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WHEN TO HIRE A NEW 
PROVIDER
Paul D. Vanchiere, MBA

Paul@PediatricSupport.com
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Agenda
• Why Add A Provider?
• Financial Considerations
• Compensation Formulas
• Contract & Partnership Issues
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Summation Of Several Webinars 
(Available On PMI Website)

• Monitoring Your Practice Financials
• Effective Interviews To Find The Right Person
• Determining How Much To Pay A Provider
• SWOT Analysis For Pediatrics
• Scheduling To Maximize Productivity
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. . . We must first accept the fact that a 
Pediatric practice is really a small 
business and must run on sound, 

generally accepted business principles to 
remain viable.”

http://practice.aap.org/content.aspx?aid=1808
What information you need to look at...
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What We Want To Avoid:

Adding to practice cost…While seeing the same number of 
patients in the practice… 

Fundamental Objective…
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Ideally, We Want:

• Prevent loss of patients when an existing provider leaves 
• Maintain Current Business

OR

• Capitalize on opportunity for new patients to come into the practice 
• Gain New Business

Fundamental Objective…
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Why Add Another Provider?

Why Add
Another 

Provider?

Patient 
Demand

Share 
Overhead

Costs

Offer More
Services in

Existing
Space

Open New
Locations

Succession
Planning

Call
Rotation
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What is the Real Question

Can they 
AFFORD 

another provider?

Do you they 
ENOUGH BUSINESS 
for a new provider?

Why another Pediatrician and not Extended Provider?  
Be prepared to sell yourself…

The question is NOT : The question is :
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What is the Real Question?

Is There
Enough

Business?

Existing schedules maxed 
out?

Need better 
quality of life?

Competitors 
shuttered?

Community 
growing?

Competitors 
shuttered?

Turning 
Patients away?

Quality Schedule

Competitors Patients

Community Shuttered
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What is the Real Question?

Have Space?
Space

Future Competition?
Competition

Have IT Infrastructure?

Infrastructure

Have Staff?
Staff

Have Support of 
Leadership?

Leadership

Operational
Considerations
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Pediatrician Profile

New vs. Experienced 

Pediatrician*

• New - $165,271 

• Experienced - $174,321

Worth $9,050 difference?
• Habits
• Lifestyle
• Expectations
• Managerial Capabilities / Business Acumen
• Clinical Management of Underserved 

Population
• Specialty needed within practice- Neonatal 

coverage / Standby

Comes down to personality and practice fit

*AMGA 2013 Medical Group 
Compensation and Financial 

Survey- 2013 Report based on 
2012 Data

www.PediatricSupport.com

12

03

04

01

02

How Will They Support the New Provider?

Shift Existing 
Patients

Stop Taking 
New Patients

Let them 
Develop Niche

Marketing 
Efforts
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The Options

What 
Options 
Are Out 
There?

Physician 
Assistant

Pediatrician

Family 
Practice 
Nurse 

Practitioner

Pediatric
Nurse 

Practitioner
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What is the Standard?

Visits 250 200 175 150

Mean 4,168 16.67 20.84 23.82 27.79

Std Dev 1,488 

20th %ile 2,985 11.94 14.93 17.06 19.90

Median 4,001 16.00 20.01 22.86 26.67

80th %ile 5,266 21.06 26.33 30.09 35.11

90th %ile 6,050 24.20 30.25 34.57 40.33

*AMGA 2013 Medical Group Compensation and Financial Survey 
2013 Report based on 2012 Data
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Information Needed
Practices with High %age of FFS

Revenue per Encounter

Overhead Rate

Daily Activity 
(Provider Days & Visits per Day)
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Revenue per encounter is an excellent barometer of your financial health. There are many 
things that influence the revenue per encounter and consequently allow you to see the 
impact of things such as:
 Are your claims being processed timely?

 Are your claims being paid properly?

 Are you being paid fairly?

 Is your payor mix excellent, fair or poor?

 Are you following proper CPT coding guidelines?

What Does Revenue Per Encounter Tell Me?
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1. Revenue per Encounter
Total Allocated Revenue / Office Encounters= $500,0000

4,000
$125.00 =

Fee For 
Service 

Revenue 

PMPM / 
Capitation 
Revenue

Allocated 
Revenue
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Patients Seen Revenue 
Allocated

Revenue Per 
Encounter

Provider 1 1,751 $   216,000 $   123.36 

Provider 2 3,600 $   422,100 $   117.25 

Provider 3 1,875 $   228,600 $   121.92 

Provider 4 4,500 $   530,550 $   117.90 

Break It Down

By Provider:
1.Number Of Office Visits
2.Total Revenue Allocated

Run for an entire 12-month 
period to pick up seasonal 
variations.
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2. Daily Activity

• Provider Days:
Scheduled days per week X weeks per year
4 days per week X 49 weeks = 196 Days

• Visits Per Day (Previous 12 Months)
Total Visits/Total Days Worked
4,000 / 196 = 20.4 Visits Per Day
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Run the Numbers
A Visits Per Day 20 Estimate
B Revenue Per Encounter $            145 Analysis
C Revenue Per Day $        2,900 A X B

D Provider Days Worked 200 Estimate
E Provider Annual Revenue $          580,000 C X D

F Practice Overhead Rate 65% Analysis
G Practice Overhead $          377,000 E X F

H Allowance for Provider (Pot) $          203,000 E - G
I Provider Salary $          150,000 Survey
J Provider Bonus $              7,500 Analysis
K Benefits (17%) $            26,775 Estimate
L Total Provider Cost $          184,275 I + J + K

Practice Margin/Profit $            18,725 H - L
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PMI Videos

20+ Hours Of 
Pediatric 
Practice 

Management 
Videos
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Recruitment Costs
Cost

Benefits / Bonuses
Benefits

wRVU’s
wURVU’s

Number of 
Patients per Day

Patients

Per Encounter Profit
Adjust to Payor Mix

Profit

Total Revenue
Adjust for number of provide days

Full time
Part time

Revenue

Refining the Analysis
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What are the
physician

obligations?

Are professional 
services 

exclusive?

Medical
DirectorshipsER Coverage

Other terms and 
obligations 

(coverage, etc.)

Assignment of 
right to bill and 

future receivables

Maintenance 
of professional 
qualification

Performance of 
duties

Corporation’s 
Rules and 

regulations

Physician Obligations
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Negotiation

What is the compensation?
Salary  
• Varies Regionally
• Supply and Demand
• Future Increases
Bonus(es)
• Sign On Bonus
• Retention Bonus
• Productivity Bonus (wRVU’s)
• Quality Bonus
• Predefined or Subjective
• Planned or at their Discretion
Roll to Retirement?
Deferred Compensation?
Can you cash the check right away?
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Terms and Termination

Terms and
Termination

Number of 
Years

Previous 
MedMal

Coverage?

MedMal
Insurability?

Loss of 
License or 
Provider 
Status?

Without Cause 
Upon Notice?

Criteria for 
Termination

31

32



17

www.PediatricSupport.com

33

The Nitty Gritty

Reasons for
Termination

DWI / 
DUI?

Substance
Abuse

Felony Disruptive
Behavior

Social
Media

Behavior

HIPAA
Breach

Material
Contract
Breach

Provision 
to cure 

the breach?
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Maternity 
Leave

‐ Paid or Unpaid

‐ Accumulate Vacation / Sick Time

‐ Length

• 6 – 12 weeks

‐ Delayed return could mean voided 

contract

‐ FMLA provisions?

• Treat as owner or as employee?
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Timeline to Buy In?

What is their long-term strategy?

Internal or External Financing?

Discretionary or Based on preset parameters?

Are you legally bound today for an event in the future?

Partnership Discussions
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13 of the most common 
issues overlooked in 
practice Shareholder / 
Operating Agreements….
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Keys To Determining What You Can Afford

Budget 
(Realistic With Reliable Data)

Run 
Scenarios

Review Each 
Assumption Carefully

Roll Up Into Single Summary To 
Measure Overall Performance

It’s hard to compete with hospitals…if you pay more than you can afford, it will not work.  Practices 
need to focus on providing a fair compensation and convey the value proposition of working for the 
practice instead of a bureaucratic-laden organization…

You can’t argue with math…either you can afford to pay the provider or you can’t
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