Your practice can hire the best candidates

by knowing its needs and anticipating theirs.

Recruiting
Retaining

i

Right Physicians

n his book Good to Great, author Jim
Collins describes how highly successful
corporations are adept at hiring and retaining
great employees. As Collins puts it, great corporations
get the right people on the bus.

When applied to family medicine practices, Collins’
concept can help build a productive and committed med-
ical staff. It can also help avoid big turnover expenses for
your practice. The income lost after a physician’s depar-
ture, the ensuing recruiting costs and the new physician’s
startup expenses can easily top $200,000.!

This article describes how to recruit and retain the
right physicians for your practice.

What do physicians want?

If your practice is struggling to retain physicians, it’s
worth trying to figure out why they’re leaving. A 2006
survey identified some of the most common reasons a
physician voluntarily resigns from a practice (respondents
were provided with a list of reasons and allowed to select
up to three answers):

* 51 percent cited a poor cultural fit with the practice.

Downloaded from the Family Practice Management Web site at www.aafp.org/fpm. Copyright© 2007 American Academy of Family Physicians. For the private, noncommercial

Jack Valancy, MBA

* 42 percent relocated to be closer to their own or their
spouse’s family.

* 32 percent sought higher compensation.

* 22 percent cited their spouse’s job requirements.

* 20 percent left to find a better community fit.

* 17 percent pointed to an incompatible work schedule.

* 17 percent cited excessive call requirements.”

Forty-six percent of physicians who leave their prac-
tices are most likely to do so within the first three years,
according to the survey.

Although low compensation is a source of dissatisfac-
tion, income does not drive practice satisfaction for most
physicians. While physicians with lower incomes tend to
be less satisfied, physicians with increased incomes do not
become more satisfied over time.?

Physicians with a degree of clinical autonomy and con-
trol over their work environment tend to be more satisfied
than physicians who have little autonomy and control.*

Four major areas affect physician job satisfaction:
patients and cases; culture, colleagues and career choices;
location and lifestyle; and compensation. (For more on
these issues, see “Finding the Perfect Job,” FPM, July/
August 2006.)
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Recruiting and retaining the right physicians for your
practice requires that you respond to their needs. If you
ignore the needs of the physicians you're recruiting, you
risk hiring the wrong physicians, who in turn will lose
money for your practice whether they stay or go.

What does your practice need?

Your goal is to hire a physician who will be a good fit
with your practice. Consider your practice’s needs and
the key attributes of your ideal candidate. Begin by
answering two questions:

1. What qualities are we looking for in a physician?
Clearly, you are looking for a physician who is willing to
perform the duties of the position, according to its work
schedule and at the designated locations. Does your ideal
candidate have particular skills or credentials? Do you pre-
fer a physician with roots in your community or region?
Are you looking for a physician who is driven to become
highly productive? Are you looking for a physician who
will remain with your practice for just a few years or for
the rest of his or her career?

2. What does our practice offer a physician? Does
your practice offer interesting patients, collegial col-
leagues and a positive culture? Are there significant inter-
nal or external issues that might affect the new physician’s
success, such as staffing difficulties, financial challenges
or strong competition? How do you expect the practice’s
patient base to grow? Do you plan to eventually offer the

new physician the opportunity to become a shareholder?
Does your community offer an attractive lifestyle? Are
you offering competitive compensation?

Attract candidates

Word-of-mouth referrals are most likely to generate
strong candidates because the referrer knows both par-
ties. Let your colleagues know that you are looking for
a new associate. Tell your hospital’s administrators and
in-house physician recruiters. Ask if they will help you
recruit candidates locally and nationally. Often, they
will do this by listing the open position on PracticeLink
(http://www.practicelink.com), an online physician job
bank. Your hospital may also offer physician recruiting
incentives. (See “Hospital physician recruiting incentives”
on page 30.)

Contact residency programs in your area and the pro-
gram directors where you and your colleagues trained.
AAFP’s Placement Services (http://www.aafp.org/careers)
matches family physicians with employers looking for
the right candidate for clinical and faculty jobs. Consider
advertising in national medical journals.

You could also use an independent physician-search firm.
Expect to pay $20,000 to $30,000 per search. Quality var-
ies among search firms, as does the quality of the candidates
they recruit, so be sure to interview at least two potential
firms before contracting with one to conduct your search.
Better yet, speak with each firm’s client references.

Hold initial discussions

When you've identified
one or more viable candi-
dates, schedule a mutually
convenient time to talk for
at least an hour by phone
(or in person if the candi-
date is already in the area).
Your goal is to learn about
the physician’s key career
issues and how those

align with your practice’s
needs. Start the interview
by saying, “Tell me about
yourself.” Most people will
respond by talking about
what is most important

to them. Ask follow-up
questions to draw out the
candidate: What types of
patients and cases do you
like? What would you
rather 7ot do? What type
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of practice setting do you prefer? Are you
familiar with our community and region?
What about our practice appeals to you? Is
there anything else I should know?

Next, describe your practice. Describe the
types of patient care you offer and typical
office, hospital and call schedules. Determine
whether the candidate is looking for a full- or
part-time position. Ninety percent of practices
in a recent study offered part-time or flexible
work options.? Talk about your practice’s
setting and culture. Describe the practice’s
physicians and why you are recruiting now.
Talk about your community and the lifestyle

HOSPITAL PHYSICIAN RECRUITING INCENTIVES

Your hospital may offer recruiting incentives to attract a physician to your

the physicians enjoy. Describe the position’s
potential, including, if appropriate, the oppor-
tunity to become a shareholder in the practice.
Outline the compensation package you are
offering. Respond to questions candidly.
With the information you gather during
this initial discussion, you should be able
to assess the candidate’s fit in your practice.
Consider these questions: Does he or she
have the required qualifications? Does he
or she prefer the type of duties, schedule
and practice locations you offer? Does he or
she seem to fit with your practice’s culture?
Will he or she be likely to remain in your
community? Are there influences
that may draw him or her elsewhere?
Does the opportunity you might
be offering meet the candidate’s
expectations?

community because it hopes the physician will join its medical staff and refer

patients. Here's how it works:

The hospital offers your new physician a loan, typically expressed as an
“income guarantee,” to join your practice. (Alternatively, it can offer the
recruited physician a “collections guarantee” to start a new practice.)

Each month during the support period, your practice pays the new physician

the amount he or she actually earns. For months when he or she earns less
than the income guarantee, the hospital sends the new physician a check

to make up the difference. If the new physician earns more than the income

guarantee for the month, he or she refunds the excess amount to the hos-
pital. The hospital also writes checks to reimburse your practice for actual

recruiting costs and actual incremental direct expenses (but not indirect or

reallocated existing expenses). At the end of the support period (typically
one year), the physician owes the hospital the net amount it has paid. The
hospital forgives the physician’s monthly repayment amount if he or she is
still practicing in the community (even if he or she is not at your practice).

Otherwise, he or she repays the loan as the payments come due. The repay-

ment period is typically two years.

A recruiting incentive agreement shifts much of your practice’s financial
risk to your new physician and comes with strings attached, thanks to
federal Stark Il laws. Notably, your practice’s employment agreement may
not include a restrictive covenant that prevents your new physician from
practicing in the community should he or she leave your practice while
the recruiting incentive agreement is in effect (i.e., during the support and
repayment periods).

Although a hospital recruiting incentive agreement can be a win-win-win
situation for your practice (by reducing the financial risk of hiring a new
physician), your new physician (by reducing a barrier to a rewarding career)
and your hospital (by recruiting a new referring physician), it will not hold

together a bad employment relationship. Before entering such an arrange-

ment, consider whether you would hire the physician even without the
hospital’s financial support. If not, the potential long-term costs of a bad
hiring decision may outweigh the short-term benefits.
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Do an on-site interview

Invite strong candidates for an
interview at your practice. You
may suggest that the physician
make the first visit alone, then
return for a second look with his or
her spouse or partner if you decide
to move forward with the interview
process. Offer to pay their travel
and lodging expenses.

Plan the candidate’s itinerary,
tailoring it to his or her individual
needs. Be sure to allow plenty of
time for each activity. The itinerary
should include introducing the can-
didate to each of his or her prospec-
tive colleagues and giving your staff
the opportunity to meet the candi-
date. Ideally, offer the candidate the
opportunity to shadow one of the
physicians in the practice for a day.
Arrange meetings with key people at
your hospital.

Include the physician’s spouse
and family in the interviewing
process. Identify and address their
concerns about employment for the
spouse, schools for their children
and activities for the entire family.
Single physicians have social needs,
too, so be prepared to discuss their
concerns. In short, look for a good
cultural and family fit.



Word-of-mouth referrals are most likely to

generate strong candidates because

the referrer knows both parties.

Negotiate a fair
employment agreement

When you find a candidate who is likely to
succeed in your practice, negotiate an employ-
ment agreement that is fair to both parties. The
agreement should be clear and concise, describ-
ing all issues precisely and evenhandedly.

Pay special attention to five potential areas
of disagreement:

1. Duties, schedule and location. Describe
your new physician’s duties. Will your new
family physician be practicing obstetrics,
performing procedures or specializing in a
particular area such as sports or adolescent
medicine? Describe his or her regular and call
schedules. Will they be equal to the sched-
ules of the practice’s other physicians? If the
agreement specifies a minimum number of
work hours per week, then be sure to specify
a maximum as well. Identify your new phy-
sician’s practice locations. If the practice has
more than one site, specify the offices where
the physician will practice. Can he or she be
reassigned? Which hospitals will the physician
serve? Will he or she be practicing in nursing
homes or other locations as well?

2. Compensation. Describe the new physi-
cian’s compensation package. State the base sal-
ary, if any. For incentive compensation, define
terms, include formulas and provide realistic
sample calculations. Will your practice’s new
physician be paid for productivity? Is the for-
mula based on collections, charges, relative value
units (RVUs), profitability or some combination
of these? Will the new physician be eligible for
participation in pay-for-performance programs,
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or will he or she have the potential to earn
bonuses for patient satisfaction or good physi-
cian citizenship, such as serving on committees?
Will the new physician’s compensation method
change during the term of employment?

Signing bonuses and relocation expense
reimbursement are increasingly popular recruit-
ing incentives. Hold them in reserve until you
need to respond to a candidate’s request or to
close a deal with a wavering candidate.

3. Malpractice tail insurance premium.
Malpractice tail insurance extends indefinitely
the professional liability coverage after a
physician leaves a practice and discontinues
a claims-made malpractice insurance policy.
(By contrast, occurrence malpractice insur-
ance extends protection, making a tail policy
unnecessary.) The tail policy’s one-time
premium typically costs from half to twice as
much as the annual premium of the discon-
tinued malpractice policy.

Of course physicians and employers have
strong opposing views about which of them
should pay the malpractice tail insurance
premium upon expiration or termination of
the physician’s employment. The employer
is ethically obligated to insure the physician
against liabilities that arise from the physician’s
employment. Hence, the employer should pay
the malpractice tail insurance premium. What
difference does it make if a patient files a mal-
practice legal action on the last day of the physi-
cian’s employment or the following day? (Note:
Your practice is not responsible for providing
tail insurance protection for liabilities arising
from your new physician’s previous practices.)

4. Restrictive covenants. While the practice
is entitled to be protected from competition from
a departing physician, its restrictions should be
reasonable. In my opinion, “reasonable” would
be limited to one to two years and encompass
the area from which the physician’s practice
location(s) (not all practice locations) receives 75
percent to 80 percent of its patients. Define the

RECRUITING PHYSICIANS

Your practice

can avoid big
turnover expenses
by recruiting and
retaining the right
physicians.

Before your search
for a new physician
begins, your prac-
tice should deter-
mine what qualities
it wants in a physi-
cian and what it
offers a physician.

Give word-of-
mouth referrals a
long look; they're
likely to be strong
candidates because
the referrer knows
both parties.
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After narrowing
down your list
of candidates,

conduct phone

interviews to learn
about each candi-
date’s key career
issues.

Invite the strongest
candidates for an
in-person interview,
making sure that
there's enough
time in their itiner-
aries to meet each
of their prospective
colleagues.

If you find an ideal
candidate, the next
step is working out

an employment
agreement that
covers potential
areas of disagree-
ment, including
duties, compensa-
tion and malprac-
tice insurance.

Welcome your new physician by helping
him or her become part of your practice from

the moment the employment agreement is signed.

restricted area in terms of established borders or
geographic features (e.g., county lines, zip codes,
streets). Formerly employed physicians may chal-
lenge, and courts may invalidate, long restricted
periods and large or ambiguous restricted areas.
Note that Stark regulations prohibit noncompete
agreements when the physician and practice
receive hospital recruiting incentives. (See “Hos-
pital physician recruiting incentives” on page 30.)
Include restrictions prohibiting the depart-
ing physician from soliciting the practice’s
patients or recruiting its employees for a year
or two. Finally, define the circumstances
under which the practice will waive the
restrictive covenants (e.g., if the practice ter-
minates employment without cause, or if the
physician terminates employment with cause).
5. Potential shareholder status, if appro-
priate. If your private practice may eventu-
ally offer the physician the opportunity to
become a shareholder, explore this issue with
each candidate. While you are not promising
shareholder status, and the new physician is not
promising to accept your offer, it’s best to artic-
ulate each party’s expectations before employ-
ment begins to reduce the risk of unpleasant
surprises. The new physician’s employment
agreement should note whether he or she is on
the shareholder track. If so, outline when the
physician can expect the opportunity to buy
in, what shareholder status includes (e.g., the
medical practice, the medical office building,
expensive equipment), how the shares will be
valued, an estimate of the buy-in price and how
the physician will pay for his or her share.

Get off to a fast start

Welcome your new physician by helping him
or her become part of your practice from the
moment the employment agreement is signed.
Put the physician in touch with his or her phy-
sician chief, nursing supervisor, and adminis-
trator or office manager. The physician chief’s
active mentoring can positively influence the
new physician’s long-term practice success.”
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Get started on credentialing right away,
assist with relocation to the community and
begin preparing for his or her first day in the
practice. Cover the following six areas:

1. Building the new practice. Describe
what the practice and the physician will do to
build the practice. How will your staff refer
new patients? Will your new physician treat
patients currently being seen by other physi-
cians in the practice? How can he or she do
this without stepping on colleagues’ toes? Will
your new physician cover the hospital emer-
gency department or other areas, and if so,
how may he or she solicit patients?

I suggest helping your new physician build
his or her practice and get off to a fast start by
developing a marketing plan. Introduce him or
her to referring physicians and other colleagues
in your community, including key hospital staff.
Update your practice’s brochure and Web site.
Line up public speaking and writing opportuni-
ties for the new physician. Announce the new
physician’s practice in your local newspaper.

2. Internal communications. Review formal
and informal communication channels. How
does the practice’s telephone system work?
What are the practice’s formal and informal
policies and procedures? How do the physi-
cians interact with each other and the practice
staff? To whom should the physician bring
problems and requests? Do physicians hold reg-
ular meetings? What types of issues are referred
to the office manager or nursing supervisor?

3. Patient care systems. Describe how
physicians and staff work together to care
for patients. How are medical records main-
tained? How will the new physician learn how
to use the practice’s electronic health record
system and other computer applications?
Does the practice have formal clinical proto-
cols? Are there guidelines for making referrals
within and outside the practice? How do phy-
sicians order tests? How are prescription refills
handled? How do the physicians handle call?
How does the practice’s answering service
work? How do the physicians admit patients



to the hospital and handle rounds? How does
the practice handle medical emergencies?

4. Coding and billing. While important
for all physicians, coding and billing is the
most significant adjustment issue for new
physicians.” Teach proper billing and coding
techniques. How are charges for office services
processed? What about charges for services pro-
vided in the hospital and elsewhere? How does
the practice work with patients who have inad-
equate insurance coverage? How are patients
with financial difficulties accommodated?

5. Daily, weekly and monthly practice
management routines. Review your practice
management routines. How do physicians use
the office after hours without setting off the
security system? Do physicians maintain time
records? How can physicians request supplies or
equipment? What happens if their cell phone or
pager breaks? How do they get clean lab coats?

To give the new physician a sense of con-
trol over his or her work environment, offer
some choices in setting up his or her appoint-
ment schedule. Ask how he or she prefers the
clinical staff to prepare patients for their visits.
Be receptive to your new physician’s sugges-
tions and sensitive to his or her concerns.

6. Welcome your new physician and fam-
ily to your community. Enlist one or more
physicians in your practice to help your new
physician and his or her family become part
of your community. Try to match physicians
with common ages, interests and family situ-
ations. When appropriate, invite spouses to
help, especially with families who have school-
age children. The practice should pick up the
tab for a few welcoming activities such as din-
ner or a trip to a ball game.

Hold the new physician accountable

The new physician’s chief should monitor his
or her performance and offer frequent informal
feedback. During the first few days, ask how
he or she is adapting to the practice. Schedule
formal monthly performance reviews. Let the
new physician know whether he or she is meet-
ing expectations and is on track to receive a
bonus. Together, review patient visit statistics,
office and hospital CPT coding distributions,
and his or her charges, collections and practice
expenses. Together, establish measurable, chal-
lenging and achievable performance goals.
Solicit your new physician’s comments,

complaints and problems. Really listen, espe-
cially to his or her ideas on how to improve
the practice. Develop and implement solu-
tions together. Give the new physician the
resources he or she needs and the freedom to
use them. Hold the physician accountable
only for things he or she can control.

Get the wrong people off the bus

If all has gone well, your new physician will be
a good fit for your practice. If not, make every
reasonable effort to resolve the problems that
are causing a bad fit. If you cannot resolve

the issues satisfactorily, it may be time for the
practice and physician to part company. Try
to make this process amicable. If the situation
is tolerable, have the physician complete the
current employment term, and do not renew
the employment agreement.

If the situation is intolerable, refer to the
employment agreement to see how you may
terminate the physician’s employment with or
without cause. Consult with a qualified attor-
ney for guidance on your rights and obligations,
and to minimize the risk of legal challenges.
Decide whether you wish to enforce the non-
competition provisions of the agreement.

One physician at a time

Recruiting and retaining the right physician
begins with understanding your practice’s
needs and matching them with what your prac-
tice can offer. Recruit high-quality candidates
and interview them carefully to find a good fit.
Negotiate an employment agreement that is
fair to both parties. Get your new physician off
to a fast start, even before his or her first day.
Monitor performance and hold the physician
accountable. And build a productive commit-
ted medical staff one physician at a time. [

Send comments to fpmedit@aafp.org.
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RECRUITING PHYSICIANS

As soon as

the employment
agreement is
signed, get started
on credentialing,
assist with the

new physician’s
relocation and
begin preparing for
his or her first day
in the practice.

[ |

Sit down with the
new physician
monthly to review
whether he or she
is meeting expecta-
tions and is on track
to receive a bonus.

If it becomes clear
that the recent hire
is not a good fit,
try to figure out

an amicable way
for the physician
and the practice
to part company.
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