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TreENDS TO WATCH

Physician Pay Shrinks...Median
physician net incomefell 3.8% in 1994,
thefirst drop ever recorded by the AMA.
Thedrop affected most specialties.

HMOsDominatingtheMarket...HMO
enrollment is projected to riseto nearly
65 million Americansthis year, up more
than 25% from January, 1995, according
to aleading Wall Street analyst.

Number of Employed Physicians
Up...Between 1989 and 1994, the AMA
reports that the number of physicians
who described themsel ves asemployed
rose from a quarter to more than a third
of practicing physicians.

Study ShowsWideVariationsin Cost
and Services...the Dartmouth Atlas of
Health Care showswideregional
variationsin the cost and number of
services provided to patients. Further, it
showsthat the differences are present
even though thereisn't any evidence that
patientsin oneregion are sicker or fare
any better as aresult of one treatment
than those in another.

Integrated Delivery SystemsExpected
to Rise...Experts predict an explosion of
integrated delivery systems. Only 13% of
medical practices and hospitalswerein
such systemsin 1995; 79% will bein by
the year 2000, say respondentsto a new
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PracTice GoveERNANCE - Now orR M AYBE NEVER

“Heis most powerful who has power over himself.” - Seneca

What Senecasaid of aman isalso true of amedical group. Medical groups of
all sizesarefaced with an onslaught of challengesrequiring rapid yet thoughtful
decision-making. Advantageous situations often have a short window of
opportunity that, once passed, will never present itself again. Threats must be
acted upon immediately, lest they irreparably harm the practice.

Unfortunately, many medical groups are paralyzed by the lack of an effective
governance structure/decision-making system. Issues are discussed ad nauseam...
decisions on important issues are never made or madetoo late... al physicians
must beinvolved in al decisions (including which way the toilet paper should
hang). Theresult isthat often only the unimportant issues get resolution and the
group spendslittleif any timefocusing on strategically important issues.

Much of the current thinking by healthcare futuristsisthat the preferred
healthcare world of the futureis one run by well-organized physician groups. The
fly in the ointment is getting the physician group well-or gani zed.

Why is decision-making and governance the Achilles heel of most medical
groups?

« Ingenerd, physicians crave autonomy. They do not enjoy the possibility
of subjugating their authority to another - either clinically or
administratively.

« Because communication isawaysimperfect, physicians often doubt the
decisions made by others because they are unsure if all options/concerns
have been considered.

Because of these factors, medical groupstend to fall into one of four patterns:

+ All-For-One, One-For-All: In these groups, unanimity is required before
any decisionismade. Unfortunately, for most important issuesit is
difficult if not impossiblefor all physiciansto agree. How can you identify
thisgroup? They never make decisions on important issues - they areon
theroad to extinction.

+ TheBenevolent Dictator: In these groups, one physician callsall the
shots. While these groups can be very successful over an extended
period, they face two key risks: (1) the dictator might not be so benevolent
and the other physicians may become dissatisfied and revolt; and (2) when
the dictator leaves, thereis often aleadership void that may last for years.

+ Majority Wins: In these groups, everyone must be involved in every
decision, and the membersvote. This resultsin group business meetings
lasting an eternity as every issue, no matter how minor, is hashed and
rehashed. These groupstypically exhibit two other characteristics: (1)
they revisit decisions over and over again; and (2) in reality, they will not
implement decisions when votes are close (making them more like All-
For-One... groups than they’ d care to admit). How can you identify this
group? Y ou can find them leaving their offices after their administrative
meetingsat 2 am.

+ Unknown: Some groups have no organized governance structure. They
avoid all issueswhich might cause conflict or need decisions by the group.
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ABouT LATHAM CONSULTING

Latham Consulting Group is one of
the nation'sleading management

consulting firms serving medical groups.

Established in 1986, we have worked
with medical groups of all sizesand
specialties, providing them with afull
range of consulting servicesto include:

STRATEGY & PLANNING

+ Strategic Planning Retreat
Facilitation

+ New Service/New Facility Planning

+ Decision-making Facilitation

ALLIANCES AND NETWORKS

+ Facilitation of Group Practice
Formation

+ Clinic Without Walls Planning/
Implementation
Merger Planning and Facilitation
| PA Development

+ Evaluation of Integration
Opportunities

OPERATIONAL IMPROVEMENT

+ PracticeImprovement Studies

+ Personnel Assessment, Job
Descriptionsand Performance
Evaluation Systems

+ Billingand CollectionsAnaysis

+ Hazard Control Reviews

+ Computer System Selection and
Implementation

+ FeeAnaysisand Third Party
Reimbursement

GOVERNANCE AND  ORGANIZATIONAL

EFFECTIVENESS

+ Physician Conflict Resolution

« Physician/Administrator Team
Building

+ PracticeGovernance

FINANCIAL MANAGEMENT

+ Physician Compensation/Income
Distribution

+ Budgeting and Financial Reporting

+ Financia Crisis Management

+ PracticeVduations-Buy-ins/Buy-
outs

+ Physician Contract Negotiation

EXECUTIVE SEARCH

SEMINARS AND WORKSHOPS
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EsraBLISH GOVERNANCE STRUCTURE - THE TIME |s Now

Thetimefor dillydalying on thisissueis past. Physician groups must develop a
governance structure that is able to produce the needed decisionson atimely basis.

We are now seeing fundamental changesin healthcare, and those groups who
continue to have weak governance/management structures and who do not develop long-
range plans will be remembered as having spent their time “rearranging the deck chairs
on the Titanic.” Groups that want to be successful will ORGANIZE by creating an
effective governance structure, and PLANNING for the long run using strategic planning
techniques.

At Latham Consulting Group, we have helped many groups to establish effective
governance systems and develop long-range plans. If you would like to know more about
governance and how to implement an effective system, please use the coupon below to
order afree copy of our special report: Effective Governance - The Timeis Now! You
may also call us at (704) 365-8889 to order a copy, or E-mail us at
wlatham@l athamconsulting.com

3600 Castellaine Drive 15
Charlotte, North Carolina 28226

Please send me more information about your services:

Latham Consulting Group

Strategic Planning Facilitation
3 Alliances and Networks
3  Operationa Improvement

[ Governance/Organizations Effectiveness
[ Physician Compensation/Income Distribution
3 Other:

Name:
Title:
Group:
Address:
City/State/ZIP
Speciaty:

Number of Physicians: Staff Size:

[ Please send me afree copy of Effective Governance - The Time is Now!
FiNaLLY - A WAy To Keep Up!

A common problem for leaders of medical groupsis keeping up with all the trends and
events affecting the healthcare industry. Communicating this information to othersin the

group is an even bigger problem. At Latham Consulting Group, we have discovered a
resource which can help you solve this problem.

An bi-weekly audiotape newsletter called Healthcare Briefings (from HIR Publications)
coversthelatest news, providing afast-paced update on the events, issues and people
shaping the healthcare industry. Healthcare Briefings closely tracks activitiesin
Washington and around the country, providing you with an early warning of future
developments. HB subscribers have found its convenience, insightful analysis and timely
news coverage to be unmatched by other information sources.

Latham Consulting Group has arranged for those receiving the Medical Group Advisor
to obtain a discount on this audiotape subscription. Typically the subscription is $395 per
year for 24 tapes, but you can obtain all 24 tapesin aone year subscription for $355 by
caling HIR Publications at 1-800-338-5486 and asking for extension 15. You are
guaranteed compl ete satisfaction with your subscription. If for any reason you are not
completely satisfied after the first issue, you will receive afull refund from Healthcare
Briefings. Later, you may cancel at any time and receive a prorated refund for all unmailed
issues.

Thisisavaluable and time-efficient resource for managers and physicians of medical
groups. Call them today at 1-800-338-5486, ext. 15, for your subscription.
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