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3Next Week (Oct 16th)- Employed 
Provider Bonus Models 

3

www.PediatricSupport.com 

4

3

4



3

www.PediatricSupport.com 

5

5

www.PediatricSupport.com 

6

6

5

6



4

www.PediatricSupport.com 

7

Reality Check #1

High volumes, low margins….
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Reality Check #2
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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

Reality Check #3
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10Revenue Sources
• Different types of revenue

• Personally Performed Services
• Office Visits (Well & Sick)
• Hospital Services
• Development Screens

• Lab Services
• Vaccines

• Drugs & Admin’s

• Other Ancillaries
• Radiology
• Clinical Trials
• Pharmacy

• Impacted By
• Payor Contracts
• Effective Patient Collections
• Billing Department P&P’s
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11Key Components of Provider 
Costs

• Fixed vs. Variable Expenses

• Largest Expenses
• Labor & Benefits

• Vaccines

11

www.PediatricSupport.com 

12Factors Influencing Provider 
Margins

• Volume of patients seen
• Days Worked

• Visits Per Day

• Payer mix (Medicaid, Private Insurance, Percent of Self-Pay)
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13Margin Calculation Basics

• Total Revenue Generated (-) Total Allocated Costs

• Two Ways To Do This
• “Heavy” allocation (Cost Accounting)

• Estimated Overhead Rate
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14Cost Allocation

• Allocation Of Revenue Generated
• By Provider

• Allocation Of Expenses
• Direct & Variable
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15Cost Allocation Example
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16Overhead Rate Relative To 
Revenue Generated

• Easier to Manage

• Easier to Explain

• PDC
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Don’t Let Perfection Be The Enemy…
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17The Nuts & Bolts
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20Overhead Rate
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21Overhead Rate
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22Overhead Rate
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23Overhead Rate
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24Overhead Rate
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28What Is The Target?

• Physicians
• 5-10%

• Extenders
• 10-15%
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30Strategies to Improve 
Margins

• Cost Reduction Strategies
• Vaccine Buying Group
• Systemic Review Of Employees Needed
•  Vendor Review
• (negotiating with vendors, reducing waste)

• Revenue Optimization
• Coding Education (99213 vs. 99214)
• Billing Department P&P Review
• Bill Everything CPT Codes Allow

• G2211, Development Screens, Phone Calls, Portal Message, etc.

• Transparency With Providers
• They may bot be owners, but should take ownership in the practice…
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31Common Pitfalls in Margin 
Evaluation

• Overlooking Hidden Costs

• Misallocating Shared 
Expenses

• Timing Of Expenses 
• Vaccines

• Seasonal Variations In 
Revenue
• Need to complete analysis on 

rolling YTD basis
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32Evaluating Contracted Rates 
with Payors

• Understanding Your Payor Contracts

• Semi-Annual Review Of Payor Rates

• Do Not Be Afraid To Negotiate!
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33Practical Steps for Implementing 
Margin Evaluation Practices

• Transparency

• Establishing Regular Margin Review Processes

• Leverage The PMI Learning Center
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How Much 
Can You 

Afford To Pay?
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How Much Do 
You Want To 

Make?
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36Next Week- Employed 
Provider Bonus Models 
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