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The financial analysis model

Traditional profit-and-loss statements account for the direct costs and revenue generated by a family practice residency program but fail to recognize the other valuable contributions that a residency program makes to its sponsoring institution. We’ve created a new model that better captures the value of these more elusive contributions. 

To apply the model, simply assign a dollar amount to each of the descriptors listed below. Many of the numbers you’ll need can be obtained from financial reports from the previous fiscal year. Others, such as “revenue adjustment” and “intangible revenue,” will need to be estimated or calculated with the help of your program administrator or your institution’s financial department. Not all items will apply to all residency programs.

Direct revenue and expenses

Direct revenue

Outpatient charges

Professional

Fee for service

Capitation payments

Facility fees (e.g., room charge in JCAHO outpatient departments)

Inpatient charges

Professional

“Cap” revenue (“cap” allocation x proportion of patient days)

Cost recovery

Contracts

Patient care

Other (e.g., legal, consulting, academic presentations)

Grant revenue

State line-item funding

Direct expenses

Salaries and wages

Employee benefits

Contracts

Physician

Other

Medical fees

Purchased services

Rents and leases

Space

Equipment

Utilities

Insurance

Interest expense

Depreciation

Travel

Training, orientation, continuing education

Trainee expenses

Recruitment

Direct support (books, etc.)

Educational materials

Educational fees (e.g., accreditation, examination)

Indirect revenue and expenses

Indirect revenue

Interest income

GME revenue

Medicare

Direct medical education

Indirect medical education

Disproportionate share hospital contribution from government payers

Medicaid





Direct medical education





Indirect medical education

Disproportionate share hospital contribution from government payers

Charitable revenue

Direct gifts

Share of unrestricted gifts

Endowment revenue

Contribution margin to fixed costs by inpatient admissions from residency program

Contribution margin from ancillaries, lab, X-rays, etc.

Revenue support from university affiliates

Indirect expenses 

Actual cost of providing care to inpatients admitted from residency family practice program

Affiliation expense

Specifics (e.g., consolidated applications, brochures, etc.)

Dean’s tax

Step-down allocations (administration, human resources, security, finance)

Proportional cost of graduate medical education office (director of medical education, staff, etc.)

Marketing

Legal support

Net benefit analysis and intangible benefits

Revenue adjustments 

Contributions to program sponsor by graduates (multiplier effect)

Contribution to fixed costs by admissions from local referrals

Contribution to fixed costs by admissions from regional referrals

Cost avoidance from physician recruitment

Cost avoidance from “no-doc” patient care (not pay for coverage)

Cost avoidance from services to system priorities

Cost avoidance from favorable care management initiatives (e.g., lower average length of hospital stay)

Cost avoidance from favorable impact on risk management exposure

Cost avoidance from employee health services provided

Intangible revenues

Contribution to social accountability budget (for institutions with not-for-profit tax status)

Image impact

Strategic support to hospital/health system

“New business” impact to facility
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