieime
system, this school until recently provided token
base salaries, while it allowed unlimited re-
tention 91....pectice earnings. Institutional con-
tributions to reiciremeet for individuals with
1osql4ervice would therefore have been relatively
little.

f

5. General Membership Attitudes, Programmatic Con-
4cerns and Self-Assessment

This institution has had along tradition of
arindence upon volunteer faculty who have full
tting privileges to the major teaching hos- .

pital: Gradually, t4e'small'nucleus of full -time
faculty expanded, and, as a consequence, the de-.
pendence On volunteer staff diminished but they
have nevertheless remained.' There was feeling'
among the olinicians sinerviewed tha-t such a
system of volunteer appointments to the degree it
exists today, is no longer appropriate.
These views and the reasons for them. can be

-summarized as follows:

The presence of large numbers of volun-
teers-subvert& development of a good
internal medical referral base, as many
on the full-time staff refer to non-
faculty specialists on the outside. At
least one -group of full-time faculty
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practitioners has the view that the
group.should function more interdepart-
mentally, but, because of the lack of

. internal speciality coverage, they must
-refer to the outside volunteers. As a
result, pdtential incom,e to the School
is lost.

b. With admitting privileges to the hos-
pitd4 and, malpractice insurance protect
/on, the volunteers have "free protecE1
icin"'paid by the hospital, and without

-imposition of an earning ceiling;

Although there wad,adversafeeling toward
the volunteer staff, it was the view of one
prominent clinician that this "town-gown" pr6-
nem should "come to a head" with the appointment
of a new dean'. He commented t4at any havesgood
academic potential and', under he i.ight circum-
stances, some may want to join the full-time
faculty.

4 A
The fact that the deanship and several de-, m-

partmental chairs havE"been vacant for some time *r
at this School has, led to a conspicuous absence
of leadership in many policy making areas includ-
ing operation of the practice plan. Such asi-

.tuation appears to have aggravated mutualdit-
trust between business officer% and faculty
practitioners. 91fte,of the clinicians were
viewed as far 'too "eVariciovs" and lacking the
School's best interests, while the business admi-
nistrators were seen as eager to Thilk" practice
revenues so that administrative needs cold be
met.

Not only did communicationbetween these
two groups:appear less than ideA, but.communi-
cation among the full-time practicing faculty
also seems to be inadequate in some respects.
The new chairman of. the plan management,advisory
.committee, in particular, noted this problem.

Knowledge that there are income distribution
. formula-variations among the departments'afid,

withA departments, among organizatipnal units,
seems to have furthered suspicion of,special

ti
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privilege, the site visitors observed. ,Many
faculty have no knowledge of the source(s) of -
their compensation.

To several of those interviewed, a-'practice
plan should reflect more than dollar flows. It
is viewed by them as a way to preserve some sem:-
blance of program perspectivb and balance and
should include a clearly stated setof 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 illustrate thpe 1
dichotomy:

"It is unfortunate that theipkan has he,qpme- 11,f

such a major funding source as it interferes,
» with more scholarly pursuits."

"There is a basic probaemof maintaining
strong academic environment in this intense
practice setting."

"The plan is an important financial operat-
ion. It's *the only thing that's growing.
The institutibn shouldn't be too greedy,
about diverting, money to institutional
support."

"The plan should be a professional, organi-
zed,lipalth. card delivery 'scheme, taking into
ac t such ideas as prepaid patient con-
tracts," 40-

.1 "The plan should provide a pla to practice
1.1 the institution and at the sam time
should make the practitioner feel re a
part of academic life -- a natural trade-off
wou.l& be less income."

"4 plan should provide the means to attract
and ,pay for full-time .faculty and is an eco-
nOmic device to stabilize school and depart-
mental resources."
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"A money-maker for the, institution."

"The plan is so structured that it encour-
ages a 'treadmill' of service co fitments7 which are difficult*to keep up wfth."

"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."

6. Team Observations.

During the series of interviews, a numb of
striking observations came tOlight which partly
reflect i ividual attitudes as well,ae conditions
found to ist Currently at the insilitution. I

These ar follows:.

. Search is under wayfof a new medical
school Dean;-the Acting Dean has been
functioning for less than a year; seven
departiental chairs are aIso.vacapt.

b. The management advisors' committee for
the practice plan had, until recently,
ndt 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-
.- visoiy committee identified three pro-

blem area's for further study by
committees: overhead costs, liati
billing and program.

d. Duplicate record keeping and redundant
accounting procedures are appakent in
some areas. Very limited service is
now proviAed by the central billing
offj.ce.

. External auditors have been critical of
the lack of cash control procedures in
the billing operation; the amount of
accountt raceivable has grown steadily.

I if

f. The'Department bf Surgery generates
about -half of total plan revenue.
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g: Under the plan, the practitioner is not' %

obliged to obtain laboratory services
from the hospital for private ambulatory
patients. As a result, there is con-
siddrable'lost revenue tQ'timitiospital.

h. Charges for professional,services (Part
B) are not- rendered fOt'no;t-private.
patients.

i. The Acting Dean stated
iate'Dean for, Business

i

that
runs

"the Assoc-
thQ plan."

The mainsegrof ambulatory teaching - a
nucleut of seven faculty in,the Depart-
,merit of Medicine = was outspoken in
criticism of the pretently constituted
plan and its operation and had made
veiled threats of departure as full-time
faculty.

k Some mistrust by clinicians of the cen-0.
tral billing office appears to emanate
from an earlier experience in which a
responsible administrator from this
office was found to haiie perpetrated
fraud.

1. There is physical dispertion of patient
care activities thfoughout the Center
which seem to make a central billing
and collection operation impractical.

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

n. There'vas expresses i11 feeling by the
full -time Clinical faculty toward the
,large complement of volUnteer faculty.

o. DissatisfaCtion with an absolute ceiling,'
on individual earnings was.widespread,
but there was some difference in per-
sonal, view bptween the more "scholarly"
clinical,faculty members and the "pure"
practitioners.

51
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P. A recent daily hospital inpatient cen-
sus revealed that 55-60% of medicine
and surgery beds were assigned to staff
patients.

ob,

7. .Conclusion

Ok$
At thid site,"the praotice plan as it now

operates, has led to a number of problems. Most
of them appeared to-be, transitory Athe result of
large scale staff turnover and vaiiancies. There
appeared to be several possible alternatives, ?or
'solving the thorny issues relatAlls.t6 billing,

.

collecting and accounting. One positive sign is
the refnstitution'of the Management Advisory
comrqittee, which is expected to establish pegular
communications between business staff and faculty
practitioners. Th6-majority of faculty and staff
appea-rinterested in improving the present

#

Case Study #2
4

1

A. Institutional Characteristics Relevant To The
% Practice Plan

This is a long-established urban-based public insti-
tution in the Northeast which. has approximately 300 -
member full-time clinical faculty with the interest, time
apd freedom to promote d'ccellence in patient care, teach-
ing, research, administration, and aeademicill5rowth. The
.student bbdy numbers about 1,000 undergraduate and grad-
uate medical students, 'and approiimately 150 pre- and
post-doctoral candidates in the basic sciences.

Limited -financial resources provided by the State
for faculty salaries are not suffi.cient to attract and
keep a body of comp tent clinical faculty. Arrangementd
have been made, therefore, for the opportunity' for fadu-
,lty, through private practice, to provide additional re-

'- sources for their pTrtial support and for strengthening
the. institution and its indivi4ual departments. This
TrEVate practice takes place only in the University hos-
pital,'and in affiliated clinical institutions, under
arrangements seipulated in the-practice plan.

The table on the following page presents variables
over time that are pertinent to this case study.
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,TABLE. 4 .

Statistical 1967- 76

V

I

1967/78
1,

Undergraduate Medical Student*

House Staff*

500

, 240

1-time clinical' faqulty*

Full-time climical faculty at
Associate Prof. and above*

Total clinical volunteer faculty*

%otal regular operating revenues**

Medical practice plan revenges **

Sponored research expenditures*t *

210'

.4

Ratio full-time clinical facul*Wto
. volunteers '

-111,'. . . .

% of full -time clinical lEculty %t
rank ,of Assocrate "Prof. and above

.4

% Medical. practNe plan sevenues to ,
, .

total operating revepue
. a

4,840

29

lab

16,643

1,048

5:526

4

4

1071/72

560

300 14.°

220

tte
1973/74 ' 1975/74

580

or
280 I.*

, 15;029*** 20,2

1,423 2,324

5,'286 , 5,973

3

8.0

680

360

-280

120

* 360

44

\.8 .7

1, 35:9% y1.71), 4 42.9%

6.3% op% 1 25.0% 28.4%

r ,

* Rounded to'neares't twentieth .- - 40,- ... - ,
**Dolldr figures rounded to nearest
"*.Added $2 22 ofgeneral-universi (.)fgA4Ind $2,151 OrilosNtal - teaching

clinic fOrlds in 1971/72 and, 4, i.of general university fads and
%$6,406 of hospkal'- teachanclinic funds on 1973/74.
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B. .The Plan - A General Depeription,And HistOry

j
,

The medical service plan at this schobl is cletsified
as Type C according to the AAMC's typology. It:was first-

a established two decades ago; following a.period when
faculty were permitted to practice for fees, bdt-under.

- arrangdhients duringthe_1960's thatdidlnot allow for
adequate. administration and central organizational con-
trol. _AathaUgh there were agtoed upon ceilingse.there
was the suspicion of violationof the ceilings becauge-o
individual billing arrangements.

A . The plan,was deNieloped,lay a committee composed of
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,,
bu the plan is in written form.

'1.

*Jo

Objectives

The plan recognizes 'several purposes to be-
- achieved:

e , 'atract high quality facility toteach,
conduct research and engage in ,patient
care ,

permit physicians to maintain ti/Oir
'skill thtough practice, in addition to
the clinical activity necessary for the
educe ion program.

-providumeans for all department's to de-
velowdRd tomintain an inter-depart-

al balance (personnel, space, fin-
ance- consonant with the medical
schoo is goals

o

enable plan participants to be allowed
'benefits, such as contributions to re-
tirement systems, health, life, and
disability insurance, in addition -to
those provided by the state

0*
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:6.0,7. Organization A4

A variety of arrangements'are,available for
faculty, mho Agent 'to participate in the plan.
T here are some' clinical faculty who do not parti-

% cipate, generally concentrateclin the Department
of Ieternil,Medicine. -This chairman.has resisted
Structuring the prabtice of his faculty, under an ,

institutional plan. The great heterogeneity
among his facultypas to sub-specialty would also
preclude a toncens3poon'planstrutkure.

.k. .
.

.

Mdst of the Clinical departments haVe formed *

corporationp, as allowed by State statute in 1972,
and.their eht' tulle time plipical faculty are
included in t orpOrate,

41F
turcture. These fun-

tion like a cha itciLle trust Under. which faculty
fees axe "donatecrtak-,free to the non-prdfit,
parent insitutibn. Other_ departments are or-
ganized as partnerships,. while s 11 ,others
permit faculty;to participate on 'solo basis,
One department, organized ift. div r'

-

'ot. s, per,
-Some'of theselnits to form ihdiv ual,corporat-
,Ions,-or pertnerShips,'while Vie,f culty of pther
divisions, paricipate as solo practitionevs. --

.. °
..

(

.

.1 OP
3. Operational Aspects

Whatever tie organizationaLstructure, the
medical servicePlan has the followiM. featUkes:,

a, Facilities - space and equipment - for
he participating physiciansto Prac-

tice a;e provided by the University
ospital or affiliated inAtitutlons,

without,chartae.to.the corporation,
,partnership,.or solo `practitioner!

b. The profeSsionol fee income tl.f the par- '
,ticipating'group includes all the f
'generagqed by the participating memb
Each group determines its own fee stil*r

A

tuft . r

S

$7.2
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c. From the professional fee tht following
. income are deducted:

(1)' the ordini-y and necessary expenses
incurred '.gin earning .the income, in-

. . eluding thf cost:of'profe.Ssional
liability insurance not borne ,by
the University Hospital' (the Hos-
pital pays 60%, the individual' pays
40% of the insurance cost)

a.
(2> _'the additional ' income, termed-"swer-

practice", permitted to the indil'zi.-
dual members of the plan over the
member's basic salary, and in ac-
cordanoc.With the compensation
arrangement made each year fof each
tacurty member. This'arrangement"
recommended b, depart lent chairMen.
but requiring approval by De40 and
Chancellor, deternanes the basic
amount to art paid each Phoulty me
ber from tate funds, and'the add
tionaI in to be' llovled the
facty member from the: income of
tht participating. plan (or frbm . /
othe> activity, such as research-
grants)

the cost of fringe benefits in addi-
ti -to-those paid .y the State.

'd. The balance of the professional fee in-
'come is diaributedias follows:

(1) 50% tcp.the depar'tments,,to be used
, to pay for ipepartmliptal research,
books, Minor equipment, travel, and

r

suchiothtr exPenses'es approved by

e

, the Dean.

(2)- 20% to the, Dean4sAFun,0 to 4e used l'
for institutional and faculty, clever'
lopment., 4

(3) up to 3Q% 9fi. teremainiti funds may
. " be paid to the faculty as incentive

overpractice income,.suWeet. to the
concurrence1i DAn add Chanbelror.

p II

I
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e. Ai yearrs.enci, all.remaining profess- i

ional.fee'income 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 partici-
pating members.

'f. Each pArticipating group maintiris i;s
own billing arrangements, management
procedures, and'Ameounting controls;
however, the accounts are subject to
audit by the University Busirms Office.
v.

g. A five-member Supervisory Board'oversees
t.14 plan, and is empoweredto'makelp-

. commendations to the Faculty Board 8R '
moCificaq.on's to the plan, or its con-
tinuance. The Supervisory board ia com
prised of three faculty (two clinicians)
elected by the Executive Committee of
the Faci,ity Board, the Dean, and the
Directo_ttof the- University, Hospital..
The Supervisory Bo2rclaccording to the
writterli plan is to mget"at leaSt four
times d:year to discuss and review the
plan's operations. The.Board'g review
of the plan and change recommendations
are to }?e ;made to the.%Faculty'Boaea by
October 1 of each year.

a, =x

4. Finances s

Annually,'the plan yields about $6 million
total revenue. Of this total; faculty income,
from4allowableover-practice and incentive May
approxiftte $2-.'6 million, the departments! deve-
lopment funds may receive about. $1 million; and f

the Dean's fund $500,000.

The following Statemant,.of Operations re-
, flecis'income and expefiaes under this plan for
a recent six-month time period.

. .
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TABLE 1

11111

STATEMEti; OF OPFATIONS

Montha- Jan. 1 - June 30 1976
(Figures roundedo nearest thousand)

Income (net after inter7account transfqx)
41W

Expenses
Salaries (Pr9fessional Overpracce)
Non-prodpssional Salaries
Fringe Tenefits & Payroll Taxes
Malpractice Insurance
Dues; Licenses, Publications &,SubscriPtions
Travel
Outside Services
Acce-amting & Legal
Office\Supplies & Expenses
Other

Sub-Total

Distributions
iean's Fun
betertmen 1 Develbpment Funds

',41. Incentive verpractice.

- Six Months' Ended June 3041976 -
$103 0 .

4

t Operating fialance

a

4

IP

I

J.

I

1

...

Ca-

$3,132

935
133
284

9

E4
5

78

1,895

r
239
553
342

58
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5. Team Observations

A review of the plan as it.functions was
provided in discussions of one hour each,( with
the Dean, his Associate'and Assistant Deih, the
University Director of Business Services, the
Hospital Dillpctor, the chairmen and plan
directors for six clinical tepartments, and the
consultant to the medical service plan.

The following picture emerges. of the plan
in operation:

a. To-date the Supervisory Board has not
functioned as the plan stipulates- -
few meetings, no plan modifications re-
commended, and little communication with

.the Faculty Executive Bbard. Generally,
this was seen by e interviewees as an
unfortunate situa on. The view was
expressed ty one nicar-chairman who
'felt that the Supervisory Board, even
though meeting irregularly, was "Dean-
dominated" and thatthe less they Met
the less likelyth would disrupt his
departmental general view was
that this Board was not s broadly re-
presentative of the clinical disciplines'
nor the rank and file faculty as it
shOulld be.

b. Incentive practice incoOe is generally
disbursed in.he'mann4Odecided upon
by, the deparmeni chairman. How-
ever, not all planrdiiecto;'s understand
that the chancellor's approval is re-

. qairedof the incentive income allowed
"participatinglaculty.,

c. The informal arrangement with the Dean
for discussion and approval df items
drat could besincluded in the cos .of

praq$ice, leads to lack ofiunifoimity
ip operations among the. groups. 'Morf-
over, plan operations differ considerT
ably,.wits,some plans-operating with
little or no,directional input by the
Dears, since his .option is rarely requested

59
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d. The central administrative structure
foresees,a central billing
The participating groups prefer ,the,
current decentralized syste ,'because
of the flexibility it permit 'n pro-

4 viding,the means for the group to con-
trol their funds without. close State
scrutiny.

`41t.

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 proceduresllave got
been imposed on the groups, but their development
may be viewed as an ipdication of management's
dissatisfaction with the current procedures .and
controls for some groups. One hoped for result
of this manual willApe to establishcOnsistency
.in the treatment of cost of practice items.
Further, the departmental groups have been utged
to seek outside legai and CPA consultation on
billing and collecting, and various Federal tax
consequences.

A general consensus 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 attracting faculty since the State pro-
vided salaries are not competitive. There
is also general agreement that the incentive
income apptoved by the department chairmen
should be. awarded to 'faculty. For sine de-
partments this occurs uniformly, with the.
incentive payments disbursed to the faculty
without waiting forpe Dean's or Chancellor's
approval. Other departments operationally
Await' the Chancellor's approval.

4

o The overall !Ilan isbeneficial to the in-*
4 stitution since it assures some control over

-faculty time to insure the required involve-
ment by the faculty in the school's educat-
io 1 prOgram% Iurthermore, there is con-

rable income disbursed to the depart-
ents and to the'Dean, pto#iding the re-

'
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sources not available from other sources.

Individual depar ental plans make possible
total compensat o level's which are advanta-
geous to the fa lty. These levels are not con-
sidered to be out of line with the total com-
pensation levels provided by similar inAtitu-
tions. The additionaffaEge 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 yarj.ations among. the departmental
benefit packages, which were felt to result
from "too many verbal commitments", has led
to some dissension. There have teen recent
efforts to achieve more uniformity.

W One chairman expressed the concern that pro-
viding the Dean and 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 is
concern to some, particujarly the 'more

junior faculty.

Dissatisfaction was expressed with the level
bf responsiveness by the central campus busi-
ness office to general academic needs, in-
cluding those for practice plan operations.
Slbw prdcessing time and unnecessary and
cumbersome purchasing and personnel pro-
cedures were',cited as examples.

6. Conclusions

Some, aspects of the operation of the plan need

I
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`modification. More direCt and mutual involvement
by the Dean, department chairmen, and plairdirec7
tors is needed; movement toward modif -cation as.7
stares its continuance. There is rirolision in the
plan's writtentdescription for an.aslessment to
be provided periodically by the SupeHlsory Board
of the achAVement of stated objectives of the
plan.' There is little evidence,- however, that
this is being executed, -

CASE STUDY #3

A. Institutional Characteristics Relevant to the
Practice Plan

This is a Southern, urban-based p/Fivate institution,
in its second centennial. A reputation for quality
medical education, professional excellence, and dedicated
health care has established the institution as a patient
referral center for the State, Regionland Nation: The

' clinical full-time faculty of 260 is augmented by about
400 volunteer faculty; the student body ds composed of
630 undergraduate students,and house officers and about
200 students in pre- and post-doctoral programs. The
University hdspital has 500 beds, the clinics have an
average of 15,000 visits a month.

sot

Payment for atient_care provided by the full-time
clinical facult under-formal billing arrangements is,
a relatively r cent phendmanon. The formal practice plan
proceeds help o provide the means for the institution
to maintain i s educational Standards by attracting an4
keeping facu ty committed to bOth quality etuca)ion and
community s rvice; contributing significantly to the
institutio s current strong fiscal position. ,Faculty
priAiate p actice takes pldOe principally sin. the Univer-
sity hospital, and to a.considerably lesser extent in
affiliated,settings, but All-under arrangements stipula-
ted in', or with approved exceptions to, the formal prac-
tice plan. The University hospital dae- not operate' as
a closed system, but reerrals-torand patients admitted
by the full-time faculty do, predominate, accounting for.
85A.90 percent of all admissions. The practice gibp as
-a formal organization/;-does not have a central patient
referral system. Theffollowing table presents variables
over time that are pertinent to this case study:'

0.
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TABLE 5 -,

Statistical Data4.. 1967-76_ 41/

ti

I

1967/68 1969/70 1971/72 1973/74 1975/76

-

.

Undergraduate Medical Stbdent*

House Staff*

1 F -time clinical faculty* .

Full-time clinical flIcultr at
Assocrate Prof. and above*

Total clinical volunteer faculty*

Total regular operating revenues**

Medical practice plan revenues **

Sponsored research expenditures**

Ratio Full-time clinical .faculty.to
volunteers

% of Full-tithe clinical faculty at
ranic cf Associate Prof. and above"...

.

% Medical practice plan revenues to
total operating revenue *

220

22'0

100

$773

$5,335

. 240

220

120

$4,179

$945

$6,095

'22.62

280

260

160

80

k 3401

$6,756

$2',658

$4,006

.51

44.97.

39.34,

)
326'

280

. 240

foo

,380

$9,190.

$3,863

$8,599

.61

42.30

42.04

3411

360

2'60

100,

420

$15,783

9,68k

$11,187

60

43.43

61.3'7

r

*Rounded to neat twentieth

**Dollar figures rounded to nearest thousand

A
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BO' The plan - General Description d History'

The Institution's profession.al practibe planis clas- .

sified as Type A under-the AAMC's classification system.
Until a decade ago clinical ,faculty involvement in patient
care was viewed,as necessary solely for the educational'
process. Reimbursement for such services was haphazard.
It was possible to maintain this situation while fiscal
resources were sufficient to provide a4Aquate compensa-
tiOni0Or the faculty. This chaned, however, arid the
need for drawing uponpatient fees to help pay the cai-
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
-variation by.departments in the charges for overhead.
reover,the scheme for the faculty's sharing in the
practice i ame permittedsomd excesses iri'disrdrd of
the instit 'on's over-all objectives.

lil ./4 the current plan'is written 4s a set of by-lawS,
approved by the'University Bbard of .Trust io 1975. 'At
that time -the Vice-Chancellor for medical affairs was.
also Dean's the ikedical school.' Tire writted5lan,
therefore, in referring to the duties of tie Dean in re-

: lation to t practice, plan, was at the same time refer-
ring to the sition of the Vice-Chancellor. At.the

'present time t re two officials, a Tice-Chancgllir
for medical affairs, and eDean pf the medical-schObl.
The practice plandresponsibilities pf each are.now.

clearly delipeated in documents and committee pro,ceedings
whichlupplement, but have not been Incorporate. into,
the by-laws of 'the practice plan.

.

the UniVer'Sity Chancellor has delegated administra-
tive authority of the practiceplan to the Vice Chan,-
cellor for medical affairs; his function is to.assgre -

that collectrons are properly accounted for,'and that gl t
operations' are appropriately carried ott. The Dean
Department.ChairmenYare responsible for the expenditure'
of einds, other than.the'amognts 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 thc.individual faculty rQembierJ,s
compensation, as well as resPonsibility for the medical
school budget.

10

g
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Object es .

.

The, plan recognizes several, purposes to be
ac eyed:

A

r

4.

1

,. .- .

, Assist in the medical school's growth'
. .

and'deVelopment.
- it -4'

. .
. .

.

!,-
Advance patient care itandards'ih the
university, hospital and'clinics, in-
.cluding" the develdpment of improved

:

.. health cake deliverydsysteMs for re-
'duction and Control of health care

. flb 'costs.
; , .

,. _

Enhance opportUhities, ,for faculty to .4
.

conduct clinical research, and:1prd-
Vide an'adequate patient populali.on'
ipf the institut'ion's - educational'

aneeds.
. .

.

ri Defglhe and standardize Xhe.conditions
under which the institution' facurty's
engage in, and are reifibursed for
fessional practice, in accordance with

. the educational,' rpsearch,band service.,
. .

responsibilities of the institution., -'

o (
A

'2. Organifation.
'IP,,, .,,

r ir % .

,1

-- .;rhe affairs of -.the pi.ofessional practice
41

:, plan -7,policy,.'budget and use of fundg fpr coh-
struction and renovation -of clinical faCilities,
interpretatidn,of the' by-laws and plan ptovIsions,
and other matters brought by planAlarticIpatts --
are revie0ed.by a committee, which is advisory
to the Vice-4ancellor. The Gotmittee is. cdm-

t . posed ofea Chairman, all clinical depIrtment
'dtairmen, five elected plan p tic4ffents and two
appointed tOy the Comffiittee chairman. ''Ex7officio
Committee members are the Vice.-Chancellor, the

--Deana., Directors-of uniyerSity goSpital and affili-'

ated clinical iriatifutidhav and the plan'sa Business Manager: . . .
.

. -. ...

a $

...-- ..'
he Committee meets monthly, and the meetings

are 9kn to all plan participants*.
A

A subcommittge of the governing Committee hag

A

5,

- r att

IENdk
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,
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been' appointed to review 'the operatikns of the
practice plan, and mak endations for
ghangee.

. . ,

The plan opeKates through the clinical de-
' partments, with th business arrangdrnents of bil-
ling and collecting of fees centralized under the

4 plan's Busi ess Manager who repOrts to the Vice -
Chancellor. There is one department%-- psychia-
try -- whi h is'permitted to bill and collect
fees outside the central system. Also.,..all full -
time faculty whogosee patients at the two affilia-
ted hospitals bill outside'the central system, wit

0 but tur4the collections offer to km plan's ac-
counting /

counting office., . .

'About 175 full-:time clinical faculty,Irepre-
sentative,df all the, clinica epartments, haVe
.signed the formai agre'ement ind cating acceptance
of the plan4Aeconditions. Such a. signed agree-.
ment is a coriaition of employmnt. Practice is
,con ucted by departmental groups, partnerships

i;

or1 olo.
., .

-,,
....-

3., Operational Aspects

.
All fees earnecl'by the plan members are paid '

over to the institution, and aredisbursed ia
accordance' with the 'features of the plan. In '
principle, fees for professional services are
fiked by the Governing Ccamittee, but In-practice,
the individua plan, memtter sets the fees charged

for services rendered.

Faculty compensation is 'determined fol-
lows:"

Each faculty Member rdpeive's a
stated salary, agreed to by 'the Depart-
menthairman and the Dean. Fkin44
benefits are b.sed upon qIiSqtaeed,-

lary.. The, .stated
y reioprce available to the

Depaitm nt-Chairman, includingqthe
dep.irtm is share of«pra:Ctice fees.'-4
In addition -to the Stated Salary,
the participating faculty member
receiveis an incentive income,. derived
ofrom practice, .as atermindd by, the

I faculty member and Departm 'Charan.
-.,

4

a

%ow
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A

In practice, the medical school Dean
also. approves the amount of incentive
incomU.

Gros collections from practice plan
operations are distributed as follow's:

,

Ten percent is paid to covert the cost
inc,ident:to the operation of the an
(centralized billing and collectial[
primarily). Copts by thb hospitals
and- clinics Ilhere the practice takes
place are boiRe by the hospitals and
c )1inics, notthe practice plan.

Ten percent-is paid to a trust fund,
one-half for the use of the Vice-
Chanoellert and one -half for the_use0
of the Dean of the medical school, for
the strengthening of the institution.

Eighty percent is divided. tween de-
---partment-and-the rndiVad17141 TadiatY

ilk member. This. distrilptioNgis not
based upon the "producpivity" of the
faculty member in genellating the in-
come. The plan permits variation in
the sharing of this residual-,80 per-,
cent, within specified bounds; the
most predominant arrangements provide
20`4t6 50 percent of the residual in-
come as incentive income. Any-other .

distribution scheme must be approvea
by the Governing Committee.

.
. Additional: fringe :benefits over those
based upon Ole member's stated salary
,are not presently available, however,
the department's funds do pay malprac-
tice insuranceeptemiums.

4. Finances
4

Currently the plan
;

is4expected to .yield about '

$10 million.' This School And its center, via -a-
vis the parent University, have assumed full re-
,sponsibility for income and'expense. 'The col-

. lection rate against net, billings approximates .

80 percent,.
.

,.
%

, .f t

.

..-
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C. Team Observations

A.reyiew of the plan as it fahctions was proved in
'discussions With the Vice-Chancellor, Dean, Hos'pi'tal, Di-
,rector, Acting Director of Ambulatory Services, Director
of Medicine at an af/filiated plstitiltion, .five Department
Chairmen, three faculty plan 'articipants, including., elec-
ted members of the Governing tommittee, and the plan's
business manager-

r

The following picture emerges of the plan in opera-
tion:

1. A consensus- was presented on the openness and r
which the plan operates, ant the opportunity
all participating members to attend Gdverning
Commi ee meetings and to receive the minute of

dings. No objection was raised Concer ing
the confidentiality of faculty income, apparent-
2y thC sdle area of .secrecy.

,2. It was also generally eicpresscd that the plan pro-
vices essential resourctos to the 'Institution.
General approval ,was also 2xpressed. of the, use by

Pcthe Departmeht And Dean of patient care income
to strengthenl artMents not having such resour-
ces 'and. to `pay f culty salaries where' necessary.
It was made clear that the purposes for which the
Dean uses the patient care income is not 'sepret,
The information is availabreo any plan parti-
cipant who -reqilests it, aith5ilth there is' some
difficulty in prOviding 'the data, ,since such
funds are merged into the general funds budget
of the school: Some dissatisfaction was aip.a.
_concerning the funat',thade available' to the Vice-
Chancellor. ,

3. It was generally agreed that 'facu lty ,involvement
in patient care does' .dot detract from the essen-
tial, involvement in education andkretearch. The
-facility who have showed a disporoportionate atten-%

) tion to 'patient care at the expensePof adequate
attention to edeatioh and research 'are no Ponge
at .the institutin.

4. Financial reports to he departments could be 'int-
proved, stressing. in articular 'acCounts

.

t

68,

8f
6 ,

r
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receivalille information in e ifyundiprsiood form.

*
.

Differing views wereexprest concerning th fol-
lowing -:

. .

.

. .

')/ 1. Several .chairmen ind,tacultPindicated concern
', that whilethe plan by-laws provide for the. Dean

tO control the plan's' operat4oni, in fact the -

.1

Vice Chancellor has this responsibility.
Apparently, it is not recognized that this modi-

, licatiori of-the written plan was .developed with
the'full knowledge of all concerned, and Pricir
to the time of separat4th of the. functions of
Vice-Chancellor and De , and before a bean was
appointed. Other persons:ponveyed the.impression
that this "change" was not disturbing to them,
and that theDean had 'firm control over the facul-
ty compenration and effort distribution; that the
Vice-Chancellor bad responsibility for the health
center, including the hospital.and clinics where
the practice takes place, and therefore had th
legitimate interest .in the plan's operations. It
was not generaIly,understood that in the Vice-
Chancellor's view, his .involvement with the plan'
operations will diminish whe'rl new university
hospital facilities replacing the existing fa-cility place, and the central bu*Sinessof-

, ,fice is ful functioning.

2. Hospital inic resourges -personnel ancl. #
facilitie, made avai4,able to the plan partici=
pants,were not .always adeguateNthe, needs. The'
control of the number, salary and fitness of,the
employee for the,positiontis not exercised-by the
clinician using tj resources. On the other hand,
a nqRd was expressed by the hospital.director for
reimburseMent for the use,of,tkese hospI.tal re-
sources, with the countdrthrust by some faOulty
that the hospitial and clinics, -laboratories and
diagnostic faci lities were fully utilized, only
because of the patient services provided. by the
plan participants.\ It was also indicated that.
chairmen and faculty ould exercise control over
perso el assigned to eit7practice areas by
becom g more involved wi h the university- in
specifyin e'unigue re irements of the -Position'
'and ther by gainiAg exo Lions from the
versity' "procrustean" peranne1 standards and'

13,
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business operations.'

A

/

3. Centralized billing and collecting procedures
have improved tramendously'over the recent past, '

' characterized by all as "horranddus". Some
dissatisfaction is4still present, however, with

expression of the advantages to bd-gained if,
the'individual departments control the billing
and collecting of fees. It was Messed that- -

better relations with the'patients would result
than now exist, since the patients must deal, with
n-impers Al office whibh has no .direct contact

',1kvith i., Tflis is' particularly important, =we
'Were -told, where patients have finandial diffi-
culties; he phy cian or his immediate Atiff
would be tter ble to make necessary arrange-

.ments for y nt'than the central office.

4.' The presence of a "town-gown" problem was viewed
differently. On4 faculty.Member expressed the
,view thp,tshospitalteds were a critIcal,issue,at
the institutiorOnd as dethand increases, volunteer_
faculty.may te increasingly "fro en" of,ad-
mitting to a University hospita 't severely

%lmited bed capacity. He further .,elt .that the
A

peer review committee' composed of mad cal school-,
faculty was being unfairly hard on community
practitiOners. On the other hand, anbther fa-
culty member perceived a lack of competition be-

,!
tween full -time faculty and communityprac.
'titioners; faFulty'amlnon-faculty clinicians'
'perform complementary tasks (at least in his (-

r ",'specialty). ForhisdpecialtY4 there is a .

healfRyoreferkal relationship with physicians it
the community. /* A

i. . ,
, .- ,,,.... ,

., I /

5. One of the persOns interviewed strongly expressed- ,

he hope'that the plan and its GOverni Coin-
,

mittee wouldM?eceme less preoccdp-Ad '-th such
administrative matters as billing and oliecting,

..i'' e Should that occur, focus could be dhif.ed to. -

oualitaXiVe health, delivery concern's, especial.ly
.,

the plan's operatibn of the University pspital's
outpatient;, , s'

-

D. Conclusions i

,,

. .

- Following' an experience of trial and error, the
current plaNappears.to be well adapted to the need of

.
4

ii. t
.'
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Nthe institution'andf&culty-. Operational aspects haveY `improved, and indications are, that,furher improvement.
is near. The Governing 'Committee pkoyides a fprum.lor
grievances. The organiz, on of a recent subcommi,ttee
to review the plan and tec,Mmend changes offers.the pos"..
sibility for contin responsiveness of the plan -- to
'improve health care an. patient' well-being, to: advance
medical education, an to maintain the institution's
prime. res rce- its f culty.'

CA STUDY`' #4

A. Institutional Characteristips.Relevant to- The
PractiCe_Plan.

.

. 4...$ .
,

The Institution covered by this..report is apublic
* .

.

medical school, part of a uni0ersity medical center that '9
includes a school of dentistry, a schoOl of nursing, and
prograq4 for training of students -in the allied health
professions. For the last, fifty years -the medical center

----- has-been. i9cated in an utban'settine, remote from the
.

campus of its parent universii. ,The institution is,the
only medical school in'`\'the state.

.

-

,

The major clinical facilities v4ilable to the Ma-
dical,Schobl include' the Universityy Hospitals (a 'State
:General Hospital kid a State Psych'atric Hospital) , a
4 HOspi al, 4...eity:Hospital,_ outpa t clinics, and
Obvetal ecialized diagnostic and trea nt centers.

0 . ,*
The' Medical School 'enrollment includes about 50.0 un-'

dergraguate medical students and .1400students in M.S. and
.41m.mimPh.D. progrelms of the basic medical Sciences. -The,Medi-

4 cal School faculty- isalso resplonsiblefor the training
and supervision of over 50ptgreduate medical,Students,

'and it participates in the teaching of students of othet
schools of -the medical center.

,"I'F'
.

di The Medical School faculty numbers about 500 full- .

. TI:me Members of which approximately 400 arejplinicians. * 4

vibes of volunteer fAculty Members drawn from "ong the

In addition, alinical departriens ser-
.

.
'/.

practicing physiCians in the region. .

.
.

.... ., 1 4The affairsItf the medical school are directed by the
(Dean, in collaboration with the Executilie FaC lty. The.,
Dean reports to the. Chancellor o4 the Medical Cerifer.apd..N.,

,

4
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to the president of the University. The University, its
Medical Cester,-and,the 'University Hospitals rare govere.0

.-by:a Board of Regents elected by the vdtiers,of the stateu'vi,
4

By statute, .the Medical School mission is the,edur
cation f medi al students. The school's full -time .fa-
culty ysiciafns, through thetir serVice in the University
Hospi als and clinic's, however,'play.a major role' in pro
vidin .medical cafe to the indigent residents of the
state The state doet not-fund the school's iegearch4ac--
tivi es,, however, a vigarous research Wort is supported
by f nds from other sources.

. The governing statutes and the',policy of the .Univer-
sitYas Board "of Regents stipulate that indigent persons
have priority in-the use of clinical facilities. The

. A medical center'pext accepts full-paying patients admitted*
by the full-time faculty-, who'ate contractbally.bound to
'admit their private patients to the University Hospitals,
and clinics. All patients accepted within the University
Hospitals and clinics are treated on an equar.basis, and
partici:pate in theMedloal-Center's teaching programS.

All full-time faculty members of the school are, by
virtue of, the by-laws and policy of the School of Medi-

' cind employed 'on a strict full-time basis; all earnings
from clinical acVvities.are.collected and 'Dipoles; in the

4 Fac_14.1ty Practice Fund (FPF), established by the'state
govermment,in 1959., Use of the monies in' the Faculty
Practice Fund is,restricted to faculty compensation:

-'The following. table presents statistics pertin4t-to.
this Institution. S

-
A.

U.

72

4



91-

TABLE 6

Staiistica). Data,- 1967-76,

. 1967/68' 1969/70 1971/72 1973/7r 1 1975/76
,

.

.

Undergraduate Medical Student!,

House Staff*
V

Full time clinical filFulty*

Pull -tiMe clinical faculty at.
Associate Prof. and above*

.TOtal clinical volunteer faculty*

Total regular operating revenues**

Medical piactiCe plan revenues** ,

Sponsored research expenditures**

--RTET6PullAtime'clinical faculty to
volunteers

II

di Full-time clinical fawally at
tank of Associate Prof. and above

I% Medical practiee plan revenues to
total operating revenue

.

...

.

.

340

380

240'

IIP

7-

--

$1,974

$6,105

--

.

--

..,

.

400

..-

340

220

--

,
--

8,239

$ 2,576

$' 9,940

--.

--

31.20

Y

.

, i
.

!*I

-

,

.

480

440 '

320 :

100

1420

$10,025

$ 2,664
,,.

$ 9,237 .

.23
.

33.02 C--

26.57

520

, 56C

320

120

'. 1260,

$13',599

$ 3,492

$10,5151

,

.26

tOS1$.08'

25.67
.

520

620'

440

180

1460

$15,906

* 5,325
.1 ..

,$12,031

.31

.40.72

33.48,

*Rounded to nearest twentiith
**Dollar figures rounded to nearest thousand

I

t

.

I.
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. The Plan - General Description andhliistory

The policy of the state, historically) has been ta
geggpublic-support of medical school expenditures only
ta.that portion of the school activities that 'elate

tainstruction.
, .

,A law, passed in 1959, created the Faculty Practice
Fund as a vehicle for charging, collecting and dis4rsing
physician fees to be generated by the facultyllembers 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 WhicitalloWs the school' to augment clinical and
non-clinical faculty compensation to competitive levels.

The _law provides that,, with few specific exceptions4
all income derived from the'professional activities of
tie faculty'be assigned to the Faculty Pfactice Fund, and
be used olelyfor compensation of faculty members of,the ,

School of Medicri.
,

'

.

. In 1972,, because of.dissatisfaction 'with the p'erfor- .

mance of the plan during the previous yearstdlalleged
misuse, of funds, levelling off of income, faclrity apathy4,
the 'Faculty Practice.Fund's Organization and man4ment
structure were.reshaped to provide for-payment 9f incen-
tive bonuses. Other minor organizatibn.tl changes oc-
curred in 1974. ,

..*-

haspitWnap generate large amounts,of incode
ties :ilf cynical faculty,in theHanVersity

''.

from p-tients and that th growth of the Insti-

k
,.plan'pobulates that the .normal activi-

cynical

,

t.-
. .

1. Objestiyy.

tutigri depends on'the sure us generated by these
4ctivities.

.

.TiTe purpose of the'llan'is td provide the
. means for recruiting and supporting 'w,fdulty of

high quality.-.

---11'

While the plan rests on
,

the premise that all .

clinically qualified faculty members should take .4,

part in patiet cart', it sho%ild not create, en-
. vironment to interfere with his essential -

4emia.functionS and interests.
f

p
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r2. Organilation

ar

Governance.of the Faculty Practice Fund is
in accordance with the law's of the State, the
governing policies of thd University Board of
Regents,' and the by-lawi of the School of' A
Medicine.

.

The Dean 'of the, School .of MediCine is the
administrator of the Faculty Prabtice Fund monies,
subject to the approval of the Chancellor of the
Meeical Center, the President of the'Oniversity,
'and the Boaduof Regents.

The Faculty"PracticeFund Committee, a stand-
ins committee of the School of Medicine, adVises
the Dean, the Exgcutive Faculty. and the admini-,
Strators of thelkedical'Center on matters per-
taining to the Faculty PractiCe Fund. The .

Faculty Practice Fund Committee is comprised of
one member from each of the. clinical departments
(elected by each department's faculty), and four
meMbeFs representing all the basic sciencesde-
partment4 (elected by the entire basid science
faculty); members serve for threeyears.

. .

The business affairs of the Faculty Practice
Fund are directed and coordinated by a full-time
Manager, who supervises astaff of administrative
personnel that function in support of the Fund.
Activities include patidnt 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
pdriodic analyses and reports related to Fund
activities and performance.

3. Plan Features

\

. All members of the faculty with clinical
competence in patient care are expected to accept
rgsponbibility for-participating in such care.
e responsibility for supervising the activity

of faculty members rests with the department
dhairperson. Members of the Faculty Practice
Fund Committee are expected to keep .their depart-
mental -faculties informed of all pertinent aspects
of the raculty Practice Fund. All full-time

4
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faculty members,- as a cOndition or employment, are
requirdd to sign a contract by which they agree
to abide by the regulations governing the Faculty"
Practice Fund. ,The provisions Ad restrictions
of the Faculty Practice Fund are outlined,in the
contract form.

4
Overall jurisdiction over the idi)osition,of.

the income derived from the Facul4s, Practice Fund.
rests with the State Legislature. The State each
year takes/ a portion of the Monied generated by
the Fund to supplement he appropriations from .

State general revenues that suppoit Medical School.
faculty salaries to levels and in numbers suffi-
cient to meet the state's obrigation towards
medical instruction. The Faculty Practice Fund'
amount taken over by the state_each,year
creased from $877,000 in 1972 to $1,370,600 in
1977. p

The-balance of the Fund revenues is made'
available to 'the' Medical School and it is -used ,to:
augment clinical and basic science faculty guaran-
teed base salaries and Cringe benefits overand
above the levels funded by, the'state; provide an
incentive distribution to the departments that
generate the income to be disbursed as additional
compensation 't0 their full-time faculty. The

-amount available for incentive distribution each
year is determined by. the Dean _in consultation
with the Faculty Practice FupdCommittee, and 'de-s,'
ends on factors that takesintoatcount the ac-
orued balance in the Faculty Practice Fund,. cash
collections, cashldeficitss fjical Year expendi-
tures and income.budge'ts. Each department is
allowed to adopt il.:/wnsformula for equitably
distributing this centive to its faculty.

bnder.the'school's system, therefore;
guaranteed base salaries, for individual faculty
members aps,derived from Istate appropriationg,
Faculty Practice Fund, 'capitation grants, re-i
search grants apd-other sources.:'.Base salaries
are. determined, by the. Dean in'donsultatiOn ,with
the 'departments,: The incentive bonus is hotrcOn-
sidered'in the salary dete'rmin'ations. Mich year
the bean, in. conleltatiop with the Faculty Prac-
tice Fund ComMittee establishes the' maximum per-
missible difference bet-Ivey' the lowest and. -the

76
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4. highest compensation that can be Paid.toindivi.,.
dual faoulty'members of eglibirank. A ceiling
is established on the compensation alnwable.for

.

each rank. Toe,;imitations apply to professiOnal
iwome from all souroies, including'incentive- 4,

obonuses. _,' -'Illaift-
. .

,
.

Operational Aspects

Asthe plan operates, tht Riean is essentially
in control of the dispositioe'of'the income from 4
the Fund., TI Faculty Practice Fund Committee,
chaired by the Dean, meets twice each month.
Therelseems-to be a feeling among-the facilty that
the CoMmittee has little. input on the decisions
that are made concerning the fund: -;1;This is attri-
buted by some to fac\ilty apath!, by others to theN....
fact thati"the Committee spends much of its,t,ime
discussing aotminisbrative details and reviewing
complex financial reports that the un nitiated
find difficult to comprehend.'
. A .

The administrative' support of tie Faculty
'Practice Fund involves three distinct units. that ,2
function udder the pirebtion of the FacultylPrac,-#.

'rice Fund Manager. .These are:,

0 1

l

The, Private ?.atients Unit'isArespow-
sible -for the pre-registration of'pri-
Niate patients, scheduling, and prepa-11-
\ration. of- forms for admissions and
assisting the physicians and the nur-
sing units in.coordinatin7.putpatient
appointmenp.

The Administrative Stippprt Unit is.the
core of thephyOcians fee Charging
?arid ocumentatioit- system. It monitors -

patient medicalrecmias for proper -
documentation to prevent claim denials,
or delays in the payment of, t.hes4
CItlims. It monitors.the services of .:the medical etafcto determine that
recoverable professional'feesare,
assessed, unless indicated? otherwise
by the physician.: It prepees and
processes ',114,r4ea.tor prcifOss.ional
services Mende . It carries out-ad-
ministrative and proceddal detain ':

77.
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related to the total process of record
kepping'and recovering o4-physician's
fees.

The Physicians' Insurance Billing Unit
is primarily responsible for the.com- "
pletion and final audit for all phy-
sician insurance claims going to Blue
Shield, commercial insurance-companies,
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 imit manually completes the bills,
obtaining the necessary information
from various source documents... The
Unit also produces manual insurance
)Qills for claims that cannot be pro:-
aessed through the computer system.

. The Faculty Practice Fund accounting and
collecting process is based on a computerized ac-
cc:Ambling and billing system which functions
through the University Medical Center's Computer
Service Department. Billing for some psycAiatric
services ,itp/done directly by the phyiician. ',The
'administr tive and clerical staff in, support ofl
-the plan numbers about 6 people. In addition,
approximately 30 people provide clinicll and
"technical support.

5. Benefits-That Have Accrued from the Pla
*

The plan has allowed the school tokbuild a
4 quality faculty by protvidiig more competitve

salaries, This has also generated programs which
the school could not halie otherwise supported.' '1
The plan has opened' a new source of 'revenue Pre-
viously untapped.

The plan makes it possible for the school to
distribute revenues in.ways that do not discri-
minate between service oriented faculty altd
faculty whose funct,ioni; are more prevalent in the
instruction and research areas. This -ensuresithat
scholarly activities ire not negatively affected.

78
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The administrative features of the plan help
generate procedures that tend:to improvecollec-
tions of fees and foster better record- keeping
and documentation. Indirectly, the implements-
tion of procedurds stemming from the plan'has"
helped improve staffing of ambulatory services
'resulting in quicker service to4Walk-in patients.
The-record-keeping gid bilring features of, the
plan document 'the extent of the findnqiai ene-
fits accruing to the State' frot the free care pro-
vided to indigents in.the University MediCal Cen-
ter facilities. The statutory provisionswhich
establish the conditions, for the admission of
full-time faculty physicians' patients ensure the
availability of 'a larger pool and mix of patients
td be used for teaching.

6. Finances

Revenues to the Faculty Practice Fund 'derive
,from:

a. All fees from patients, clinics and '

institutions for professiopal services,
irre'spec'tive of where performed. .Faculty
members establish, their bwn fees (the
Paculty Practi.ce Fund Committee provides
a 'recommended fee' schedule) and, can de-

\ termine when they wish the 'fee waived
or discounted. to-,

b. Fees for professional inteurdtation of
/ laboratory results.

4

c. The professional component of the labora-
tory fees from laboratories serving
routine hcspital ,functions in_ the Uni-.
versity Hospitals and clinics.

d. 'Condultation fees for services to com-
, mercial companies.

7
e. Honoraria earned in programs officially

sponsored by the medie.al school.

'Expert witness fees for medical-1 gal
work.

.

g. Honoraria 'for. visiting lecture hips of

79
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significant duration,
more months, while on
with pay.

involving tone or
University leave

,
.

/Aixp ditures from the Faculty Practice Fund
,/co sist of:

Contributiod's towardsaculty.salaries.
and fringe benefits. P

*/-

AdministratiVe (personfiel and other) and
general expenses of the Faculty ptactice

. Fund (Health Care Support).

c. That portion of the University's Mal-
practice premium that isdirectly assn-

' diated with the Fund's clinical faculty
members. ',

d. Departmental incentiVe disbursements.

The expenditures Listed under item b, Health/
CaFe Support, are charged:to the cost dflopera7
ting the laboratories in the Univeriity Hospi-7/
tals. However, these expenditureslultimateliare
borne by the Facility Practice Fund because the
amount of professional fees which the Fui earns
from laboratory services is the differ: ce be-

ltween the reasonable amount that can e billed
to the patient for a procedures,and q total cost_
to the hospital forthat procedur . For 1976-77,
MI:1th Care Support expenditure were estimated
at $900,000.

Then net revenuesto t
Fund exclude uncollecti
care write-off, adjus
,imbursements and poi.
Grbss billings i.nc
based on the val
services 'to pat
ability to pa
patient is

Facility Practice
e acdbunts, indigent

ents in third party re-
cy waivers and discounts.

de-all-of the above, and are
of all documentdd physician

ents regardless of the patient's
and regardless of whether the

tually billed forthese services'.

.Gros billings and net und'revenues have in-
- creased steadily -over, the years. For 1976-77

the projected net revenues amount to about seven
mill'n dollars, from gross billings of approxi-
mat ly twelve million.dollars which include -

80
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indigent care write-o fs. For fiscal 975-76,
the'petrevenues were about 5.5 million dollars
from gross billings, o. about 10 million dollarg..

The propostion of
supported by the 'Facu
,from 26.6 percent in
In fiscAl 1977. The,

derived from state'ge
more or Tess constant
Faculty Practice fund

total faculty compensation
ty-Practibce Fund has risen
iscal 1970 to 38.7spercent
roportion of compensation
eral revenues has remained,
and the increase in.

support has goen towards
program improvements 4nd as a sbustitute for de-
creased federal suppott.

The Faculty Practice Fund has been operating
on a cash deficit bas because disbursements
have been made on the of actual billings, 4

and not on collections during a givanfiscal
year. The cash deficits, covered by the-ambunt
of receivables, have been, advanced bu the Uni-
versity treasury. There is'an effort to put the
Fund on a-balanced cash basi'sbasis bu ihortening the
process leading,to patient billing,, by institu-
ting a more aggressivelpolicy in the colledtion
of fees, and by curtaiV.ng expenditures.

,-
7. .The Departmental Tncentive Plan

1

11

A portion of thene physicians fees gone=
rated by the members of each Department ,is re-
turnedto that departme t to be equitIODA,
distributed to the dep tmental faculty. The
amount available for this departmental incentive
distribution is,determin d each year by the Dean
in consutation.with the Faculty Practice Fund'
,COMmittee. This amount aries each year, since
it is dependent upon the income generated by the
fund as well as' upon oth r factors such as, medi-
cal school funding levels from all, sources, the
total commitment of the s pool towards faculty
base salaries and kring? 'enefits tndcash col-
lection,. During the 01 fiscal year the amount
of the incentive was half as much as in the pre-

.
vious year in spite .of a s arp increase 'in
faculty, generated fees, be ayse of a decrease in
federal funding: Expendit res for these sala-
riei, including new positi'o'ns, were, paid from
money earned by the Facult Practice Fund, to -'
'therAthap curtailingexpen itures.
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..The .faculty of each departinent'determines bow
the departmerit's allotment should be apportioned:
Guidelines for-these distributions,'issued by the
Faculty'Practice Fund Committee incluOei

'No !The total compensation to each faculty '

member,.from all sources,, must not re-
- sult in differences ill individual. com7v.
"pensation levels exceeding the maximufn
allowed by,the school for that year/

Items that may be considereq'?co en7
sation" in dispersing incentive/income
include: salary, reimburseAntS'for
faculty travel, society dues,fa,,ersonal
boOkS and journals, and parking fees.

/,

. The formu fia for the distrib.Ution of the .

incentive to the ,departmerytal fa'culty is
-determined by a deprtmeptat committee
of at least two members 'r 10 percent
of the departmental -fa lty whichever
is greater, and must approved Mr
secret ballot by two birds of the de-
partment's faculty m tubers holding Fa-
culty Practice Fund .comttacts.

The amount of the'incen ive bqnus for the en-
tire institution for 1976-7 was approximately
$200,000. ,The FacultyPr tice Fund Committee
recommended that for,1976 77 this amount be dis-
=tributed to the departme ts in accordance with
the following formula:

4.4% of the et revenues generated by
the depart nts faculty from pro-

\ fessional ees.,

.\' 4.4% of e income from payments for
\ departm= tal faculty consultations to

,commerc al compallie,

4.4% f the net income from labofatory
seiv ces which can be identified with
the epartment's indiVidual faculty
mem er's effort.

of the net income of'the.profes-
nal component-of laboratdry fees
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Be Attitudes and Comments of the Persons Interviewed

. ,

from thqse laboratories serving hos- '

pitad functions, attributed to the le- ,

partMent's faculty_ effort.
!

1

The Visitingteam interviewed a number of in-.
Adividuals. that were chosen by the-school as.

' representing a cross-section of interestis and
.Perspectives impacting on the plan. . Included
were the Dean of the Medical School, the.Manager
of the Faculty Practice Fund,

.

the currentand g.
former secretary ofthe Faculty Practice Furia
Committee; the Medical Center's Vice.President -

for Administratipn, the Associate Dean for Clini-
cad. Affairs, three department chairmen, six fa-.
culty members from,variousclinical departments'.

The cooperatiori-onsthe part of the visited
\

institution and on the part of all individuals
that were interviewed was outstanding. No effort
was spared to make the information available.
Questions wee-an5wered with utmost'frankness by
everyone.

II

, Thoseinvolved in the managerial and admini-
: strative aspects 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

--ilto see and are working towards improvements such
as: liberalization of the allowed use, of de-
,

partmental incentives, recovery of-ndigent write -i

kN%
offs on the basis of abill.ito pay, liminatioh
of the cash deficit, shorter intervals etween
services rendered and billing' better documenta-
tion of services, and changes in the statiate*to

. .. protect FacultS, Practice Fund reveriues.froM poS-
sible state encroachm&nt.

, -

The administrators would life txi see-moref awareness among the faculty of the plan'sfunction
-and fedtures. There is a feelin among the.ad-
ministratprs ,that. many faculty do .not understand
the plan and do not have an interest in how it'
functions, and that their perCeption of the plan's
performance is based excl4sively on the amount of
the bonus;-

.
. '

The Faculty members, including .some of the
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sdepartment chairmen, expressed varying xpihi .

. .

'Most approved of the plan feature that allo
support of-basic.science 'faculty saleries. (For
1976-77, such support used about 16 Ordent of
the Faculty Practice Fund reVenues.). There were
Wferences of opinion-regarding the incentive,"
'th the high earners unhappy with the System.

IT oie,in specialties that do not have potential
for high income:more readily .accept tAe statuses .

. quo. Some noted in thiA respect that the n.r

tive plan was Institutectwith,the.agproval of the
faculty and that the votVin favor of the pi'esent
,system was'3,to 1. . .

.
-

...

Thestiongest, most prevalent criticism among
the persons interviewed concerned the decline in
the 1977 incentive in the face .of the positive
respgase by the faour,ty to pressures by the school
administration for increased efforts to augment j

Faculty Practice,Fund,revenues. Mbtt,felt that
the d§crease.in'fedekal 'funds shbuld have been
offset by the curtailment of new hiring rather
th substituting Faculty Practice Fund revenues.',
.Th particularly resented the absence .of input
by he faculty that led to the decision.

/ .

Most,of the persons' interviewed voio6d accep-
tance of the fact that academicians earn less
than their colleagues in private pr=actice, but
they felt that if they Wished to give up he

enjoyment of academic life they could ear com7

parable incomes outside the institution.

There w as disagreement over whether the
Faculty Practlice Fund has a positive or negative.
impact oh.faculty recruiting. Several people
-noted reasons other than levels of earnings in-

' fluenced their decision to join .the' institution.

Some individuals voiced dissatisfaction with
the perp6rWince in certain adminittrative and,
manage la). support areas of the Faculty PractiCe,
Fund.. These comments'Were reactions to specific
issues and did- not convey the feeling that there'

L ...--- is a general.prOblem in this area.
r.., /N .* or

9. 'Teeth Observations , ,

4,
or.,.,..... 0.,..

...-Ari *....r,4 i ii:

An "observation common duriqg all interviews

(
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was. e lack of passion and high feeling's for and
. ,against specific issues,' pld that; in gerietal,

. '

the appeared either comfortqble oryirling to tloth, the plan. .

. . - .

16 . .
.

'In spite of the,disappOihtment and dj:Sagree
' ment:with the deoesions leading tofthe fower in-

. centive'bonus thisvyear, and the desire for more

... participation ih.distributing income;. there was
no- groundswell fot developingea'new system. -

.

k
.

,

There seems to be an awareness of the poten-
tial forthe State Legislature to divert fund
revenues to further offset State appropriations.
The faculty 1s-depending on'the'Dean and on the
Chancellor to prevent .*at from happening.'

10. Cdflusiona

This plan appears -: to be a reasonable compro-
mise between the policy of the State and the needs'
Of the Institution and of the faculty. The ad-

, ministrative aspects are ieasoftably well- managed
.apd are, constantly under review for possible .im-
prOi,ements. Substantive chdnges would require
.modification.oestate laws and institUtional pro-

Based on the observations, it ddes.not
seardlikeLy that tliese changes will occur in the
near future.

Operationally, the plan could benefit from a
revamping,of the governing, committee structgre..f-,
The FAculty Practice-rand Committee is large 4ad
Unwieldly its` Charge is too vagup;' at lacks t

. continuity, by the'time members learn thesystem,
, they -aid replaced bynew ones.. The ComMittee ' '

,meets toooften,''deals inadeqUately.wi0 policy
matters as it becomes bogged.down with needlessly
detailed fipancial.reports:

.
The plan could be better understood by the

faculty if all of its features and provisions,
statutory as well as 'administrative, ie e written
14 a single doa,uMent. At present, the incentive
feature's of the'plan are vaguely enun ated and
are apt to be misunderstood.

The possibilitS, exists that the incentive plan
could be structured to produce higher revenues.

i.

41

8.5 t

A

tO4

4



.

. p.
1

.
, r /

/ -7

...

)

,

Currently there' is,'little motivation to gene-
rate interest. of the faculty to- render patient-,
billing.and to provide'ladeguate d6oumentation to
preclude delays ,or pre ht_

1
1,

. 'More interest could be aroused if flexipility.
were.permitteddin the use of incentive allocations..'

Regardless of.these weakn espes, however, the
elan has been and continues to be a 'major instru--

{_pent in the maintenance(of/guality education at %
the Indtitution.

Case Study #5
.. a

6.

, *
I-t.

A. 'Institutional Characteristics Relevant to. 'the Practice ,..

. Plan

This midwestern school was recentl' created bythe
State Legislature following completion of a four-year.'
feasibility study by a local citizens' group. .

The first Aedical kchdol class was relatively small,
4 but: the currept enterir.N class is how 120, with an. even-
tual planned, enrollment of 150:, The School has a 35-.
month curriculdm, but Consideration is being- given to ex-
tending this to four years. Original operations were es-
tablished in a 'local hospital. Si,nce'then, a new campus
Was planned and is now under construction. 'Facilities
completed are health science building and a building

4 housing the library and administrative offices. Anew
295 bed teaching hospital is scheduled., for completion
Within the next two yealift.' This constkuction program
presents a capital investment, of 5100,000,000 provided
by the State, the Federal GOvernment, and private dOna- /'

tioris,.with the largest funding beirig ptovided by'the
State.

This' is a free-standing health science campus which is.
governed by a 3,oard of Trustees appointed' by the Governor.
The Center is headed. byia President, assisted by an execu*-
dive administrative staff dOnsisting of e-Vice-President
for Academic Affairs and Dean of the.gollegesot
Vice-Pres'ident for Management Services, Vice-President for
Finance and Director of HOspi4tal Management. This group

/
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meeting weekly; determin es the administrative policy of
the Center.'

. In additionwto the regular 'teaching and servite pro-
grams of the College.of Medicipe, there it a doctoral r
program in the- biomedical sciences, a ScOool pf'Health-
Related Professions, a,Consortium'Program for Nur/sing,
Education and a ContinuingMedical-Education Program.
Plahning is under, way to develop a graduate -level dental
program add a madters-level program,4in nursin5.

Clinical teaching and the private practice of
cine are'centered in an old hospital of less than'200
beds. Et is'leased by the Center. Three -prime affilia-
ted private hospitals conthin 1,64,4bedif associate, afl
',filiation's with the local Mental Health Center and anoi
ther private hospital are alsousedr In addiem, 47,09.0
out7Tatients and 17,000 emergency'room patients are
available for teaching in' fhe University's Teaching Hose-
pital.' "Al

The follcATing table present's variables over time
that are pertivneto'this Case 'study.(

)

I mss.
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TABLE 7
*Statistical Data 1967-76

7

, 107

4

4

Undergraduate Medical Students*

(House Staff*

Full-time clinical faculty'

Full-time clinical fa'culty at
Associate Prof. and above*

Total clinical 'volunteer faculty*

Total regular operating revenues**

ledical practice planreve ues***'.01f

Sponsored research expenditutes**

1967/68 , 1969/70 1971/72 1973/74 1975/76

Ratio of full-time clinical faculty to
-volunteers

% 9f full-time clinical faculty at
'rank of. Associate Prof. and abovet

% of Medical practice plan revenues to
total operating revenue'

At

40

20

,0

°

120

100

40

20

220

5,32O

354

$ 690

6.7

260.

'140 loo

60. BO

40 40

a
,300 340

-

8 , 6 6 a 011,827'

$ 4t $ 5/2

*$ 679 $ 11,377

.2,

67%

C.5

50%

4.8%-

*Rounded to hearesetwanty
**Rounded to the nearest thousand
***Represents school expenses funded by the,plan
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. ,.B. et tPlah .-., A;eneral Description and Hi-Storii '',
, .

e. private practice. plan was 'formulated in 1973 at-
. the initiative:Of'the'faculty.. The major objective of ...;

tfie'plan Wasthe generation.of additional financial re- .

_sources to permit retention and'recruitment*of'faculty
and.tb permit the. Institution to reduce.its <commitment to
the base salary support orfaCUlty. The institution's'
professional practice plan is classified as Type 'A' un-c /
der the.AANC's typology:" . ,

0.

The affairs of thvprofessio a tiC plan,'inclu,
ding, the development of and rev.i. -laws,rpol-

. -icy interpretation, methods_of kageme = tion, con-'
trol of billing, and collection proced e , n release of
financial information are determined solely by the fa- _.

qulty. . The Dean of the College is an-ex-officio member
of the practice plan and serves as liaison'between,the
President and .executive aAministrative-staff of the. Cen-
ter. The Dean, however,: has, the opportunity to negotiat9 .

faculty members' base salary and supplemUtal income.

-%4L, It' was stated by 'one of the prime developers - of the
plan,th'at it- s realized that the,plan is.autocratic and
completely separate from the College and .the Hnalth 1/
Science :Center and was dess d to avoid the pitfalls of
plans.-at Other centers. The plan is incorporated as a

, ,
for-pr94it corporatio4, and although,so:far no taAes have
been paid, it is anticipated'that'la tax liability will be
incurred this coming 'year._ The Corporation has a current

" accumulated deficit of*a proximately $500,001). The
ter"members give N.1P cqp l'oVerfhe fu&s',geherated:

v.They ,also .ante, indiv dual autonon& tor adtinistrative
tN,, ,-wp, s'masters. ,

14

4 Al
T.

..,

%

1. Organization - A .

- .,-

The control of -the practice plan is vested in
_,shareholders consisting of the clinical depart-

' AP, ment chairmen. The shareholders elebt4,:separate:
Board of Directors with staggered two-ye terms.
The Board consists of the department thWrmen,
one elected ph7sician faculty member from each

- , department", the ,Dean of the College -of Medicine.
"(ex-officio), and OtIlets.as may be selected by
,the shareholders. The Board of Oiectorvelects .

4
'the cotporation,officers and an 'executive Com-
mittnezwhich meets every two weeks. ,Shareholders

,

-."
have the option of removing any director with or

I
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withoutcause,at any time.

Day-to-day. operations are handled by a Busi-
Aess Director employed by the Corporation.. Policy
matters are'reviewed,by the ExeciAri.ve Committee
o the Board. The Business Director 1-i&s a staff
of 18 full -time equivalent employees..

.
/

/, 2. Plan Features

-.A centralized billing systerri, is- operated un-
der the direction of' the Plan's Business Direc-
tor. Revelnues of-$3:2 million were generated,

. during the last full year pf operation (1976).
Current unbilled accounts are-approximately $2
million,., To improve timeliness of binings and
cbllections a new dedicated computer-has beeki or-
dered and is expected to be operational shortly.
A deCision on installation of terminals in the

',departments has not ,yeteerl determined.

Operational report:sare generated at the spe-
cial requestAcf the Plans Executive Committee.
Thejrreasurer's report contains little.detail.
No special reports are generated for the dean or
administrative.staff of the Center. Most of the

*. sicians interviewed indicated they routinely,
f lloW the status of their own accounts,.

a

If a full-time faculty member does not join
the plan he must.,relinquith all earnil from
private practice to the school, and he s not
entitled to any supplement or.benefits from the
school or the plan. Membership is optional for
part-time physicians. Currently there are ap-
proximately 90 active members of the Plan. Em-
ployment'agreements are maintained. Practice is
permitted in the Center's Hospital and at affili-
ated hospitals. Patients at these facilities in-
clude in-patients, general out-palients, as well .

as those seen in the clinics and Tmergency 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 prerogative Of tyle individual phy-
sician. One billing is rendered'to th% patient
and, with the exception of ancillary char4s, in-
cludes the use of hospital facilities, which are
paid by the Plan.
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Revenues collected by the Plan are credited
to the individual physician' and 'are limited to
clinical Care services only.

3. Operational Aspects

Faculty compensation is
salary, base suppleil)ent and
ment,

- Institution Base

.composed of 'a base.
an incentive, supple-

')

Salary Schedule

Rank Min. Max.
*

' Professor & Chairman $28,00 $45,000
Professor 26,000 4'0,000

Associate Professor 24,000 . 37,000
Assistant Professor 16,'000 33,000
Instructor $,000 25,000

Base supplement is_Degotiated by the depart-
ment chairman with the individual, subject 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 liekalf of tie in-
dividual clinician.

In addition to alary,c. pensation, pensidns
equal t6 10% of the salary paid are funded by the
plan and.33% of grossincoe is chazged by the
plan for overhead.

Currently, money from the overhead charge is
.

used foi. the following purposes:
e

a. Costs of operating the Business Office

b. Medical liability insurance

c. Profit-Shaking Plan (the percentage
determined at the end of -tyre year)

40
d. Employer's contribution to:

(1) Social Security

(2) 'Workmen's Compensation (.57% of
. remuneration)

is
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C3) State Unemployment Ingurance
per (itulividual).:

e. Dues ($310-Per individual)

$80

4-f. Employees. Beneficiary Associat n ($/50 or
% to 2% of Social Security ba e)

g:' Faculty Development Fund (a inistered by
the Dean equal to 10%)

. .

h. Shared out-patient clinic expenses with
ho6pital

.\,

i. Corporate faculty'cle4elo ment_fund for new
faFulty ($150,006for a faculty member
who doe's not earn sufficiently to. cover
his costs to the assock ation

j'...The Plan's Trust Fun equal to 6% of the
4overhead charge

-k- ' Anyliglance.remain ng after" payment of the
faculty supplemen sand pension costs and

1101 > the 33% overhead barges reverts to a de-
' , partmental accou t.

The Xollowing is a example _of an earnings
distrfbution: In thi eXample, the individual:,,

a. Is being p a-$10,1300 salary from the
plan.

Is eligibl- Jor the pension plan. (Elil

e'who as worked eleven months
of the c lendar

$10,0 0.00 Salary
.1, 00.00 Pension

67% - $11400:00 Gua4-anteed Remune.ra-
tion to Empl8yope-

33W- ,41.7.5q,,Overliead

100% $16,417,.50 TOTAL COST :

Thus, f the,. dividual's total cost'N he

corpoi-i ,67% r $11,000.00 is paid to hi .in
the form f sala y and. fringes; 33%, or $5, 17.50
is charg d'to h by the Corporation asist-Zo t of-'
doing b siness

92.
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If additional compensation is earned, it is
distributed as follows:

a First Incentive = First $10,000 above
`break even point

ayjo,

$3,306 to the Plan for overead
$6,706' to be divided as follqws:

(1) $6,700 x 80% to Cash and
pension ($5,360)
$4,872.73 Cash'
$ 487.27 Pension

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

b Second In9entive Second $10,000 abok
, break even,point .

$3,300 to the Plan for overhead
$6,700 to be divided as follows:

(1)' $6,700 x 70% to Cash and
Pension ($A,690) .

$4,263.6A Cash
$ 426.36 to Pension

, a

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

c Third (on) Incentive(s) - 3rd $10,000 (op)
above break even point.

(1) $6,700 x 60% to Cash and
PensiOn ($4,020) ,

$3,654.55 to Cash
$ 365.45.to Pension

.

(2) $6,700 x 40% to Department
and Chairman ($2,680)
$2,233.34 to Department
$ 446.66.to Chairman

93
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C.. The Site Visit,

Duringthe two-day site visit intery ews were conduc-
ted with eighteen faculty and admlnistrat rs: These ix -'

clu ed: the Vice-President for Academic ffairs and Dean

pf he College of Medicine,'Associate Dean \for CliniCal
Affairs', Chairman of the Board of the Practice Plan, Busi-

nesS Director of the Plan.,Health Center's'Vice-President
.for Manatfment Servioet--And Treasurer, President for
Management Services arid TreaSurer, President;pf the Plan,
tw,Assoclate Professdrs in a joint meeting, Vice Presi-

cOtt.9f the Plan and Chairman olf the Plan's Fiilance Com-

1mittee,
eight members.of the Pian's Executive a d Finance

Committee in a joint meeting, and the Director o 'the

Hospital.
\ d

Some specific comments obta ned from those int&viefiied

were: ..,

1.. "The plan should improve the timeliness of ,j1-
. .

lings and colleceions:" . %.

,

.
.

'2. "Better-end more detailed reporting sholIld be
made-to meMbers." ., . .

3.; f."The overhead is too high.h . Als

4. "The current adm inistration-seems responsive;"
.

/*

5. "The plan-is important in helping 'hospital oc-
. cupancY. and improving, patNnt.Care."

"The plan'has permitted(the Collee to reduce
base. salary costs."

"Tilers is no writtei'information for tht plan's

yarticd.pants."

8. "The plan needs corporate reponsibility to,de-

veiop unmet4nstitutional needs.".

9. "-Physician ,earnings 'are taxed 'for departmental'.
funds rather than b&ng distributed as additional

/
salary.

''.10. "The p n is autocraticallY'ealtrolled by the

Chairman."

94
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11. "i4 rships on the Board were expanded and the
tings are open for participation, but no one
es to these meetings."

1 - .
. . .. a.

,

1.2 .. he larger dear nts 'should' have more represen-
atiV'es' on the Bo than the smaller- departments. ".

,
0. lk . .

13. "The funds should be allocated to specialty sec-
. . t. ionswitnin the department."

,I 7.' 1 .

lA . "-The plan was formed to aVoid-pit.fal,is' of prep -`
tice plans at..o.ther healthientere."-

. ,-...

. "There is,.no way 'to police, phyticians on efarnings

4

"thiet-'tlisey might receive, 'directly."A

.
. 1

16. . eArning'/del?ailtmerrtet shOuld -not subsidize
dePartments. vlioth 'less earntrtge.

.*' ?

7. shourd rgceiYe mote stib-
sidy from high"l earning -depar tiDdqsc' "

A ,

1-8. "Producer Iphysiciarir geeM,,satisfieil
ulcers seem to gripe."

, .
.

Nori- pr
a- .. .,

CO 1.0 s :4,
-C

the

,

This. is a reiatively..yottrig. Flan at .4.7ou*otinstitu-
. Althatigh, this fact. alon'eaw-as caused kfrowing pains"

. wiVi Operational procedures and MisunddrstaridiingsAmpng
particiyants, -1,4s beeOf -great benefit ih helping the
College to 'develoi;its Base salary 'cogts
have abeerr.reducedb nd -the financia.1. Incentive has' ena-
bled reCtui-tment and4etention o, physicians. Dietribu-

.tio-n of income td_thp land to depArtMentaI accounts
has permittecienriChmenb an aOdelei-ated deyelopnlemt of ..

.

the school's Programs..
*

.Pest. ,ind reporting Ji-ave*-1Seen in-

p
11

' adequate., but it appeg,rs that the, deficiericies have beqn '
recog'nfzed And are being' fentedied, ,

, , ,

1 4
0 9

P.' The pier/ is unusual in its complete autonomy 'from the -*..,..school's administr4ion. Camplete contrOlsrestswith the
--c.lipiaala chairmen.' 'This' fact` apparently has 'not been of

concern ta the Dean or administratiave, staff. probably be-
cause fiands are'currently being channeled in a way that
hag helped solve many ,pressing needs, ih ,addition to fecul- ;

,ty compensation. *. . , N

.

0,. ' PI ..* ,

at.
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Case Study #6 .

. Institutiohal Characteristics Relevant td the
-,:,Practice 'Plan

.,,
,

This Northeistern Institution\ocated in an urban

)'

setsting has been a publicly supported free- tanding medi-
ca1\center for a number of yearis _after havi gexis'ted as

.
a Medical college of a private university. This institu-
tions practice plan is classified as Type B under the
AAMC's . .

.-
.),

classification system. -.*

1.

Since its public ownership, this Institut has de-,,

veloped.froM the sole program Of granting th .D. degree
in the College of Medicine,with'an entering class of.52, -.

, (and only one paid clinical department) to a fullyirdevelop-
ed Center. Tha College of M4dicine has increasedthe iz,e.

of.its entering class to,120, and with the comple6.On of
addi,tionAl,,,basic'science facilities will accept .an enter -,
.ing clasd.of 140 this Fall and a class of 150 a year later..

A new clinical campus. is-being developed and wil Become
,. ,

operational in two years at another urban communitysome _
.4

'80 miles 'away. ,The new clinical campus,soffering clinical , .,'

.teaching for the third and fourth years.of the medical
rctlirriculum, will eventually have an entolledClass.of 50.

tints will be.transferred from the
, in4 the boalance of class will

students.

.'- Thirty of these stu
pexentmedical cent
be filled with COT

In addition to the College 6f Medicine, .the Center
conducts a graduate program in the BiomediFal Sdiences
with an enrollment of approximately,60 and operates a
School of 'Health Related Professions'. The-latter, with
total enrollment of approximately 300, grants assdciate,
baccalaureate-and masters degrees in Respiratory Therapy,.
Physical Therapy', Medical Tectinology, i-Ray Technology, .

Nuclear Medicine, Cytotechnolbgy, Extracorporeal Technol-
ogy and in a'prOgram for Nurse Practitioners. An AssOci-
'ate degree' program in Nursing ,was phased-opt lasi`year;
it i hoped that it will be replaced with a baccalaureate
and masters' program in Nursing.' Approximately 165 resi-
dents receive their training'in ihe UniveFsity Hospital,
and an additiona1,175 are based at the CerHet's affiliated
hospitals,

* . . .

Students that have received their early medical educa -'
tion in a foreign medical school and are accepteefdr,re-
entry to a U.S..:School through the Coordinated4Transfen- .

Application System. - I&

611
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The Center's feachihg hospital has just und-er 1160 beds.
outpatient 'clinics with an annual volume of 96,000 visits,
and on emetgency service handling 35,00.0 visits.

The teaching hospital is' a tertiary care facilitY
sbrving a total, population Of'approximately 2 million.

'..'Because of the relatively small size of- the in-patient
service, this facility has developed into a highly in-

,tehiiAre care'hospital. Each of the clinica1,c1epaTtments
has a base of operations at* the University HosPital,,ex-
cept that OB-Wh and Family Practice are.housed in affli,-
ated hospitals. They Hospital maintains and staffss a pri-'
vate patient aMbulatOry facility -It is available for -

appointments with the clinical faculty, with a charge,
based on schedulitg, assessed to the physician.

1

In addition to the University HoSpital, affiliations
are maintained with a 500 bed private hbspital which is
physically torineoted,:amearby VA hospital of 50O,beds
and another community.hospital of 400rTheds. Minor

:affiliations.are.maintained with several other hospftals.
.

Most of the priyated,practice of medicine is done at the
University Hospital with the balance at the prime affilia-
.ted,hpspitals.,

The Medical Centei is one of a number of State opera:
'ted campuses coordinated by a Chancellor'and centralized
7administrative'Stafforesponsible to a Board of. Trustees.
Thb ldcal.eampus is headed by a President who reports to
the Chancellor and Boatd. Other administrative offie-
ckals.are an Exectitive Vice-President arc Dean of thd
'College pf Medicine, a Vice-President for Academic Af-
fairs and a.Vide-Presiden,,fot Hospital Affairs.

4,00iteehe following table presents statistics and key fi-
cial variables related to the school's medical prac-

tice-plan. N. ,
*
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TALE 8
Statistical Data 1967-76 -

.

.

1

1967/68 169/70 1971./72
. I

1973/74 2975/76
,

.

Undergraduate Medioal Students*

House Staff*. /

Full-time clinical faculty*

Full-time clinical'` faculty at
Adsociate Prof. and above*

I

Total clinical volunteer faculty*

.T6tal regular operating revenues**

Medical practice plan Revenues **

Sponsored research expenditures*:
.,

r

Ratio of fulltimeolinical faculty
to volunteers

_.
.

..,

% of-full-time clinical faculty at _

rank ofAssociate Prof. and above
.

% Medical practiCe elan revenues to
total operating revenues

.

'

400

180

'-- 120

-
4

$5,558

$ 149_

$4,159
.

-

t

.

400

220

100

.

-

_

$10,221

$ 1,968

$ 2,308

1
.

19%

.

.

420,

N.280

140

80

4.80

$11,658

$ 3,327

1,996

.3

574.

29%

V$

480

300

180

' 80

520

$)4,168

4 A,701
e

$ 1,924

,35

, 44%

33%

1

.,

. 410

'320

200

100
.'

7
.

$20,047

$ 358

$ ,442-

.29
t

50%

379

*Rounded to nearest twenty
**Rounded to theihearest thousand

v
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B.' The Plan - General Desc ription:and History

P rovisions for the practice of mepicine tly clinical
faculty memberCNere established as policy by the Board
of Trustees otYthe Institwtion in 1959. Thith.policy pet-
mitted.the fofftation of dep4tmental practice groups;
made membershiploptional; prov4ded for the,payment'of
expenses of practice; limited individual comp4nsation
to 50% of base salary; provided for the establishment of
an overall Governing Boardto monitor ope*ing,prac-
ticesr7prohibited retention of assets after the close of
'each.year; pro 'Pided for a central fund to receive all
excess earnings; and restricted practice to University
or affiliated institutions. Opportunities fbr practice,
howeVer; were very limited until the Center' opened its
own hospital and clinics'in .1965.

Polic ies and procedures of the plan were refined by
the Governing Board thrOughthe early 1970's*at which
time the State Legi'slatpre.proNrided'for colledqiye bar-
gainingmhich,included the operation of clinical prac-'
tice planS: The State-wide negotiators attempted to
force implementation of Central billing and to tightep
controls on Iseof,ail generated income through the es-
tablishment of a non-profit Corporation. ,This Was agreed'
to by the union in return for increasing the limit on
retained earnings of pp to 75% of base salary.

When the State was unable to obtain a favorable tax
ruling from the Internal, Revenue Service the Cbrporation
waedropped and,each of the States'. medical centers wfts/'
permittedyto propose a set of by-laws for Practice, plan.'
management-for ratification by the StatV Office of Et-,
ployee Relations and the University'sBoard, of Trustees.
These by-laws have 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 equls'or exceeds 35% of the
permissible base salary for their rank.

1. Organization

r, Each clinical department has its own clinical' '''

racticegroup with an independent accounting
system handling charges,, collections, and other
business practices related to activities for that

°
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.deFiartment.There 10an overall' Governing
,Board made up of,one elected representative from
each group plus. one representative from the basic
science faculty,.the President and the .Dean..

2. 'Operational Aspects

!Annually. each department submits its antici-
pated budget for the coming year to the P'resi-

dent,. Dean, andtGoverning Board. Policies on
types of expendituret are determined by the Gover-

, fling Board using,the criteria of tax deduQtabili-
ty as determined, by the Feteral Internal Revenue
Seryice. The following definitions have been
dstablishedvfor expenditures whichcan be paid

. directly from,the departmental practiCe funds.

a.' Malpractice ,Insurance Actual costfor
coverage of ali members in the group.

b. Legal Services - Actual cost of any legal
fees for handling or advising relative
to the group activities,inaeluding filing
group tax returns. -

c. Accounting Services - Costs of profes-
'sional accountants for maintaining books
and records of the group,' including

1 rendering advice)on establishing adequate
accounting procedures, providing book-
.keep.ing services, billing and collegtiag,
and prelliring tax returns and other 111):-

quired"%ccounting reports.
10

d. Employees CoSts of-services and fringe
benefits for those employees required to
harle the businesa of conducting .ehe
IpraTtice and rendering patients care, 'in-

, cluding"accountants, typists, steno-
grapherssand clerks for preparing and k.

collection patient accounts, typinTmedi-
cal records, making appointments; etc.
Employees rendering general services to
the department or medical celiter should-
not be included in this-category.

EmploYees required in 'this category
should'be employeed through anestab-,
lished adcount in the Resarch'FoundationFoundation

100
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and'payment should be'made ti-the.Foun-
/ ,datiOn.by the respective Medial Servibe

Group.

e. 'Fringe Benefits - Costs olf peoviding re-
tiremen coverage-fdr. members of the Me-
dical Service'Group of up' to 15% of the.
.amount distributecilto that group member.

Under current Internal Revenue regula- ', .'

.
,

tions, *come tax has to be ,paid by the,-
individual on contributed to
a retirement prog The additional.
tax liability.jncurred on:this amount may

, be paid to the ins addition to
his-normal maximum distribution. " ,

....
,

Q. No other fringe benefit program'cOsts can
be funded as/an expense of practice for
those individuals receiving a state sala-
ry. ApprOved benefits are already provi-
ded from Statd sources. For an indivi-
dudatceiying.total compensation from
the ical service group, benefits
equalling those provided by State may
be funded from this sourdb.

f Car Allowance - An amount'necessaty to
cover, use of_pe'rsonal car in relation to
vendeging patient` care as allowedby the
Internal Revenue Service, but not to
exceed $100 per month.

g. Use- of Home. for Office - No allowance,,

h. Aotofessiohal.Dues Actual costs of merrir-
professiondl organizatiOns.

NO all6ivalce fOr membership in country
clubs other social groups-

i. Travel - Actual costs of travel for group
members ds allowed by Intern1 ReVenue

A Service.

j. 'Gifts and Contributions,- No
e"
allowance

Office Supplies and Expense - Including
postage, stationary"; telephone and tele-
graph charges and office equiA.ment.

101
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Items should bee documented as, directly
- related to reWering patient care.

4. a

1. Office Space - Charges made for use of
facilities in State University Hospital.

7,5

m. Books, and Periodicals -Costslof profes4-
- 4 Sional publications for departmental use.

"- Any-other'proposed expense should be submit-'.
',ted for budget review and should be approved by .
the Presiedearand -fte -Governing Board of, the
Medical Seende Groups and should be charged ti/
departmenal operations-w'not expende of practice.

*II _

Requests for distribution ;of practice. income
to theindiVidual.ciinician are reviewed by the
Dean and President for compliance with institu-
tional salary schedules and'everall eqUity.
partments are notified in writing of approved
faculty compensation for the coming year. .

A standardized reporting' format has-been de-
veloped for reporting fiscal operations of
department plan.. Reports are submitted annUally
to the Medical Center_ Business 'Office where con-
solidated operating reports are prepared.' The.
report includes a detailed listing o income dis-
tribution and fringe 'benefits paid for each cli-
nician. These distributions are checked against
the approved salary supplement for complian-ce.' 4 440

with the, institut}oWs guidelines and .policies.
15r.

k
An outside' CPA' firm is employed'to examine

the records of the department practice plan. In
addition to the fiscal audit, bookkeeping and
accounting practices are reviewed. Copies of the
Audit report are- -fur fished to 'the President, Dean,
Vice- President for,Aamknistration and-meAbers d
the Medical Practice...Governing Board.

Finances . .
.

1

--4. ,40 , The Mddical Center,Business office bills each
S.. department plan for the aavessMent to the Dean.8

fund-at the,close-of each year. The -Business
S.% Office handled the record keeping and disburse-

, ments for the-Dean. Gross inComeofrom this total
-. activity in'caldnApr year 105 .was $7,357,784:

gm-

I.
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j
This rqpresented,a large increase over prior year
years; `by 1976, the gross had increased to
$8,650,000. Until recently, a two percent con-
tribution of gross collectibns has gene 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
*arid allowable physician expenses in excess of base'
salary are paid dirAtly from this account. Since
some:base salaries include a professional fees
component, Ale monies needed to cover these com-
mitments are also transferred to*the Medical
School. On aria overall percentage basis,. fee -for-
service-income has been distributed as follows:

a. To physicians-as base salary, salary sup
plements or fringe benefits, about 44%.

b. For practice related expenses, about 19%.

c. For personnel and equipment .related to
patient care, and for departmental
operations, about 18%.. `(All personnel
employeed from private practice income
are placed on the payrdll of the Founda-
tion, precluding'the necessity of main-
taining,separate payroll and fringe bane-
fit' operations. 41so, equipment and
supplies are ordered by the, Center's
Foundation Office, vhich also handles
voices and maintain accovnting reords
for thd departments' restricted ac6ounts),

d. For research support, about 9%.

The approXimate 104 remaining goes either to
the Dean's Fund (now 5%) or to Research ,and De-
velopment (R&D) funds in the Research Foundation
established for each department.

All funds in departmental bank accounts are
spent or transferred to the Research Foundation
-at the end of the year.

There is a ceiling on to al earnings regacd-
less of" productivity. No inaiwidual is permitted
to earn more than an additional W5% above the

r
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base-salary. In actuality, few achieve this, a

level of earnings. -Many voluntarily agree that
income should be utilized for departmental im-
proVement rather th take-home pay. In part,
this somewhat un al attitude is accounted for
by a high lev of State income tax in the higher
brackets'. Th, combination of Federal and State
taxes may take'up to 65% of upper levels of 1
earningt.

. .4

C. Visit
t

Interviews were cqnducted by a team of t our with the
following: President of the Medical Center, Chairman of
the Practice Plan Geverning Board, Dean of the College
of Medicine, Acting Vice-President forAdministration,
ursar (who coordinates reportiing fisom indiviaual depart-
ments,.prepares bonsolidated rePorts and schedules audits
by an outtideCPA firm), seven department 'cl-lairmen and
six faculty members. ,;

D. Team Observations.

Theoverdll plan hap the enthusiastic s1pport 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 opekations, the in-
stitution has good total *accounting and knows the dispo-
sition of all money. One of thesecrets of the satisfac-
tion level is that essentially all of the money (except-
the small Dean's Fund) is utilized within the department
generating the income'. Most believe that the systems are
efficient in terms of picking up and billing forall work
done.

Some doubtsithat all patients were being billed were
'expressed by a few in the final session. There it a

cstrong incentive for each deaprtment chief to.have an ef-
ficient system.

The administration and fadUlty have worke d together to
reduce interference by State bureaucracy to 4 minimum.
They have resisted pressure to establish a central,bil-

1 ling and collecting system and have used the Researeh
Foundation as a haVe0for department, R&D funds. Through.
this Foundation, these funds can be used without all of,
the usual State-restrictiams.

a
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Primarkly because those individual's earning,ih excess,
of busaVary cannot participate in tax deferred retire-.

ment' triblitionse there has been some interest in
dividual'or group incorporations. No specific'action has
been taken.

There is a firm conviction thrbughout the institution
that a central billing system would erode ability of
the-physici0 to have involvement with his patients ana .
their ac6oupts.

Egt 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 grouporganizations, what a number of schools
with'a totally centralized system haVe failed to achieve.
Their,SuCcess is probably due primarily to sever V. f-ac-
tors; A

1._ These departmental plans, have existed for a num-
ber of years, pre-dating most existing faculty,
therefore, most faculty have been recruited with'
prior knosAedge of the operating procedures.'

, .

2. The administration has allowed, the excess income
to be used by and for the department generating
,the income.,

- "
3: The admin±stratiotl_hat "protected" this income

from bureaucratic encroachment by the,State

4. The local tax situation has lessened faculty de-
mands for more direct income:

i( Case Study #7

A. Institu nal Characteristics Relevant to the
Practice an

This institution,, in tir Northeast, is public
and located in the ghetto area of aiarge metropolis,
where togbther with the other componepts of the medical
Center - a dental school, a 4radaate college of bio-
medical' sciences, a new teaching hospital (scheduled ,for
.completion in 1978).1and a major State hqspitalffiliate-
it functions as a 'prominerlt teaching institution. 4

-
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The Institution's professional practice plan is (
classified as Types"B" -under AAMC's- typology.

In addition to.,,phe:primary State hospital, which is
being replaced by to n011yconstkucted Center Hospital
adjacent to the Medical School, a VA hospital.and
several'other major and secondary affiliations,geo-

-graphically dispersed provide teaching patients. The
major Stateowned hclpital hasover 540 beds which serve
14,500 annual-admissions. The present.indigent inpatient
drare 1c4d is 35-40W. .Outpatient visit's number over
80,000 yearly,'.ind emergency room visits number 73,000.
The primary'teeching,hospital under construction will be
approximately'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 hospit'als tcfmeet
educational requirements.

The Medical- School is resfeesiblz for just under 500
undergraduate medical students and some 440 house staff
and it contributes as-well to theM.S. and Ph.D. programs
in the basic medical scienoes and allied health sq.ences.
To carry out these teaching Commitments and the
responsibility for a significant research and service,
load, nearly 3(0 f411Aime faculty are employed, 240
Of whom are in the clinical departments. Of the latter
group, about"16pare practitioners who would- fall under
the purview of the practicb plan. Additionally, these
departments utilize the services of a substantial numbers
of volunteer facUlty.

, ,

The programs of this institution're combined with
those of other branch campuses in the State'under a.
highereducational board headed by a Chancellor and
'governed by a ten member Board of Trustees appointed
by the Governor". The organizational unit encompassi,ng
all of these programs is adminiitered.by a President;
however,' the Dept of the Medical-5chool maintains
academic responsibility for the programs:of this campus

I
The following table-presents%statistics-and,key\,

financial variables related to the school's medical
practice plan.

A
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TABLE 9

Statistical Data - 1961-76

__. .

. ,

.
1967/68 1969/70 2971/72 . 1971/7A

.

1975/76

Undergraduate Medical Students*-House Staff* ;.

)41-time'cltn1da1 faculty*
- ,

.

Full-,time clinical facule ty at
Aspciate -Prof. and above* .

Total voluhtber faculty*.

otal regulai operating revenues**,

Medical practice plan revenues** ,

Sponsored Research
'

,

Ratio Full-tim clinical faculty to
volunteers .

% of'Full-time clinical facult
Associate and leVel

% Medical practice plan revenues to
regular operating revenue

.

t

'

\

k.

.

N:3'60

PO

-

-

-
.

$1,329

-

-

.

-

.

.

4a 4

.

320

280,

. 80

-

$5,682

not

$ 846

-

S

.

not

400

280

180

60

480

$8,155

available

$1,396
.

.37

37.9

available

460

380

160

60

-

$11,177

$ 2,353
,

244.2

-

500

440

240

d
.

120

700

$12,360

1,000

$ 2,672

.35

48.3,

.

8.1

*Rounded to nearest twenty
**Dollar figuees rounded to nearest thousand
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Br The Plan- Gener.al Description and History

The praotIce plan at this, instNition allows the '0
indivdua'clinical departments considerable flexibility.'
in tAe.adminj.stratiqt9f the funds generated by ,their
faculty. 1

- 1

The present overallarPlan evolved in 1971 from joint ,,,

efforts of faculty and administration, but was revised by
the Board of Trustees-in July 1973. Accdrding,tothe
Plan's by-laws,-it has been recognized that the depart-
ments and divisions "have individual needs and require- # 1

nients that cannotbe accommodated by the establishment .
(of a single 'monolithiC' system-..". Thus, each entity

is permitted to act on its own in administering its
- fufids as long at the respective distribution formula has
been approves by the Trustees.

ti

Alit

. This freedom has Mtendeeto the areas of faculty
billing'and 'colleCting. Because orthe 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.reCeiving
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 't

Deanship has probably contributed to this unusual in-
volvement.

1

,

t

-Several specific rulings have recently'been presen-
ted to the institution by the State Attorney General's
Office relative to the Plan'is administration. Following .

the President's requftst for the State's clarification of,
legal status and propler administrative procedures under
he Plan, a formal opinioniwas rendered-Sy'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 regular
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 of a_
growing conflict between administration and pr ticing
faculty, The specifc issubs:are 'discussed subs uently

108
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in aii'c4se study.

1. Objectives

The Preamble"to the written practice plan.em-,
phasizes the faculty's responsibility for provi-
ding high qualqy educatiopal programs,'proto-.
typal health care and creative investigations in
understanding and controlling diseaie. The
Statement of Purpose for the plan stresses" the
provision'of',clinical skill throughout thee State
td all patients regardlegt of location of resi-
deuce, economic status, or1type of illness,7
under a systeM of high standards in a "dignified
atmosphere."! .

(2. Organization
ti

Thd Faculty PraCtice Servlice ,(FPS)
',.. meted by, and is under.theultinate authority of,

the Institution's Board of Teustees. Function-
ally; the College President has the delegated
tsupervisPry responsibility for the plan. Al-
though the College i,s a State body and thus sub-
ject to State laws and admipistrativepolicies,
untilrecently State jurisdictionoverfthe Faculty
Practice Service Plan had not been clearly esta-
blished: At the moment, the extent of Etete 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,,altholigh it is
established that he has some responsibility fore..
assuring that faculty participation in the plan
does not conflict With academic programs or other"
obligations.- He is involved with the annual
faculty salary negotiation process, and he is a
member of the Plan'sProfessional'Board. ".

The activities and affairs of the Faculty
Practice Service are directed by the Professional
card, cofiposed of elected members from among
those clinical'fa6ulty Who,p4tticipate in thd
plan. They are selected propro ionatelyfrom,
each clinical department based one represen-
tative for fifteen voting par pants or reSpec-

f ctOns. (voting participants are those,'
who sp id at'least 50% oftheir time a4t the Col-
lege Hospital or affiliated. The Chairman of the

131
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*
Board is elected by its membership and iv author-
ized to designate committees necessary to conduct
the missions of the. Faculty Practice' Service. An
Executive Committee il comprised of one.eleoted
-member of each clini)Cal department, the Executive
Committee Cha)rman of the principal- teaching hos"-
pital, and skizeral othft management and academic
administkative officers of the institution who
serve without vote. It is charged with respon-
sibility fogioperating the Service: ,The day-to-
day administrative duties' as 6utlined by the Pro-
fessional Board are carried out by a Business
Manager with subordinate accounting and Clerical 4

staff.

A gtri ing featureof this practice plan is
the recogni ion that clinical departments and
their divisional components .have unique.require-
ments whieh cdnhot be adequately met under a
single "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- -

mitteeis/provided in each case to provide
"necessary intra/departmental guidance."

3. Plan Featutes

As a condition of employment, most 4111- and
rt-time faculty licepsed to practice in thetate are required to be members of the Faculty

Practice Service and to, adipre to the Plan's pro-
visions. A sigzied contract, renewable annually,
attests in detail to this obligation. , Further,

tbiso
Institution has a negbtiated faculty union

1,
..,COntract which recognizeg the compensation cokadi-.
tions set fgrth in the pradtice plan. As current-
ly written, the plan does acknowledFe'that certain
facial y members are under signed agreements with
N othe employers" that preclude-their partici-
patio in the FPS. Such arrangements.are being
chase out. - .- ,

The plan stipulates that all income derived
by full-time'plan membersfrom pdtient ,service
activities at the Medical s'Chool, its affiliates
and at unaffiliated sites is to be deposited into
the FaCUlty Practice Ser4iice account.: (Note:.
There is no reference GIs to location of or COh-

,
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trol over this bank account, a point of growing
controversy in the plan's operation). The plan'
recognizes the temp6rary state of inadequate cen-
Ftralized practice facilities. Wide dispersion
of clinical practice locations'has oesulted in
the decentralized collection processing described
'above. -'

.Faculty compensation is, the- most,seignificadt
use of plan revenue. There are two major cbmpen-

. sation components: first its the minimum guaran-
\...4,-- teed sala , which is negotiated annually between

the individual, the Department Chairman, and the
Dean. This salary component.has two parts: (1)

an academicamse which follows a State schedple
of salary ranges by academics rank, and (2) a

clinical salary'ertment, part or all of which may
derive from pragkolce plan revenues according to
varying departMental 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-

j+ 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 fox its faculty, the shortfall
is prorated among the available plan accumula-
tions, of other departments, to be repaid in sub-
.sequent years when surpluses are available.

1

Second, an individual incentive is possible,
.
assuming practice plan funds are availaple in a
department after the department's faculty mini-
mums are provided for. Vie departmental distrin
button formulae likewise govern the extent and
manner of the incentive distribution. In no case
may the maximum allowablel.otal cbmpensatien
(minimum guaranteed salary plus incentive pay-
ments) exceed twice the top step of the base
salary, schedule for the given' rank.

The plan specifies'that gross income to the
$. Fao4lty Practice Service is initially reduced to

support overhead; i.e. cost of billing and col-
/eating, legal fees, medical suppOrt, and facili-
ty maintenance. The nekt lien against the plan's
revenue is a progressive tax for the Deans Fund.
This is on the basil of departmental collections
(net of overhead), at the following rate: 5% of

111
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first $154,000, 10% of the'second $150,000,
and 15% of the net above $300,J00.'

/ After overhead rbcovery and Dean's FAnd
obligationq are met, the departmental allocation
arrangements take effect in the'distri,pution of
plan revenue. ThesdLschemes, approved by the
institution's Board of Trustees, vary con-
siddrablyP The faculty. of each.department
through their plan-provided Steering Committees'
have-a voice in developing the 4istribution
formulae. Each departmental plan includes a
standard provision for covering the guaranteed

- minimum salary component and the cost of'fringe
benefits for all plan meMbersin the department.

Each arrangement provides for an "overage"
'accumulation, to be distributed.: 60% to the
department, 30% to the Deans' Fund and 10% to
en institutional reserve. account.

The departmental variations appear
primarily in the percentage of funds going ipto
the departmental discretionary account and how
the, overage point is.reached. One department?.

4 for example, follows a forthula which allocates
15% to its departthental fund.for the first
$10,000 of income generate& by the individual.
Excess issplit evenly betieen the earning
individual and the departmental fur* only
after the maximum allowable salarysis met are

. additional earnings counted as.overage. Another
department allocates first 20%tt overage; the
excess between guaranteed minimum salary and
maximum allowable salary is distributgd between
the earning individual and the department on a!,'
sliding scAre whibh extends (for the first 25%)
from 90% - individual: .10% ->.department to L.
(for the fourth 25%) 25% - individual: Mg%
dephrtment.

.01
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4. Operational Aspects

Practice plan revenue does not appear as,a
very significant resource to this School. Ap-
proximately.$1,000,000 was recorded for,FY 1976.

.The collection rate against bil4ings,fdr a.recent.
9-month period was The'smanness of the in-
ocmimefigure reflects a very high indigent patient
A.bad at the.School's primary teaching hospital,
and the fact that ,the State has disallowed the
collection of $1.Q million of"Medicaid reimburse-
ments by faculty practicing at that Hospital.
(See Subsequent discussion on p.118).

Operatiohally,the'department chairmen at the
moment are in control ofithe disposition-of the
income generated. Great ratitude.has be4n graft-
tad to, and some latitude has,been:preempted by.
the clinical departments., Faculty who collect
their fees directly do not currently turn over
their. 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-
mandated overhead assessment). What constitutes
a legitimate overhead plan-mandated deduction is
not well defined; as d' result overhead deductions
of 60% or 70% of collections do occur.

. .

This plan was,found.to function independently
of the School, The billing and cbllections,of-
fice-is headed by a Business "Manager,' who together
with his subordinate staff are employees of tke
plan, not State employees. (The manual' bookkeeping
and financial reporting system is a result'og an i

inability to gain Sfate approval for automated
systems.

Although the Deap serves as a non-voting mem-
ber of -the FPS Egecutive Committe/Professional

. Board, he has raiely attended the periodic
meet,ings. Rather, an Associate Dean (not a cli-
nician) represents the.Dean on occasions, and in
general functicns as alliaisdn between the Dean

, , and the President in the practice plan area.

C. The Site Visit

"There was mixed feeling among the faculty in their
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views about the preient practict plan. Those who were
vew positive about the plaaeoften were faculty with

at the periphery of thv School's-"catchment,"
area". It-is possible that they would favor the current
arrangement because it is easy to work around the system.
There-was uneasiness, partidularly among the more junior
faculty, that the rules of the plan are inconsistently'
applied; the result iS.a "rumor mill" that churn's con-
tinually,tinually, Some clinical chairmen were critical of the
.plan, because i Provides an inducement to conduct re-
mote-site pract e, often unrelated to teaching. A plan,
it was felt, should very - definitely relate to the educa-
tional mission of the School. $imilarly, the chairman
Of one clinical department, heavily committed to the care
of indigent patients in the major teaching hospital,
thought that the plan had not addressed the role'of the
Medical School in attracting faculty to ghetto medicine:"
Service commitments to the inner-city area were not being
met, he said. .ti

. ,

As to "poCketbook" matters, most of the junior fa-.
cult] interviewed accepted the premise thdt his plan was
not designed to make the faculty practitioner rich nor
ghoeld it be; its-value lay in proVidin the departments
and,divisions with 'the funds for the necessary reskurces,
including a competitivd compensation scale to attract an
retain a good faculty.

.
. .

During thestwo-day site visit, hour=long interview
414 were conducted with faculty and administroto4t. They in-

cluded: the President of the Center, the 'Dean anc? an

.Associate 'Dean of the Medical School, the Financial Vice-
'Pxesident Of the-Centqr, seven clinical.department and
division chairmen,five junior faculty, and three members
of the business staff. Most' tHealtlinical spepirkiegt

. were represented.- visitin team )4a-s warmly we come
b3rthe faculty and staff, The e was ftie apparent
wfthh9/ding of personal views nd concerns about t-thqi prac-

.

tice plan. The site,visit to included an associate -

mediCal schobl Dean for patient:seMice, a meuical cenr.
:'ter ,

admikistrativeVe-PrAidenteand.one RAMC staff
member.

2
t$',

.

D. Key Issues

A number.of issues Surfaced during discus4ons. some
,of these issues relaterto transitory administrative pro:-
cedures while others are-more seriously concerned with
fundamental philosophy. Most remain unresolved.

r.

4

-114

136

0



Pe

,

. Structure and General Administration'

There,is general feeling among the faculty,
as determined by interview, that the basic prin- -
ciples. and operating procedures of the present
ptactice.plan are satisfactory.. A few felt that
some of'the language is the written by-laws needs
refinement and amplification 41 portions and that
such improvements could, be easily. accomplished.
Top executives df the Inititution and.Board of

'Trustees, although generally satisfied with most. .

f the fundamentals pf the plan, havd grownun-
,

esy_ over differing.interprAtations surrounding
adMinistrative practices. The plan as now don-
stituted is too general and has retained language
which dressed a .tempoiary state' of affairs (in
1971) ich, is no longer ibalid. As e)gresult,
facul have been permj.tted,9reat latitud444
,their pr tice bcation, mlihpd of billing and
collecting for their services defrayal of ovet-°
head costs ofpractice, and banking of funds col-

_

lected. 1,064.

,

The conspicUous lack-of involvement of the-
Deanin poicy'and procedurel questions was noted qa
by 'several inter'iewees. ,Per-example, the bean:
haS rareWattendea the Monthly meetings of the
FPS Committee. jIn the:other handAthere is the'
strong but rected prdsence of the President 4

and the current Chairman of the Board of Trus-°
.

..tees in preoti8e plan matters. - question .

'the propriety of the resulting-nffeldistribution"
of authority' for often peterll day-to-day ed-

it
% nistrativedetails. According 'to. one clinical

4, chairman ;the 'President° should serve as` "agent
of theArugteds4-in execu ng si vei llance over

: the",basia 'missions o e stitution, While the.
Dean should be respoWle or deployin,the..

_

necessary resources tp ins e program outcohles.
t%

7

.
Many state. regulations *omposed on the Insti-

tutapn in general have -been avoided by the'un,its
..,of the Faculty Practice,SeArice. However, there.

been inexpedient experiences with some State
dministrative requirements. 'TheseAncrude a
triRle-bid.system used,On'equipment purch4ses,
severe limitailkons*b.fravel, evi a generally
zegative State atti de on acquirinsl.automated
sys4s. In spite 91A, hese frUstrati,ons, the

V
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faculty are.generally appreciative of the efforts'
othe FPS Business Manager and his staff..'

2. Legal and Regulatory Issues

Because of the divergentaiof via concerning
-_,110,/the business administration of the Faculty Prac-

tic Service, between the executive leadership-_
.a d the clinical faculty, they President in the

pring of 1976 sought, an. opinion frqm the_ State
Attorney general's office. 'The question was

,s,poied: "Can the Faculty Practice Plan itself
including Accounting structure, books an rule
appliCationk, be"outside:..(institution) and ,

hence, outside State jurisdiction?" The response
, by September was that as.loTesently-organized,"the

01,

plan'is'A "creature' of and subject to the direct
sipeilvisionsand o1- o the Board of\Trustees.

'Consegyently, it undeily the.institution's
.s; rules and regplat o and In "all State stabiles

AM4 regulations gen ally' applidable" to,the
institution. As,a result, in "those instances
where present practices or procedurtp deviate

. fromapplicable. . ;regulations, the glans shall-
be amended to conform to thkappropriate
Les." The effect on Fong tolepated operations,
was quickly.recogniieldeas profound. ThesTolId-
ing'changeswe*e ideKtified as necessary to'brinl..
the plan into cOnOrmity with the Attorney General
ruling:

Pi
. . ..

. % .,
, ...--

,
al'. All petsonnel, - a istrativedOprofee-: ,

sional andclerica -marki g diredt4-' '.

i. for the-plan were t bee oyees o.f the
-institution (or State)-, not the plan, ,

. ,
regardless of whbre located(faCuIty per-
mitted private office practice:had corn-

.
monly employed stafflindependeitly,tif
the institution) . State compenslition'and.

i
' beneliirpollcies, employment duties and4 _ .

1 qualifications,- and fecruitment practices
wire to be'the only authorized' mode.

. .

4- ..
, Is 2.1

7' 6% All of the financ,i 1 :iteoards of 'tpe.pran. -:
'- . were to be kept in the-same manner ap= ''

1

those of:the'paren institution; and were
' to be subject to S to audit at.any time..

-(Records were inco istent,with those

t.

maintained by theSchoOI.and'had.not been
.

.

4
.

#
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audited.

c. Outside bank accounts wre to be discs41-
tinued, the funds to be turned over to \

central institutional accounts. (Out-
side accounts had been commonly acCepted)%

d., InvestAnt of.funds darned under the plan
was to be'fitndled solely by the State's '
Department ,of the Triiasury.

. All purchases, oontracts,..and agreements,
including facility leases, required by the
plan were,to. be subject to State pur-
chasing procedVres. (There had been no
.standard.plirchating contract practices).

When the State's ruling and its implications
were understood by the pract'cing fac ty,, the

reaction was traumatic and niversal. A growing
polarization. occurred, wi the facdlty desirous
of presePring their imdep ndence.from State
bureauctacy, and administ tion compelied to exe-
cute'officialapsanctioned olicy: One key busi-
ness administrator felt that herb had been an
over-reaction on the faculty's part, and that the
State's administrative "red-tape" was not as
harsh a4Limagined; all, that was needed to work
under till rules and regulations Was advance plan-
ning by the faculty.

5. rather prompt reaction by an increasingly
.dissident faculty to this, set of events was the
'involvement of the Faculty Practice Service's
outside counseld'in the matter. .(A firm had been
under retainer by the FPS to advise on separate
isspes, b this was now a clear violation of the
Site 113. p, which stipulate that only the At-
torney General's staff scan provide legal opinion
fo State entity), This outside firm countered

4 th State's Idmal Septem#et ruling with an
ion "lased on factual and legal analysis"

that the FPS was not a "creature" of the insti-
/tution And thus not subject to the State statutes
and applicable rules. .This brief suggested,thatl,
a complainttbe 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.

-
/
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The Chairman of the plap's professional Board

hag become the major spokesman for the clinical
faculty-On this, problem and in summary feels that
tI present climate is counter-productive to main -
twining 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 Attprney General's ruling
be realized. The President and Board of Trustees
are reported ready to riek that possibility.

One other possible 'ripple effect" was sug-
gested by a DeputyAttorney General newly assigned
to the case. The faculty union contract now valid
was premised on the 1973 practice'plan. Should
the plan'change materially, it is'probable that a-6
new union aglilement wiill haVe to be negotiated.,

.".

A major problem came to light from the inter
views concerningeth& fnolusiod ofcertain third-
party reimbursement revenue. the collection of

.Nedicaid.lunds associated with ,the faculty's pre"
tice at the major State -owned,hospital affiliate
had ni:tially beensv±'ewed as -a conflict of in-
terest., the-faculty could not'"double7bill"
'a sygtem that was already jor 'ding much ef,their
compensation as State employ es xpected to ren-,
der indigent tdr,4;.#-° Several ars of controversy
over this iss4ke,'fidglly October 1575' to an
Attorney Generals'-ruling'that the faculty of the
institution whe4,4ereiplffdicaid providers could
legitimateigder cr5ims under that program.
The' rthornyg,Asp howeIrL.R.1 became retroactively
of back pay*nts,hy'the State. One prominent
departMent'Apirman indicated that this 'problem
had abated with the school 4ropping its claim to
retroaative payment." -. )1.

.Although annually each -member of the Faculty
Praetkce, Service is obligate4 to sign an employ-
ment.centrac indicating the agreed'upon compen-
sationtetms,Ait became clear during the inter-
views., several maths after the due date for the
contrace,,t4At only about 10% of those faculty
¶titled to a varanteed minimum (salary hadiexe-

the4 agreement., he reason seems tot stem
thb structure 91-the'contract document, i.e. /

Itoo standardized aform to,adequately address the,
vari ous clinical crpensaticel supplement

f
118

4 40 4

4

or



no"

possibilities:

e* Professional liability insurance hps had con- /

°. siderable faculty and administration focus Over .

Several years. The major issue is whether or not
those faculty who have unauthorized outside-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
protect#d. One Orthopedics faculty member,
though legitimately Covered by the School's poli-
cy, expressed strong reservations over whether.
the institution.hats adequate resources to protect
a specialty group so.subject to sut.

3. , Practice Setting and Hospita2P.Relationship,

The situation of inadequate facilities to
accommodate the-clinical faculty and their prac-
*pes'has long existed at this,:school. The de-
pendence upon a "centrifugal" network of hospital
affiliations in the absence o.f a large institu-
tional hospital -has contributed to the faculty's
establishing their practices at sites remote *.. '

from the' Medical School. Also contributing td -'
this decentralization has been the recognition
that many private patients are reluctant to re-
ceive care th deteriorated areas.. The practice
plan at this institution has been lenient in per-
.mitting practices to take place in outside quar-
ters', provided 'authorization 4.n advance is ap-
proved by the Bdard of Trustees through the plan's
ProfeSsiotial Board.

'The Central Administration has noted a con-
sintuous absenc4 of advance approval for such
off-site offices. The counter claim from the
Faculty Practice Service's leadership is that per-
mission requests had been made, but had not been
acted upon by the administration.

e is some likelihood that the need for
out ide practice sites will diminish in the near
future', as current' interim administration fa-
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 how soon an whether -

or not, in fact, such quarters will be Made

1
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available for prixpate practice offices. These
prospects, lin addition to access to private and
semi-private 'patientaccommodations'in the new
*Hospieal enpected to becomplete in early 1978,
suggest that the current issue over outside prac-
tices - legitimate driothewise will moderate.
At least one clinical chairman, however', feels
.ehtnew 513 bed.facility will be inadequate, and
that the allure of p'resent accommodations to a
suburban patient:population hesitant to travel'
to an. inner-city facility - no matter how nevi and
attractive will be factors to overcome.

.4. Financial Considerations

The single issue arousing the sharppst ex-
change between clinical faculty and administra
tion is the'existence of faculty practice bank
accounts outside the Medical School, and hence
offside of control o'f the State. Though this-ar-
rangement was neither allowed nor prohibited by
specific reference inthe written practice plan,
it had apparently been condoned by the adminiStra-
tion for several years., as 1pmg proper collec-
tion rules and reporting -proced res were obeyed.
As early as Spring 1973 the Pr ident had
authorized the creation of the outside account(s)
for funds-generated only-from patient care ser-
vices 'provided at locations other than'those
'der institutional'control; income arising from
services provided in school facilities was not
to flow throug4 those accounts. The State' At-.
tor.'ney General's September 1976 opinion has ruled'
against the existence of any outside accounts.
By April 1977 the Faculty Practice Service was
instructed by the xesident to transfer all pri-
vate bank account funds to a Medical School ac-
count. He promised that no monies would, be with- ,

drawn from' the account without approval of the
plan's Business Manager, and that all transactions
cif the account would_ be open to the Plan's busi-
ness office for review. In response, a number of
specific tbchnical questions.were raised by the
ChairMan of the FPS-governing body, e.g. "Can FPS
officers and business mangers be signatories on
the proposed account?" "How -would FPS audit the
fund accollsIts?".

An underlying fear on the part. of many faculty

I
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and sortie 'administrator's 'with respect to having
practice plan income under the Medical School's
set of accounts is that this resource will beeome'
cOnspicvous in its sig&ificance to the State.
The consequences plight:The for State budget of=
ficialsto regard this it gm as alegitimate State
budget offset, thus redbitin the State,'s net ap-
propriation to"the School. Current State budget
instructions do provide, for the'first time, for
specifically identifying plan earnings; they had -
previously been sheltered-as restricted funds.

ConspicuoUsly absent from the current witten
practice plan is a description of the nature of
financ ial. reports which reflect periodically the ...
status plaft revenue and obligations. Also mis-
sing is a definitiqn of the type offecords wich
need to be maintained to meet State raudit star1
dards. Until two years ago, State auditors had
been unable to audit anything other than the "bot-
tom line," finding little control in the files
and nd_tacking system. In,short, they found the
fiscal records, according to one administrator,'
"in a shambles." Although aggregate fiscal data
has greatly improved, there has not been a good
reporting scheme for individuals which would allow
auditors to carry out a thorough review at that
level. Interviews with the Plan and, the School
business administrators did reveal a growing spi-
ritof cooperation in sharing practice plan fis-
cal details, although these are mostly at ag4re-
gations above the individual, e.g. monthly re-
ports ot.billings, collections 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 sAtem.

The presence f central billing and collecting,
received a generally positive endorsement from
the' faculty interviewed. One prominent clinical
chairman 'for a high earning department expressed
preference for a centralized functiolh, which
should tspd to insure 'consistent and reasonable
compliande.and thus minimize rumors of viclations.,
The absence of-compliance with centralized bil-
ling and collecting may be attributed to the many
faculty with ,off-site practides wha take care of
this function on their own. Shbuld they be

s
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forced to use the central service While maintain-
ing their separate practices, sharp reaction'
wo4d be-expected.'

One additional fiscal issue needs comment.
The written practice plan is not explicit regardr
rig a means for monitoring income earned by the
faculty,member outside of those amounts handled
directly by the FPS business office. Neverthe-
ieSs, the requirement thatliuch individuals
furnish: to that office either a copy of IRS Form
C,_an accountant's statement or 1ptter with
specifics- has become a routine requirement.
There'is suspicion among some administrators aria

faculty as well, that there is inconsistent en-
forcement of this monitoring meth6d. To pelp
allay'this concern and-the feeling that other
practice plan rulep were being violated, the d-
ministration in 1976 requested the State Auditor

. to review the plan's operation oh site and if
necessary to inspect individual's private income,
taxirecordk;

E. Conclusions _

It was readily apparent to each of the site visitors
that clinical.facultana administration are set on.a'
collision coursshould 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 hmoad, national repercussions. There does seem
to be room for compromise in many areas.> For example,
plan generated funds could be sheltered ih a separate
entity., e.g. foundation. Although protected from the

o more onerous'State regulations, sound administrative
practices could be established by plan arid School ad-.
ministrators, and an acceptably earnings monitoring sys-
tem consistenly applied. A foundation, in fact, does now
exist as a non-profit corporation organized.under State
laws fcm broad charitable, scientific, literary and,edu-.
cational purposes: The stiong argument could be made to
the State that although-the plan might technically be a
"creature" of the State since the faculty member are
public employees, overly restriVtive administratiVe regu-
lations might tend to discourage tie practitioners from -

carrying on, that activity and following through with the
necessary billing procedures. Moreover, financial sup-,
port for the School from this source should-be regarded

..
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popitively by State officials as a relief
Appropriated funds.

One particulary troublesome matter
zation of practice sites: It is likeAy
the new hospital and renovated rkactice
operational. At that time central bill
would be more practical to enforce. Th
monitoring individual IRS tax statement

to tax-based
.

is the decentrali-
to diminish once
facilities become
ng and collecting
s the need for
may become moot.

The reported amount of funds generated by,the prac-
tice plan' is not impressive. Although the size pf the
full-time clinical faculty is not latge.and,there is a

heavy service responsibility for indigent patients, net
income to the plan amuld very well be less 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

funds.

This school, in summary, has a faculty dedicated in

genera o the Institution's Objectives, not the least

of 'which the delivery of first rate care to an under-

privlieged population. A well drawn practice plan con
sistentt, nd competently administered and communicated
can and should assist in that mission.

1,
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Dear . .

'Elite It

,

I am folloWing'up recent" telephone. discussions with
on .thc Following topic. As you

know, the Association of Ameifican Medical Colleges as .

been 'involved for several months in a compreh iv Study
orMedical'Practioe.Plans. The project's scope and
objective has been a nationwide review of medical school
practice arrangements, leading to descriptiops of the "-
structure and operations.of some seventy plans found to
exist in documented forM. The effort is intended to re-
sultan broadened knowledge the current state and'
'trends concerning medic 1 pia ce. plans. Thus,'medical
schools developing a_p an for the first time; or'prepar-.
'ing to alter an exi'sti plan, would have the outcome of
this study as a ready eference work.

The first year'g efforts on thiS two7year.study have
concluded, and an interim report will soon be released
'to the schools and other interested parties. This phase:
of the study focuses on the organizatidnal 'and adminis-
trative details pf the individual plans received, find-'
ings are summarized, and trends over 'two decades analyzed.
Further, an annotated bibliography on the subjeceqf
practice'plans was published. The interim 'report will
also include a typology;,under which the plans studied
are classified. A set of income flow diaarams are alsp,
included and described. .

The Association has begun'the 'second phase of thd
Study of Medical Practice Plans. Theprimary thrust
the second year will be an in-depth review of six gelect.-
'ed plans, ,This.will be done onsite Where it ,is hoped.
that a represen&tive group of school administrators and
faculty cAlk,be interviewed. The result.will,b4 b written
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, ease study which addresses more the "phiPVIOlogIpalY'than

the .flairatomical" charaCteristics of the,practice plari.
,- . ..'school

. 40 Each school Will have the final. say on what is said, and

1 hoW it issaid. F9rther, they will be kept anonympuS
the final' _published report. A number of issues will e

addressed in *the interviews, such as plan objectives.from
the perspective of'various individuals affectedMly the

;, plan.,plan., motivati g forces bringing .a hew, Or modified;*
:plan into among other discussion, items.

1 '.:'tie 'si §titutions to be s ud'ed will be repte-
topentative of.aUbioad spectrum of acteristics. -Itis
0 our intent to review the plans in at least three state

schools, as well as'exapine practici arrangements which

are more formal, centially tructure'd, versus those less
attuctlited wdirdecentralizol at-the departmentaljevel

..chamtgi,in order to review influencing !orces, asoll
or below. Zels alsur wish to include in the study
both those -plans which-have 'undergone some,recent major

40/1
0 , as 'the more, stable Plat's.

.
.

.

4 , . -

._., The site visit wil.1 by corid&ted by a team of three 4

or four individuals over two days. The.visitors will
include' at least one. AAMC staff professional; the balance,

of the team i.11 be:staff from other in'stitntions. ne
.

latt6r will be either members of`the project's Advisory
Committqeor consultapts to thatligdy and will include

4. t e ldean or academici n. It would pl) a

benefici#1to the Study*to visit individually fc* an hour . -..N.
.

or so with the Dean-of tlieomedical-school,, its chief
\.

f,imancial officer, the practice plan Manager, hospital
.

-4.,

administrator (s) -if involved with the plan, the current*.
chairmaE of theTlan's steering or advisorki committee, .-

so
4

, .

,
pane chairmen of active clinical .departments such as , .

, .

.) Surgery-and medicine.
fg,i, -. .

.

.....
.

.
...t

V .
6 very =oh appreciate your inter st in' this pro-.

ject nd would ,life to inclpde, .° as a , ''S'

case urfy. *Yours would be the first visit, and as such,,

'will sex-Ice to'pilot-test our case study methodology. As .._

to, t4ming, and assuming your willingness- to be involved,
would'Wednesday, April-6, beginning, at 9' 0 a.m.and
ere g through April 7, be aCteptabl . We can look

at go

in
dates if need be.

s
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'*
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i ,

_Additional details, inauding names of to site
'visitors and topical areas to be',covered during the inter-
view, will be sent 'shortly.

:1

4

.

C'

Sincerely ,4
,

,a.

Williai C. Hilles'(
Associate Director
Division of Operational

Studies

4132
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-
Prap9sed Schedule - Day 1

0- Illebfikfast Meeting with Dean 7:45A.M. - .8:45 a.m.

Interview #1 .8:45 - 9:45 a.m.

9:45 a.m. - 10:45 a.m.

Interlude"
10:45 a.m. - 11:00 a.m.

#3
11:00 a.m. - 12:00 p.m.

k§..
Team Summary Session (Tapi144 and

Lunch Noon - 1:30 p.m.

Interviews #4 1:30 12:0. - 2:30 p.m.

#5' . 2:30 p.m. -
,

Catch-up Period 3:30 p.m. - 4:00 p.m.

#6 4:00 p.m.d- -05:00 p.m.

Team Summary Session (Taped)
Y 5:00 p.m. - 5:30 p.m.

Interview II

Proposed-Schedule - Day 2

'9:00 a.m. - 10.

#2 10:00 a.m. - 11)00 a.m.

a.m.,

/,

'interlude
11:00 a.m. - 1 :15.a.m.

'

#3 # 11:15 a.m. -42:15 p.m.a
/

21,2am Summary Session (Taped) .and i

wN Lynch 12:15'p.m.':7. -1:45 p.M.:

Interview #4 1:45 p.m, - 2:
?
45 p.m.

4

#5 2:45'p.m. - 3:45 p.m..c._

Catch-up Period 3:45 p.m. - 4:15 p.m.

#6 . 4:15 p.m, -7 5:15 p.m.

5:15 p.m. (-1 5:45 p.m.,Team Summary Session (Taped,

1341140' .
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MEDICAL PRACTICE /PLANS

Organization

A. Legal Structure

t

f

t,

r.

:1. Why was the current form chosen?

2. What are the advantages (disadvantages) di this
type of association?

3. Have alterations to 'the bils..structure occurred
' since conception of'an institutional plan? .

4. If yes, what change§ have been made?

_5. FrOm which source(s) administration, faculty,
state, etc., did pressure -for, change emanate?

6. How was change :effected?

. Administrative Structure,

I.' What is the network of 'authority and communica-
tion through 'which plan goals, are transmitted?

2. How has this/syspm abetted achievement of
designated goals?

3... Where do breakdowni occur? ,

4. Who promulgates management polidies?
t

5. What distinotion is there,between policy-making
and management actions?

.

. 6. Who serves-as the principal link beOween. the
source of governance and the profe*ional
Medical staff r-

.

.7. ghat is the scope of this perdbn's.
responsibilities?

Who functions as administrator tor non-medical
plan activities?

MP

136
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9. How large is the supervisory and technical staff
supporting the-function of plan administration?

What group(s) assists plan administrator(s) in
functions of.plahning 'and decision-making?

11. How is the plan Atected when a major change

f occurs in the administrative structure of the
medical school?

4

' 12. ,What are the special characteristics of this
plan that seem to.affect its management struc-
ture?

C. Membership

D.

1. What variations in administr'aiive policies Ahd
financial regulations exist for members?

2. 7 How ilt.nvgrandfather claUse implemented?

3. What is the effect of plan membership on physi -

cians' perception of the autonomy?

.4. How are accommodations made'to placate dissi-
dent members?

. ..What factors preclude plan domination by an.
individual or sub.:group (medical specialty)e

6. HoW does the community physician relate'to the
plan?

Practice Setting.

1. To what extent can planrparticipants agree to
provide patient services outside the purview of
the plan?

2. How are teaching patients distliquished from
piivate ones?

3. What obligation(s) do.physiciani have for ac-
quiring facilities ih which to practice?

4,, .How are these facilities equipped for patient
service (type)?- .

157
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5. ' Who, provides the financial resources to. operate
patient services?.

6. What are the available alternatives forepurchasl-

ing ancillary services?
. .

7. Why is this an attractive setting in which to
practice. medicine?

E. Fees

By whatprocesi is a fee schedule determined?
st

2. Who.is accountable for ad4ering to the 'fee sche-
Jule?

.

-.4.N1

3. How is llection of profeA-Sional fees facilir
tated b the plan?

.

44. Which'aspeCts of fee man,k4eme at-(billi4, col- k

lection and disbursement) are best handlecis
through the plan? ,r-

5. What other options for fee management have been
considered or proposed?

; .

F. Income Distrilpti-on

fa
1. How is the level of

,parient service activity en-
hanced (limited) by theliormula for-distribigion
of related revenue?

3-

2. What it.the relationship between'patient service
activity and salary level?

3\, income flowing tprough the plan used to
support other faculty activities, e.g., ,teach-
ing, research and administration?.

4. Where are the sources of pressure(s) for
changing the allocation of plan income?

. 5. How cad plan particj.pants who have the priVI-
lege, butlack the opportunity, for earning
supplemental income be fully-compensated?

138
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6. What professionally-related expenditures are
specified by the plan as permissible for the
participants?

7. Who is responsible .for' ecommending adjust-
ment(s) in allocation of patient service-
'related income?

9. What are the assets (liabilities) of the current
distribution schem ;?

9. What is the effect on the level of state appro-
t .priations to a public medical school with a .

practi,ce plan generating fge-fov-seAice income?

10. How available is a statement df medical, practice
plan revenues an& expenditures to non-plan par-
ticipantb?, P

G. Self-Evaluation

1. What procedures afe used to evaluate the level
of success irr"Mteting plan objectives?

2. Who participates' in this evaluation process?

3. When does plan review occur?

4. How are 4'4esults of the evaluation translated,
into modiWations of the plan?

t

e
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APPENDIX D

. Sample Letter Sent td Medical School.
Requesting Approval of Written Case Study ,-

V. .
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Dear Dr.

association of amer!canMedical colleges

August 26, 1977 \

\

0

ANL

I am enclosinT'a draft of our written 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 appreciative of the fact
that the subject of medical practice plans is frequently a very
sensitive one in many schools. Therefore, we have mtide every
effort in this draft to mask information that could be traceable
tO your particular schteol. 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 arecompletely
satisfied-that what is, said in this case study will not cause you
any discomfort when it appears albng with the other, anonymous studieS
in a national publicatiOn.,

Again we very much appreciate tour efforts and that of your

'
faculty and staff foryour cooperation in this project and the
courtesies extended to the site team.

Sincerely,

S

3

WCH:dI
Enclosure: Draft of case study

CC :

at

it

"
Wi liam C. Hilles
Associate Director
Division of Operational Studies

141 ,

161
Suite 200/One Dupont Circle, N.W./Washiogton, D.C. 2001'36/(202) 466-5100
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