Organizational
dysfunctionitis

A disease caused by medical practice mergers

Janet Robinson (a pseudonym), the man-
ager of a newly merged, 20-member prac-
tice, Metropolitan Surgical Specialists, is
distressed. She says, “The physicians will
walk away from the deal in the next month
if we don’t solve some problems.” In fact,
she is so distressed that she has given her
resignation notice.

Metropolitan Surgical Specialists (not the
real name) had been formed from two suc-

cessful groups with long histories in‘tbe Diagnosing the problem:
community. All physicians had participated
in the merger discussions and had handled the sym ptO ms

compensation, office design, staffing, fees,
computers and finance issues using the
region’s best legal and financial consultants.
The merger's component groups represented
nearly 90 percent of the surgeons within
their specialty in the community. The new
practice location cost less than the two
previous offices,

But eight months after the merger, the
physicians were about to call it quits, vic- .
tims of a disease called “organizational A blurry picture
dysfunctionitis.”

What went wrong?

To begin, Robinson scheduled individual
meetings with an independent third party
and the physicians and key staff members.
These sessions preceded a daylong retreat
and gave each physician and supervisor an
opportunity to speak confidentially.

Once the discussions commenced, the
issues quickly became clear.

The process of merging medical practices
often obscures the original motivations. To
avoid accusations of favoritism, many physi-
cians, like those at Metropolitan, select new
. ) ) ) ) accountants, attorneys, pension administra-
The process of merging medical practices  tors, banks and suppliers. But the new advi-
) ) o ) ) sors’ and vendors’ lack of familiarity with
L'_--"_f;. ten obscures the o riginal maotivations.  the organization, or with medical practices
' i in general, may generate less-than-optimal
advice.




When asked why they decided to merge
their practices, physicians often answer “to
get bigger.” They believe bigger practices can
squeeze more out of each dollar collected,
demand better treatment from payors, draw
more patients, let physicians work less and
make more. Unfortunately, few of those
expectations are valid, and frustration results
when the advantages don’t materialize.

Practices need a clear strategic vision of
the new entity. Will the merger:

* Combine clinical skills into a practice
that can serve a new group of patients
and generate more revenue?

o Allow for a new office to serve a new
market?

¢ Allow statfing efficiencies to reduce
overhead?

* (reate tinancial strength to justify buying
new technology to enhance human
resources?

Those are valid reasons to merge. Getting
bigger is not one of them.,

Metropolitan envisioned an environment
where the physicians could further special-
ize (a good plan) and work less (unrealistic).
Under the pre-merger scenario, if two physi-
cians were needed to provide call coverage
for 10 busy surgeons, it probably would
take four physicians to cover the patient
load of 20 in the postmerger scenario. Work
doesn’t get easier — it just gets different.

The newly merged group’s plans for sub-
specialization would have allowed for the
development of greater clinical skills and
attracted patients from the nearby teaching
hospital. Unfortunately, Metropolitan’s
physicians never got beyond disappointment
over the workload.

New problems call for
new solutions

Most medical practices have essentially
three job types: physicians, front-line staff
and managers/supervisors. The first two jobs
don’t change, regardless of the size of the
practice.

What does change dramatically is the role
of the practice manager. The manager who
zould support and motivate five employees
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may not be able to handle 10; the manager
who could keep his or her fingers on the
pulse of 10 physicians may crumble under
the challenges of 20. Administrative com-
plexities increase proportionately to the
number of physicians.

Metropolitan’s leaders faced a new envi-
ronment — and were overwhelmed. They
clung to the belief that “the old way was
better” and communicated it to staff and
physicians. Morale sagged. Employees
pointed out that “their” practice never had
these problems, and the problems must,
therefore, be the fault of staff from the
“other” practice.

No one considered that new problems
called for new solutions. The physicians, try-
ing to be fair, had split supervisory positions
among staff from each practice based on
tenure, not skill. Overloaded supervisors
brought problems to an overwhelmed man-
ager who brought issues to physicians who
had never worked in a large practice. Since
no one had experience in a bigger environ-
ment, they identified problems but could
not solve them. Uncertainty resulted in cau-
tion, which caused inaction, which gener-
ated frustration, which sparked a heated
confrontation between the manager and
staff. Organizational chaos reigned.

Phantom management

Supervisors and staff took problems directly
to the physicians. Supervisors became polar-
ized by their physician loyalties. Employees
who didn’t like supervisors’ instructions
took complaints to physicians from “their”
practice, and the physicians often sided with
“their” staff. Supervisors felt impotent, staff
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felt empowered and physicians realized
things were out of control.

Many medical group physicians make
decisions by consensus. Double the size of
the decision-making body, add new person-
alities and the decision process grinds to a
halt. None of Metropolitan's physicians had
leadership experience outside medical staff.
Without a strong and etfective practice man-
ager, attempts to forge a new culture stalled.
Because problems weren’t getting resolved,
because employees were in revolt, the physi-
cians believed they should pull the plug on
the merger.

Metropolitan had to refocus physicians’
attention on the benefits of the new practice

if it was going to survive, Staff would feel
less threatened if the physicians publicly
supported the merger. A strong manager
could develop and implement operational
procedures.

The daylong retreat clarified physicians’
frustration: the eftort required to perform
various patient care responsibilities, Com-
pounding the problem were inefficient office
scheduling, cumbersome surgery scheduling
and an accounts receivable system causing
cash flow problems. The circle was closing.
Organizational paralysis prevented timely
solutions to operational problems, political
issues prevented the manager from overcom-
ing the functional logjam, and the resulting
inefficiencies demoralized the physicians.

The medicine works
but tastes bad

When practices finally recognize that
they're sick, organizational dysfunctionitis is
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far advanced. Within a month of the plan-
ing retreat, Metropolitan's physicians
mulled a feature of the employment con-
tract that allowed them to leave without
penalty. During the interviews, each physi-
cian said that his/her first choice was to
make a success of Metropolitan — but s/he
‘Wwas keeping options open.

When Robinson gave notice, the group
advertised for a new manager. None of the
‘applicants had dealt with mergers, and none
‘had managed 20 specialists. Now was not
the time to learn on the job.

Metropolitan’s transition required an
[interventionalist practice manager (see box).
It had no other option. Metropolitan hired
an interim administrator who could make
necessary — if unpopular — changes. A per-
manent administrator — an operationalist —
could fine-tune practice operations.

Introspection points
toward solutions

The practice needed to regain stability,
Supervisors had to focus on common goals,
and staff had to do their jobs and not ques-
tion every instruction. Physicians had to
withdraw from day-to-day decisions. Super-
visors needed to understand that they
should first review issues with the practice
manager. And they needed to stay in touch
with staff and maintain the lines of
communication.

Supervisors were asked to write a brief
report on:

* What thev had accomplished since the
merger;

* What thev had tried but failed to achieve;
* What was left unfinished; and
® What they needed to be successful.

The exercise showed that people had
focused on fighting fires, not preventing
them; that important process-building tasks
were still active; and that barriers to success
were objects, such as printers, computer ter-
minals and modems. Soon, supervisors got
their requests approved so that nothing
stood between them and success. The
impact was dramatic. Supervisors started

bringing new ideas to their (new) weekly
meetings. They began to help each other.

Next, the practice staff identified external
factors that prevented efficiencies. The top
three: time needed to schedule surgeries,
insurance verification and surgery precertifi-
cation. When the surgery scheduling super-
visor was included in meetings with hospital
administration, she went from a “but-we-
always-did-it-this-way” mentality to a
“what-if-we-try-this” attitude.

The physicians authorized tough negotia-
tions with payors to streamline administra-
tive requirements. Metropolitan told payors
it would work on the basis of presumptive
presurgery approval with retrospective audit-
ing. The clinical supervisor devised a new
approach to schedule diagnostic studies. The
progress boosted staff morale, and people
began to seek solutions, not more problems.

Dysfunctionitis cured

The date for physicians to leave the practice
came and went. All practitioners remained
— and are now recruiting new members.
They even voted to replace their productiv-
ity compensation plan with an equal-share
design to reap rewards of working together.

Mergers can allow practices to meet the
strategic and economic challenges of the
marketplace, but watch out for the early
symptoms of organizational dysfunctionitis,
If untreated, it can be fatal. X
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Two types of group managers

I nterventionalists and operationalists represent two types of group
practice managers, each effective in a particular environment.

The interventionalist thrives on chaos, focusing on key issues, offering
leadership and vision. But once problems are solved, the interventionalist

becomes bored.

The operationalist builds teams, encouraging employees to develop
and refine skills. S/he takes time to find the best solution for each prob-
lem and gain group consensus. But during a crisis, the patient will die
long before an operationalist takes corrective action.

Which type of manager a practice chooses to recruit should depend on
its current situation — stable or chaotic — and the challenges accompa-

nving each environment.



