
Goal

 
Create a business plan for a medical practice

Objectives

1. Create a new pediatric practice.

2. Employee a staff.

3. Understand and compile evidence for a practice to compete successfully in a community.

4. Understand and compile information on the industry that exists within a geographic area. 

5. Understand and explain the medical insurance make up of the area.

6. Describe the need for a private practice in a geographical area based on the pediatric census.

     The most important step in the development of a business is constructing a business plan. The plan acts as a guide for the prospective investor such as a lender. The practice that is being developed is a start up practice. Therefore, financing will be needed in order to establish the business. It also acts as a road map for the owner to follow for future success and guidance. 

     The plan is composed of several components that are essential. 

They are:

1. Executive Summary

2. Company Profile

3. Industry Analysis

4. Competition Analysis

5. Marketing Plan

6. Operations Management

7. Financial Plan

In this lesson we will discuss the first four components.
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     The executive component gives a short synopsis of the practice. It is essentially the introduction to the business proposal. The formal name of the business that has been used to incorporate is stated. The geographical address and contact information is also listed.  These contacts should include the phone numbers, fax numbers and website address and email.

     The type and corporate structures should be listed. 

The population that will require the service should be discussed. The age groups and geographical scope of the patient population is mentioned. It also describes the ability of the business to meet the demand for the service it provides.

     A mission statement should be incorporated into the summary which encapsulates the purpose and nature of the business. This elaborates on the purpose of the business, who it serves and the service it provides. It also describes those that will benefit from the service. Advantages over the competition are also described briefly. These advantages can include the location, reputation of the physicians or specific and unique services provided. This summary should be the opening page to the business plan.
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The company profile is a snap shot of the practice. It is an objective description of the structure of the company. This part of the plan allows the investor to get an overview of the business in a superficial manner. It usually includes the formal name, date of incorporation, the corporation type, office locations, contact numbers and email/websites. The stage of development that the practice is currently in should be expressed.

   
The employee hierarchy and structure can be discussed briefly. This includes the officers of the corporation and their respective titles. The names of the physicians that are employed and the staff member titles and positions should be described.  The investor should be able to in a glance size up the practice and its’ composition. 

The patient base is included along with the health insurances accepted by the practice. This should include a breakdown of the ages of the patients along with the total number of patients. Also a listing of all hospitals attended should be included.

    
 Before developing this plan the owners must decide which insurance plans to accept and get credentialed with these plans. In a later module, we will discuss this process. The insurance make up of the practice should be discussed along with the number and ages of the patients that are enrolled in that insurance. Also an estimation of the number of newly acquired patients per month should be included. Remember that all practices lose patients monthly also. A net gain should be discussed. 
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     The industry analysis is often elusive and difficult. However it is the most important piece of information when determining if the business will be successful at the current location. The purpose is to define the environment where the practice is based. This definition includes the current services in place for prospective patients. The pediatric population within a reasonable radius of the practice should be defined and tabulated in an estimate for discussion. For instance, if the practice was being set up in an inner city community, the census of pediatric patients in that community would be discussed. This may only be a few blocks of the city since it is densely populated. However a rural practice may need a radius of several miles to properly assess the current needs of the community.

     Also an explanation of insurance reimbursement should be included. This requires a study of the actual insurance companies in the area and the percentage of patients that would carry these insurances. Most physicians are credentialed with several companies to broaden the scope of their practice.           

      A realistic appraisal of the revenue that would be obtained from the companies should be delineated. This appraisal should be general and state the percentage of monies received that are charged to the insurance company or patient. The fee and the reimbursement are usually very different. Obtaining fee schedules from insurance companies is difficult. They often will only reveal these to contracted providers. Physicians are not allowed to discuss their reimbursement terms with other physicians. As a general rule, most companies reimburse at 65 to 75 percent of the fee charged. For our purposes, insurance companies will be assigned to each group and a sample fee schedule will be given to each group for the insurances. 
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     The competition analysis is exactly what it says. The competing practices in the area should be identified and explored. It is crucial to understand the competition before settling on a location for business. An area saturated with pediatricians would be difficult to found a successful new practice.

     The analysis may differ depending on the location. A rural setting may need to include a larger radius since practices may be few. Conversely, an urban setting may include just a few blocks of the neighborhood in the analysis.

     The advantage over these businesses also must be discussed. The competition should be studied and researched. Their basic make up and services should be known. These advantages should include location, services offered, proficiency of the physicians and reputation. Also the hospital privileges should be identified. Specific services for the disabled may be offered or other services of the medical home. The physicians’ resumes should be added here. The discussion of the business’s advantage over the competition should be detailed in as many ways as possible. 

      An estimation of the total pediatric population with a break down of the number of patients currently being served by these practices should be discussed. Also the differing insurance break downs of the practices should be detailed and the financial advantage discussed.

     The finished product should tout the best attributes of the business. The spotlight should shine on the business in an honest and forthright manner. This plan is the blue print for the development of the business.

The plan should be as detailed as possible. Below are more references for examples.

www.sba.gov
www.myownbusiness.org
www.businessplanarchive.org
 The Business Plan
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Lesson 2

Devise a business plan with the following components:

1. Executive summary



Mission Statement



Description of the practice



The population served geographically and insured.

2. Company Profile

a. The Name of the business.

b. The website and contact information.

c. The employee composition of the practice. There will be only three physicians in all of the practices. Pick three of the group members.

d. Location: predetermined as stated in the last assignment.

e. The corporate structure

f. Status of the corporation: All groups are start up practices.

g. The service that is provided.

h. The hours of operation.

i. The names of the owners and employees of the practice.

j. The hospital affiliations of the practice. Each group should choose actual hospitals in the assigned area.

k. Insurances accepted.

i. Group 1 : appendix A
ii. Group 2: appendix B
iii. Group 3: appendix C
iv. Group 4: appendix D
l. Total number of patients in practice. Discuss the number of new net patients per month.

3. Industry Analysis

a. Determine the pediatric socio- economic population census for your area of practice.

These numbers should be real and determined by researching the census numbers in the area. The group may use www.census.gov as a resource for these numbers.

b. The insurance breakdown of your area. For instance the percent of patients with medical assistance, private fee for service and HMO should be determined. Again attempt to base these numbers on real evidence in the area of your practice. The census website again is a great resource.

4. Competition Analysis 

a. Determine the neighboring practices in your area. Real practices should be named. An estimation of the populations of those practices should be described. 

b. Discuss the advantages and disadvantages that your practice has over the competition.

c. Physician and provider resumes of the practice should be discussed.  Discuss how the practice will attain new patients and give an estimation of monthly new patients from each resource.

Remember to contact your preceptor with any questions. They will be happy to help you and will review your work if you wish. All residents should participate in the exercise!!!
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