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PROVIDER RECRUITMENT PANEL

The provider recruitment panel focused on an oeenof hospital recruitment issues and
discussion regarding rural and smaller hospitatsspectives and physician practices and
recruitment.

Jeff Spade, CHE
Executive Director

NC Rural Health Center
NC Hospital Association

Mr. Spade noted that most of North Carolina’s hiadpiare community-oriented, non-profit
facilities. For-profit hospitals are a very smsgigment of North Carolina hospitals, with less
than ten total for-profit facilities. There ar@mamber of federal hospitals as well in the state,
but community hospitals predominate. Within Na@trolina there also are 20 critical access
hospitals. The critical access hospitals are gdiyeural hospitals that have a lower
operating margin and higher percent of gross reegigoing to uncompensated care as
compared to the average North Carolina hospitake dmaller and more rural the hospital, the
higher the percentage of gross revenues that gegsds uncompensated care such that when
looking at rural hospitals the patient operatinggimadrops below the break even point.
However, it is very important to protect such healgibecause they are integral to the local
economies.

G. Douglas Atkinson
Associate Dean/Vice President of Networks
Wake Forest University Health Sciences and Wakestdgniversity School of Medicine

Mr. Atkinson described how many hospitals, regasslief their size, are facing similar,
critical issues that affect their future:
1. Bottom line performance is not improving; bankryptieends accelerated in 2005.
2. Cut-throat competition, including medical tourissimaking it hard for medical
centers to survive.
3. The public is losing confidence in US hospitals.
4. Staff satisfaction is low. Shortages of nursesathér allied health professionals
continue, which will further exacerbate issues.
5. Lawsuits are on the rise. Medical malpracticedrasvn.



The number one concern of hospitals is operatinggims North Carolina hospitals have
performed pretty well. Between 2003 and 2005 #vqyerienced a decrease in the percentage
of hospitals with a negative margin and an incréaske percentage of hospitals with a
healthy margin.

From the academic medical center standpoint, Noaiolina’s five academic medical centers
are fortunate to be are collaborating togethereyTdiscuss observed trends and current
problems. By sharing some of these best practibess is a real opportunity for growth and
improvement within the state. Now, these partripssheed address the issues regarding
physician and other allied health personnel manpovbere needs to be a mentality of
cooperation.

In North Carolina, there are diverse groups of gguoality secondary and tertiary hospitals,
and approximately five alliances that bring togettenstituent groups of small to medium
hospitals to try to leverage the common entity@edh Thus, there are different models for
addressing patient care issues. The old concgardmg not bringing physicians to the table
is changing as hospitals become the employer aEehdAcademic medical centers and
regional hospitals have outreach programs, suchiras services that go out and act as a
referral centers. Referral centers have an oldigdd promote the idea that when community
hospitals are unable to provide necessary categriehospitals can treat patients and return
them to their community hospitals as soon as plessMye want patients to receive as much
care as possible in their community hospitals beedilis more cost effective and allows for
better care for the whole family.

Many hospitals lack access to capital, which impactality, physician recruitment, and the
ability to maintain a competitive edge. Many hatalgi are opting for sale. North Carolina
does not have many proprietary hospitals, but thie $s being eyed because the number of
hospitals in economic distress is seen as a rgaramity to require proprietary hospitals.
However, a better option would be for hospitalpaotner and form joint ventures because
such collaborations are more creative and benéfmighe community. The mentality should
not be one of coming in and taking the hospitalyafs@am the community; local support of a
hospital and its providers is important. Currenthere is a national net loss of 15-20
hospitals per year, mostly in urban and suburbaasar

Larry Chewning, MHA
CEO
Sampson Regional Medical Center

Mr. Chewning began by describing Sampson Regioredibhl Center (SRMC) as a hospital
serving a rural population in southeastern Northol@a; its primary service area is most of
Sampson, Duplin, and Hartland counties, all of Wwtace rural. Approximately 40% of
patients from the primary service area are hosp&dlat SRMC, and approximately 47% of
primary service area residents’ ambulatory surgeaie performed at SRMC. Currently,
Sampson County’s population is growing and abo&b 8 its population growth is from
Hispanic workers, which has very serious impactbeaithcare services. Sampson County



also has a significant portion, higher than Nor#rdlina as a whole, of residents living below
the poverty line, and it is well-known that healitks are associated with lower per capita
income.

SRMC struggles daily to serve the 80,000 peopltsiprimary service area. Itis a classic
rural community hospital with 150 beds and an ojpggamargin from +5% to -1% in the past
five years. Mr. Chewning spends at least 25% stime working with medical staff
development, especially growth issues, becauseeahtportance of new physicians coming
to the community. He also deals with issues sgchcaess to care, financial stability, etc.

Though people ideally want to stay home for healtecSRMC realizes that it cannot, and
does not, offer some of the needed subspeciaitycest However, from a quality standpoint,
the things that they do, they do very well. Thaytigipate in a number of benchmarking
activities and their statistics are good. Regaydipecialties, “survivor” specialties are those
that make or break them financially, such as gétvascular surgery and cardiology. Though
SRMC should be, could be, and is offering all & thurvivor” specialties, they are thin in
those areas. One more provider in one of thosgatrareas would have a major impact at
SRMC as compared to in one of the more populatealsanf North Carolina.

Rural community hospitals like SRMC face riskstieit survival. They have difficulties
recruiting necessary specialists in those areadioh they are thin. They face an eroding
payor mix with an increase in the portion of thgatients that self-pay and/or are uninsured.
They also face reduced payment for services by déedicompared to facilities in more
urban areas. Unfortunately, the financial difftees in gaining sufficient payment for
services makes recruiting healthcare personnel enar difficult because they are
attempting to recruit personnel to provide the saare for less than they would make
elsewhere.

SRMC looks at several different measurement parsiéd determine whether their medical
staff is sufficient and/or how many additional piders they need in certain categories to
fully address the needs of their patient populatidhey currently have a shortage of
providers. Physicians who come to work at SRM@roftave some familiarity with rural
areas or small towns; understand there is a goalityjof life there and as professionals they
can be challenged and have a good career theratteaeted to North Carolina, especially if
from the upper Northwest or Northeast; often reegisome part of their education in North
Carolina; want to be in a small group such thay thenefit directly from their work; are
attracted to the mechanisms to forgive studentddlarough work in a rural area; appreciate
no managed care; enjoy the collegial atmospheres baercome the bias they may have
encountered previously against coming to a ruraphal.

Rural community hospitals in a defined underseia@d can put a lot on the table to attract
physicians compared to hospitals in larger areaisatte not rural or underserved. Most
recently recruited SRMC physicians have receivadraber of incentives, including signing
bonuses, payment of professional liability insusgnocome guarantees, relocation expenses,
assistance in school loan repayment, and/or assesia marketing their practice. These
benefits are available for a defined period, usuatie to two year(s), and are considered a



loan; if the physician does not stay in the areaafoertain period of time he/she must pay
back the benefit/incentive.

There were comments and questions after Mr. Chagmtalk. Obstetrics was discussed as
another “survivor” specialty that also is in troeltdlecause many people are no longer
practicing obstetrics. Obstetrics has become uasgable, mainly due to liability insurance.
Primary care physicians want hospitalists hireddlp alleviate their acute care workload at
SRMC, and SRMC is considering going from a weekamspitalist service to a five-day-a-
week hospitalist service. SRMC has no hospitalenvpractices and creation of a hospital-
owned practice would be a last resort if there vadififeculties recruiting certain specialties. If
the hospital employed the physicians in a hospi¢éasled facility, they could support them, but
physicians under an employment contract in an afffjgus setting is a better way to ensure
the viability of the practice. The emergency dépant at SRMC previously had onerous on-
call responsibilities, especially for specialtibattwere few in numbers. However, recent
changes have allowed the responsibilities to chémgerequirement of ten on-call days a
month if the physician is on an active medicalfsaafa solo practice. Patients go elsewhere
on other days.

Margaret C. Merrick, MD
President, CEO, and Co-Founder
A+ Medical Business Services, Inc.

Dr. Merrick noted that physician recruitment haaraeed. Hospital administrators have a
better handle on recruitment than many physicidms ave been practicing. Dr. Merrick’s
experience is based on community practices thatalp have between one and three
physicians. Community practices are strugglindiwitreased patient volume and complex
patients with greater needs. There is a consistemd in decreased practice profits for these
community practices. Also, the primary care phigsis are covering the needed specialty
services, but they are still being reimbursed atldhver primary care fee schedule rate rather
than the higher specialist fee schedule rate.

Practices recruit new providers to help with inseghpatient volume, on-call needs, and
community needs. However, they are not recruitinghake money for the practice because a
new physician actually decreases profits; hiringhgsician assistant or nurse practitioner is
more cost effective. In actuality, the averagectica cannot afford to hire a new physician
because new physicians often expect a sign-on boepsyment of at least part of their large
student loan debt, relocation expenses, and aysglarantee, as well as clearly defined work
hours and limited call. The total cost of hiringew physician can exceed $250,000 before
the break-even point. If the practice can afforcea physician, they cannot recoup the cost
because reimbursement is fixed, they cannot raese fand if the hospital provides the salary
guarantee any profits from the new physician gthéhospital and the new physician cannot
assist with practice overhead until the guaranieks.e Also, even after the salary guarantee
ends, new physicians often cannot generate the teariaintain their salaries since the
guarantee often exceeds what they reasonably cke. nk#ospitals can help though; they
need to maintain the competitive advantage foctramunity at large to attract and retain
physicians who have been identified as a communagd. Business and civic leaders should



also be involved. The hospital can help an esthédl practice with recruitment fees, sign on
bonuses, and student loan repayment. The doces giet the 1099 as the loan is forgiven.
However, the hospital only can give incrementahigajuarantees and the new doctor cannot
share the profits with the established practid®s.experienced practice management team is
needed to compile all of this to help practicesaratand physician recruitment, but this often
is beyond the scope of the staff in the averagenwomity practice. Further, for the new
physician to stay, his/her spouse must like tha arel have his/her own career opportunity
and job satisfaction, and there must be a reasemaibhpensation package, equitable
distribution/ownership, and an experienced, knogéedble practice management team to help
bring in his/her money.

Short-term solutions: collaboration between prastiand hospitals; accurate physician
compensation data; a practice management courssidency programs covering the basics
of medical business operations; student loan repayptions, including on community,
regional, and state levels; an understanding bgtiges that they have to compete with other
practices in the community and that patients exfmertceive services that they can get if
they go to urban areas; collaboration between jpecand colleagues in hospitals; and an
understanding by hospitals that they are the oresacan recoup the costs of recruitment
incentives.

Long-term solutions: exorbitant recruitment paclsageed to end because cannot be justified
in the long-term, and base salary should be regliscreased awareness of and utilization of
AHEC,; initiatives to assist community practices dnodpitals with Information Technology
and Practice Management Resources; and subspestigibprt via telemedicine with regional
tertiary care/AHEC centers, especially since ticlnelogy is here for telemedicine to work
but is not set up in most hospitals.

At the end of Dr. Merrick’s presentation there weegeral comments and questions. One
issue discussed was the interoperability of infdromatechnology systems and how there is a
need to resolve this issue in partnership withfélderal government. It was mentioned that
one of the greatest sources of physician interelSioirth Carolina communities is low

liability. The perception of North Carolina is thais still a good place to practice medicine,
but some are nervous about where the state asla whygoing, especially in light of the
ineffective measures to pass prospective liahigtief legislation. The importance of
communication was also discussed regarding the toeedbuild public confidence with

public disclosure through open meetings as one sefimproving communication. Another
discussion surrounded the need for more team peatttiining in medical schools and
continuing medical education. Academic medicateenshould adopt a team approach and
the team approach should also be present in regigengrams. Another highlighted need
for continuing medical education was training téphagoctors that are struggling to adapt to
performance metrics while also struggling to makésemeet.

Also, in the face of a national and state manpahertage, in the long-term there will be a
need for behavior change in the area of prevemadth and wellness, as citizens take
responsibility to change their own unhealthy bebes/i Another idea put forth was providing
support for non healthcare personnel that help ragk®ctice viable. Someone also



suggested looking at the selection process of mesdiadents and modifying it to select for
people who have the altruistic attitudes for thekw&egarding specialists, someone noted
that it can be hard to recruit specialists; comryuthoctors are congealing into large
aggregate groups where meeting the needs and akpastof the population is a real
problem. Further, the economics have fundamentaliynged the relationship between
hospitals and physicians because now in some ateepsire competitors. However, there is
an advantage in looking at the idea of the biemnisgpvhere hospitals can help physicians
looking at that business line in total, rather tharusing on isolated economic exchanges.
Finally, it was commented that the typical tertiagnters where patients go are at capacity
and the excess capacity is in the rural commuragphal but the key is getting the physicians
there in those rural communities.

SMALL PROVIDER PRACTICE | SSUES

Steve Crane, MD
Family Practice Program Director
Hendersonville Residency Program

Dr. Crane began by noting that 24% of Americans livnon-metro areas. Rural healthcare
is characterized by a physician shortage thatiméilease as physicians retire. Rural areas
also have reduced insurance coverage largely be¢chesmployer-based insurance on which
most working people depend is nonexistent.

Rural practices are more likely to be providingtebscs care, are more likely to perform a
wider range of procedures, are more likely to attégdicaid, and spend more time in direct
patient care with a median of 32-35 patients segrday. Rural physicians tend to refer the
same amount and type of patients as their mettapatiounterparts. However, there are
guality and safety concerns with rural practicesaose of the large number of patients they
must see per day, which limits their time with pats and potentially increases the possibility
of an error due to oversight. The rising costarfecalso is a concern.

Regarding satisfaction with rural practice, thene lzoth positive and negative factors.
Positive factors associated with rural practicetha¢ patient relationships tend to be deeper
and more sustained, physicians tend to be parcofranunity and play a bigger role in the
community, there is more clinical autonomy, thereare provided to medically needy, and
the quality of life in a small community is ofteetter. Negative factors associated with rural
practice include reduced access to urban centeng Imited employment opportunities, and
limited time away from the practice because timayurdens those, often few, left behind.
From Dr. Crane’s personal experience, the key fagtodeciding on rural practice are: the
lifestyle, as many want to go back to small towotsaand values though they do worry about
call, professional isolation, and the daily griedpnomics because they worry about how to
repay educational loans; family issues, especsahpols for their children and spouse
employment; and community service because many meéicine providers enjoy being a
health leader in their community.



There are two main options to consider for imprguiaral physician recruitment and
retention: there could be a more focused strateggdruit rural medicine candidates or there
could be design and development of a better sysfenral medicine. Dr. Crane’s personal
feeling is that even if you get all of the bestdidates, unless you fix the system, you will not
get and keep the physicians in the rural areasbetier recruit rural medicine candidates,
programs should be strengthened and establishiddritfy and nurture students likely to
practice in rural areas. Nurturing includes prawydadditional training/support in
“entrepreneurial” practice management and additibaaing/support in community
leadership. A better system ideally would invalgducing overhead costs, redirecting
money to primary care/innovative health financiagg primary care case management
networks. The goals of a reformed rural health eh@culd be more primary care providers
to serve isolated populations, improved retentiower out of pocket cost of primary care,
open access to reduce barriers to care, and bsdfer,care. One way to develop this new
model is by promoting low-overhead practice modstsch would improve access to care,
preserve provider income at lower volumes of cang, improve quality. Another way to
develop a new model is through creating a franekitgemodel for primary care case
management networks through which a network oftee could be created. The networks
can provide economies of scale, which would helmaking items such as electronic health
records more affordable, and there also is a Ipoefer in networks, including administrative
and peer support. A third way to develop a neweh@ithrough creation of innovative
financing techniques. Of note, malpractice isan&ey issue; it is not the crisis in primary
care that it is in other places or specialties.

Domingo Rodriguez-Cue, MD
Family Medicine
Martin General Hospital

Dr. Rodriguez-Cue described the challenges he facesdaily basis, which include
devaluation of services such that physicians amkiwg harder and making less, large
amounts of paperwork, decrease in the joy factopfoviding medicine, payment only for
fixing something and not for quality or preventiomgre difficulty with collections,

increasing practice overhead, difficulty in reangtresidents, and rising malpractice where
people sue for bad outcomes instead of true mdlpeacTo optimally train physicians for
rural care, rural residency programs are the bieffiiciency also is important to learn because
it Is very important in a rural practice.

Dr. Rodriguez-Cue’s suggestions are to change #taad of training to better prepare
doctors for: dealing with patients; creating boridgroving informatics capabilities and
efficient use of information software; being aggres with practice management (PM),
collections, low overhead, and management; creatiifg-long support network; and looking
at prevention.

At the end of the presentation, there were sewaraiments and questions. Regarding
interoperability, several commercial based eledtramedical records (EMR) provide
physicians with more interoperability. In genegal,electronic structure for medical records
and information is what some feel should be offéenstead of guaranteed incomes because of



the efficiencies gained through using EMR. Howeweother person commented that EMR
do not always work because medicine does not hawnelards for exchanging data, which
makes it difficult to develop a system to work farger groups. There need to be standards
set so data are interchangeable; this needs tmbeh the list of what is coming at the state
level. Another comment also revealed that thebeeefit of EMR in primary care was found
to go to the payers, not the providers, so thatrthestment is not clear-cut when it comes to
primary care EMR use. One person responded th& BMe increased their patient volume.
However, they said that they have a difficult ceiseake with residents to encourage them to
be efficient, so they tell them that if they becomere efficient they will have a better quality
of life. EMR improve life for the staff and the y#icians, but the difficulty is implementing

it. Academic medicine and Area Health Educationt€eprograms can take the leadership
role in educating practitioners on how to impro¥feceency. Not everyone agreed that EMR
increase the number of patients seen, and sudgest tan have the opposite impact. Dr.
Rodriguez-Cue noted that EMR are not customizabfgtient/provider needs, rather
physicians must learn to work with the EMR to depethe efficiency that they allow.
Regarding the low overhead issue, it was notedthieae are a couple of models for reducing
overhead, such as a group practice where the pagsibave a central area where all
overhead is paid by lab revenue or EMR, and thev@30no insurance model with one
support staff person and no paperwork. In resptmascomment about how much overhead
has increased and the difficulty of designing anRE8§stem, it was pointed out that providers
have the ability to put pressure on these compaaissll these products for less. Also,
regardless we will have to find ways to lower oeaxth and be more efficient, such as through
integrating more care with nurse midwives, behalibealth specialists, and other allied
health professionals, towards an outcome of mdigegit physicians and better patient care.

POTENTIAL RECOMMENDATIONS
Pam Silberman, JD, Dr PH

Dr. Silberman began by reminding everyone thantiad¢ meeting will most likely be in July
and will focus on the recommendations. She th&adg we were missing any
recommendations. There was a comment that EMRIdIheubuilt into the
recommendations, possibly in terms of Area Heaftbhdation Center training or regional
health information organizations. In terms of naiealth, it was commented that there is
not a lot in the recommendations on the use oflewdls and other providers like social
workers and the need for change in policy in otdentegrate those providers. Another
comment was that there are recommendations toasersupply but that does not make sense
if people are having difficulty finding jobs. Hower, the response was that, for the most
part, nurse practitioners (NPs) and physician ts#is (PAs) are not having trouble finding
jobs in North Carolina, though certified nurse midegs (CNMs) do have difficulty. There
also was a comment regarding the worldwide short@gdysicians and clinical personnel.
Worldwide efforts will be to not have physiciangdanternational medical graduates come to
the US and western Europe, but will strengthermgite to keep practitioners in other areas.
Finally, someone commented that there are a Ia@fmmendations and asked whether any
would be removed. The response was that pricgitpmmendations may be highlighted in
the issue briefs while other recommendations mapndladed in an appendix. Also, a
recommendation can be removed from the list ifdhermgreement that it is not a good idea.



