12 myths ahout
selling your practice

Could collecting big bucks from a buyer, and then becoming
a well-paid employee, be the biggest mistake of your life? Yep.

By David J. Schiller, J.D.

lustration by Roban Roper

s that legendary football
coach once said, “Winning
isn't everything, it's the only
thing." Many physicians who
are selling their practices
seem to have the same attitude about
meney: It's the only thing that counts. But
if you plan to stay on to operate your for-
mer practice as an employee of the man-
aged-care organization that buys it, such
myopia is bound to bring you grief.

Even if the MCO offers you a king's ran-
som for your practice and promises a
princely salary, don’t rush to sign up with-
out reading between the lines of your con-
tract and understanding how your life will
change as an employee. And don't be
gulled by smooth-talking negotiators who
assure you that the only change in your
lifestyle will be all that extra cash you'll be
able to spend.

Every aspect of your formerly
autonomous professional life may change
once you have a boss—everything from
where your office is located to what hours
and days you work, from whom you can
hire and fire to how much CME and vaca-
tion time you can take.

And if you think that putting your signa-
ture on a contract means negotiations are
over and you can now relax—well, that
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may be the biggest myth of all.

Which is not to say that you shouldn't
sell, especially if the price is right. But, as
the economist Milton Friedman once said,
“There’s no such thing as a free lunch.”
Here are some myths about what this par-
ticular lunch is really going to cost.

Myth No. 1.

Administrative hassles are over. Bar-
gain hard, and you may get a strong salary
from an MCO, perhaps more than you
used to make, If, that is, your receipts
remain the same. If they plummet,
chances are that your salary will, too; one
is usually tied to the other, “No problem,”
you may say. My patient volume has
been steady for years.” That, unfortunate-
ly, is no guarantee for the future.

Even though you may be scrupulous in
submitting the correct 1CD-9 and CPT
codes for each insured service you per-
form, the hospital or MCO may not bill for
them.

Why might it not bill? Perhaps because
of the negligence of an MCO employee
installed in your former office, now the
institution’s office. In a common scenario,
the employee quits; when you check her
vacated desk, it's filled with unsubmitted
bills. Another possible reason: poor train-
ing. If the MCO employee doesn’t under-
stand how to submit a given bill to the
institution, instead of seeking advice, she
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lets the bill sit. Or the institution may bill for
your services, and even collect the payments,
but fail to credit your account. Constant
screwups are a bureaucratic fact of life.

Or how about this: The vendor who fur-
nishes you with medical supplies was used
to prompt payment when you were footing
the bills. But the MCO lets his invoices pile
up for months. He tries in vain to get

ill your
earnings remain
predictable after

you sell your
practice? Don't
count on it. Your
new employer
may bill payers
for your services,
and even collect
payments, but fail
to credit your
account.
Constant
screwups are
a bureaucratic
fact of life.

the money he's owed.
Guess who he com-
plains to? He comes to
you. It then becomes
your responsibility to
run interference on the
supplier’s behalf—or do
without paper towels,
tongue depressors, and
rubber gloves.

Myth No. 2:

I'll practice in the
same place. Physi-
cians typically take for
granted that they’ll
remain in the same
office after they sell,
Don't assume that. Sub-
tle provisions in a con-
tract may specify that
you can be assign-
ed to work just about
anywhere.

No, the MCO won't
try to ship you off to the
Aleutian Islands. But
you may be told,
“We're closing your old

practice and relocating you to the other side
of town.” So your former 10-minute com-
mute may suddenly stretch to a half-hour or
more. Perhaps you have no choice but to
tolerate the inconvenience, but your
patients will have a choice—and they may
exercise it. And the new neighborhood may
be a dump.

What if you own the building you practice
in and you're relocated? You'll lose what
may be your highest-rent-paying tenant: your-
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self. It's common for a physician to charge
himself rent equal to monthly mortgage pay-
ments. Without such an arrangement, you
may have to sell your building at a loss. Find
out how long your new employer will let you
continue to occupy your current office, and,
if you're relocated, what the MCO will do to
help you unload your building.

Myth No. 3:

I'll keep my old hours. To a prospective
purchaser, patient volume is all-important. So
as long as your practice volume remains the
same after the sale, what hours and days you
work are up to you, right?

Afraid not. Once you're a hired hand, it's
your employer who sets your schedule, not
you. It's quite common for physician employ-
ees to have Saturday hours, as well as to
work one or two evenings a week.

Myth No. 4:

My CME and vacation time won’t change.
Are you accustomed to taking six or eight
weeks of vacation and continuing education
time each year? Many self-employed physi-
cians are. For employed doctors, however,
three to four weeks of vacation plus one for
CME are more the rule.

Myth No. 5:

My office will still be mine. During negoti-
ations, it doesn’t occur to most physicians to
ask, “Will anyone else be using my office?”
After all, how can you, a highly paid profes-
sional, not have your own private sanctuary
in a busy practice? The answer is, Easily.
After negotiations are over, your new
employer can simply tell you that other physi-
cians will be occupying “the"—not “your’—
office when you're not there.

Nor can you assume that this won't happen
to you if you own the building in which you
practice. Once you grant tenant privileges to
an MCO, it may be contractually entitled to
put five physicians in your suite if it so desires.
If you neglect to make an issue of it during
negotiations, be prepared to join the queue.

Oh, now that you're sharing your office,




please take your diplomas off the walls. And
those pictures of your family on the desk—
sorry, but they have to go. And when you
arrive in the morning, would you mind
throwing out the Styrofoam coffee cups and
leftover half-doughnut that your colleague on
call the night before forgot to drop in the
trash?

That's not all. If your new employer wants
to replace your costly new computer system
with its own hardware and software, as it
often will, count on howls from your staff.
The steep learning curve and inevitable
glitches can turn your smooth-running prac-
tice into chaos, and push your bottom line
lower. An MCO may want to redecorate your
office and even change the name of your
practice, systematically stamping out its for-
mer identity—and yours.

Myth Ne. 6:

Personnel problems are history. You
may think that selling your practice will rid
you of staffing hassles because the MCO will
take care of them for you. The reality is, Yes
and No.

Consider what happens when a staff mem-
ber quits. True, you'll no longer have to call
the newspaper, place a classified ad, and
interview applicants. The MCO will handle all
that and send you a new receptionist or
nurse or PA—unless, that is, there’s a hiring
freeze, or staff cuts, which are not uncom-
mon, in which case you may have to do with-
out. Your idea of how many people are criti-
cal to have in the office may differ
considerably from that of hospital or man-
aged-care executives.

On the other hand, you may wish there
were a hiring freeze or staff cuts when the
MCO sends you a replacement who's far less
competent than the person she replaces, or
who has a grating personality, or who has irri-
tating habits like gum-chewing or tardiness.

When you're the boss, you can say, “Mary
Jane, Friday's your last day.” When you're an
employee yourself, you can't force the institu-
tion to take her back. Unless you catch her
robbing you blind or stealing narcotics,

expect to be told: “Sorry. You'll have to put
up with her. She works for us, we've assigned
her to you, and that's where she's going to
stay.”

Myth No. 7:

I'll be rid of collection headaches. When
you become an MCO employee, your
income will usually be guaranteed for a

couple of years, assuming
your contract is renewed.
Thereafter, your earnings
will depend on how well
your practice does finan-
cially. And how much
money your practice
earns depends on how
well you handle collec-
tion problems.

Suppose an MCO agrees
to pay you 45 percent of
your gross revenues as a
salary. Or you might
receive a salary of $150,000
instead. Either way, your
income will dip when your
gross sinks below a certain
predetermined amount—
say, $350,000. For each per-
centage point of earning
underperformance, regard-
less of the cause, your
salary is reduced the same
percentage. (And for each
percentage point that you

magine having
to share your
office with other
doctors. No
diplomas on the
wall. No pictures
of your family on
the desk. And
when you arrive
in the morning,
would you please
throw out the
Styrofoam coffee
cup someone left
on the desk the
night before?

exceed earning expectations, your salary is

equivalently enhanced.)

So if you have a lot of outstanding bills

that are hard or impossible to collect, don't
expect your new employer to jump in and
save the day. In reality, the only thing an
MCO will bird-dog is the money you make.
What you have to do to collect it is still up
to you.

Myth No. &:

I'll still have my perks. If you decide to
sell, expect the fringe benefits you've been
enjoving as an independent practitioner to
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Belatedly, the institution realized
he was cleaning up and it would
have to share the revenue with
him. It's now trying to force a rene-
gotiation of the sale contract. While
the matter is still in dispute, the
point is this: Until a judge says so—
if it gets that far—a done deal may
not really be done.

Myth No. 12:

If things don’t work out, I'll
resume my old life. What hap-
pens if your contract isn't renewed?
Many institutions include a restric-
tive covenant in the contract. If
your employment with the MCO
doesn't continue, that clause will
prohibit you from reopening a
practice or even seeking employ-
ment within, say, a five-mile radius
of your current location.

Many patients won't travel five
miles to see a primary-care doctor,
particularly in a city where people
depend on public transportation to
get around and where physicians
are plentiful closer to home. You
are, in effect, banished from your

former practice.

And don’t assume your con-
tract is bound to be renewed. As
hospitals and MCOs wake up to
the fact that medical practices
aren't the cash cows they'd
thought, you could get the axe
simply because of the organiza-
tion's own mismanagement of
your former practice.

So selling your practice isn’t just
about money, no matter how daz-
zling the sum. If you plan to remain
and draw a salary, your life will
change in many predictable—and
probably some unpredictable—
ways.

Some changes you may not be
able to do much about; accept them
as part of the price you pay for the
price you are paid. Others may be
negotiable—if, that is, you read the
contract carefully (or have a compe-
tent representative do it for you) and
bargain hard before you sign. This
may seem like common sense. But
then, as Voltaire once said, “Com-
mon sense is not so common.” W
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Coming April 7

Managed Care '97—

our annual special issue

Managed care keeps changing,
with new types of organizations
evolving and new trends sweep-
ing the marketplace. We'll give
you an update—and a guide to
help you adjust. Our compre-
hensive coverage will include
the following:

You can thrive under
managed care

Payers have the advantage, but
physicians can still come out
on top by taking risk and
improving clinical skills.

Will the big, bad antitrust
wolf blow your IPA down?

Not if the new federal rules

are any indication. Our experts
tell exactly what you have to
do to be safe from prosecution.

Preparing your practice

for capitation

The No. 1 question doctors ask:
“How do | know whether I'll
eamn a reasonable income?”
The answer: You don't. That's
why it’'s called risk contracting.
But there are many ways to
minimize that risk.

Don’t miss out

on Medicare managed care
Medicare HMOs are mushroom-
ing; if Washington has its way,
the majority of elderly patients
will join them. A threat to your
livelihood? Not if you take our
tips, and move quickly.
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