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Lehigh Valley Health Network 

▪ Premier academic community hospital 

▪ 90 miles west of New York City 

▪ 60 miles north of Philadelphia 

▪ University of South Florida College of 

Medicine 

•Regional campus 



Who We Are 

▪ Largest academic 

community hospital in PA 

▪ 3 hospital campuses 

▪ 981 acute care beds 

▪ Revenues of $1.8 Billion 

▪ 54,056 admissions 

▪ 173,678 ED visits 

▪ Magnet Hospital 

▪ Employees – 11,967 

▪ Medical Staff – 1,193 

▪ Largest Level 1 Trauma 

Center in region 

▪ Certified Comprehensive 

Stroke Center 

 

 

 



Awards and Recognition 

▪ Top Hospital in 2011 

Recognized for 17  
consecutive years 

4th year in a row 

Incl. 65 out of 1200 





Lehigh Valley Physician Group 

 Subsidiary of LVHN (501c3) 

 Started in 1994 

 Currently 600 physicians + 275 APCs 

 145 practice sites 

 400,000+ unique patients 
• Almost half the population of our primary service area 

 2,600+ employees 

 Anticipate growth to 1,000 providers by year end 
• Over 50% of LVHN’s medical staff 

• Touch over 80% of LVHN inpatients 

 Projects for 1.8 million visits/year 

 $400M operating budget (almost 25% of LVHN) 



Lehigh Valley Physician Group 
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▪ Summary 



Old Compensation Plan Philosophy 

▪ Market-based 

•By specialty 

•Survey data from 3 independent sources 

▪ Customization 

•Adjust for team or individual performance 

•Consideration of other factors 

– Program-based achievements and development 

– Academic roles (non-wRVU generating) 



Old Compensation Plan Types 

Base salary + 

wRVU incentive

10%

Base salary + 

wRVU incentive 

+ goals bonus

16%

Guarantee (12 - 

24+ months)

6%

Salary

10%

Per-Diem

10%

>50% wRVU 

based

14%

Base salary + 

goals bonus 

(non wRVU)

34%





LVPG Compensation Journey 

▪ Overview 
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▪ Compensation I 

•Clinical base salary 

•Value adjustment / Value reserve 

•Physician Incentive Plan 
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Physician Compensation I 

▪ Why re-design: 

Rapid growth, resulting in 39 different comp plans 

Lack of aligned incentives 

Starting to impact LVPG’s financial performance 

▪ Guiding Principles: 

Fair market value pay across the specialties (productivity) 

Align incentives 
– Physicians, medical group, network 

Engage physicians 

Standard, transparent and consistent methodology 

Accountability 

 Improved budget process and accuracy 



Compensation I Plan 

▪ “The Snowman” 

• Incentives 

•Productivity 

Adjustment 

•Base salary 



Compensation I 

▪ Base salary 

•Market-survey 

based: 

– 85% of median 

– Corresponding 

wRVU 

expectations 

Value 
Adjustment 

•high 
producer 

• experience 

 



Compensation I  

▪ Value Adjustment (VA) 
• Salary increase for high 

production & experience 

▪ Value Reserve (VR) 
• Salary withhold & earn back 

• Metrics: 

– Growth 

– Citizenship 

– Costs 

– Quality 

– Education/Research  

Value 
Adjustment 

• high 
producer 

• experience 

 



Physician Incentive Plan 
(PIP) 

Funded by each practice’s financial performance 

• Better than budget 

50% of positive practice margin equals PIP $ pool 

Align incentives (practice, medical group, network) 

Eligibility: 

• Satisfactory performance evaluation score 

• Employed entire year 

Maximum distribution = 10% of salary 

Metric “switches” for distribution methodology 



Metric Switches for PIP Distribution 

Practice favorable “margin”     30% 

• Revenue – expense 

LVPG favorable “margin”      40% 

• Revenue – expense 

LVHN: Operating margin > budget  30%

  



LVPG Compensation Journey 

▪ Overview 
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▪ Compensation I 

▪ Compensation II 

•Review / Elimination of Value Reserve 
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•Measurement system 
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Compensation I Challenges 

▪ Clinical base salary can be confusing & insulting 

▪ Value Adjustment is difficult to predict 

▪ Value Reserve is inconsistent and met with 

resistance  

▪ PIP achievement met with skepticism 



Value Reserve Solution 

▪ Since withhold interpreted as a penalty…eliminate 

▪ Incorporate basic expectations into performance 
evaluation 

▪ Standardize performance metrics across LVPG: 

• People – LVPG meeting attendance (citizenship), 
professional development 

• Service – patient satisfaction, access/schedule 
standards 

• Quality – align w/ LVHN and PHO goals 

• Cost – achieve budget targets 

• Growth – align w/ department and LVHN goals 

• Education/Research - departmental 



CARTS Model 

linical 

dministrative 

esearch 

eaching 

trategic 



Paycheck Salary 

BASE SALARY 

▪ 85% of Median Total Cash Compensation 

▪ Fair Market Value survey publications 

CARTS 

▪ Clinical: Productivity greater than 85% of 

Median, based on $/wRVU 

▪ Administrative, Research, Teaching, and 

Strategy: Budgeted FTE allocations and 

corresponding market-based stipends 



PIP 

▪ Aligns practice, LVPG, LVHN 

▪ Guard against budget “gaming” with: 

• look at growth c/w prior year 

•survey data for comp & productivity 

benchmarks 

▪ Opportunity to include APCs (PIP = 

Practitioner Incentive Plan) and staff (pilot) 



End Result 

III. PIP 

II. CARTS 

I. Base Salary 

Salary 

Total 
Cash 

Compensation 



Measurement of Productivity 

▪ Corridor System 

▪ Salary Adjustments 

▪ 4th Quarter Adjustment 



Current Compensation Model 

▪ Prospective planning of wRVU (budget) 

▪ Corridor monitoring and reports 

▪ Potential quarterly adjustments 

• First quarter +/- 15% 

• Second quarter +/- 10% 

• Third quarter +/- 5% 

• Fourth quarter +/- 1% 

▪ Chair and Physician Executive Director of LVPG 

approval required for corridor adjustment relief 



Corridor Salary Adjustments 

▪ Adjustments to salary may be made if wRVU productivity 

in any quarterly review falls outside of the corridor range. 

▪ Adjustments in Quarters 1, 2 or 3 are not retroactive. 

+/- 15% after  
1st Quarter 

+/- 10% after  
 2nd Quarter 

+/- 5% after  
3rd Quarter 

+/- 1% after  
4th  Quarter 

Corridor Upper Limit 

Corridor Lower Limit 

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 

Corridor Upper Limit 

Corridor Lower Limit 

-20% 

Jul Aug Sep Oct Nov Dec Jan Feb Mar Jun 

-15% 

-10% 

-5% 

0% 

5% 

10% 

15% 

20% 

Apr May 



4th Quarter Adjustment 

▪ Within +/- 1% of budgeted wRVUs 

•No action required 

▪ Outside +/- 1% of budgeted wRVUs 

•Requires salary adjustment 



wRVU Above +1% Corridor  

▪ 1% corridor threshold subtracted 

▪ Difference between actual and budgeted 

wRVUs paid in lump sum 

▪ Adjusted salary difference added to 

practice expense (for PIP calculation) 

 



Example 1: Provider with 6000 wRVU finishes year 130 wRVIs 
(2%) better than budget. They would receive a clinical settlement 

payment for the salary difference. 

Month Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun YTD 

Committed 500 500 500 500 500 500 500 500 500 500 500 500 6000 

Actual 530 520 560 560 430 490 560 430 560 560 500 430 6130 

Variance% 6% 5% 7% 9% 4% 3% 4% 2% 3% 4% 4% 2% 2% 

UpperBound 18% 17% 15% 13% 12% 10% 8% 7% 5% 4% 3% 1% 

LowerBound -18% -17% -15% -13% -12% -10% -8 -7 -5% -4% -3% -1% 

Salary 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 210000 

Settlement 

Clinical planned wRVU                                                6000 Actual wRVU                                                       6130 

Clinical salary for planned wRVU                          210000 1% corridor                                                              60 

Adjusted wRVU number                                   6070 

Salary commensurate w adjusted wRVU  212450 

Difference of adjusted and realized salary     2450 

25% 
20% 
15% 
10% 

5% 
0% 

-5% 

-10% 
-15% 
-20% 
-25% 

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun 

Variance% 
UpperBound 
LowerBound 



wRVU Below -1% Corridor 

▪ 1% corridor threshold added 

▪ Difference between actual and budgeted is 

applied as a salary adjustment to next fiscal year 

• Salary adjustment occurs in 18 bi-weekly pay 

periods 

• Option to make shortfall in one-time salary 

adjustment 

▪ Adjusted salary difference credited to practice 

revenue (for PIP calculation) 



Example 2: Provider with 6000 wRVU target finishes year 160 wRVUs (-3%) 
worse than budget.  They would receive a clinical salary adjustment for 
the next FY salary.  The total salary adjustment would account for the 

difference the under the 1% corridor.  

Month Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun YTD 

Committed 500 500 500 500 500 500 500 500 500 500 500 500 6000 

Actual 480 520 480 560 430 460 560 430 500 560 430 430 5840 

Variance% -4% 0% -1% 2% -1% -2% 0% -2% -2% 0% -2% -3% -3% 

UpperBound 18% 17% 15% 13% 12% 10% 8% 7% 5% 4% 3% 1% 

LowerBound -18% -17% -15% -13% -12% -10% -8 -7 -5% -4% -3% -1% 

Salary 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 17500 210000 

Settlement 

Clinical planned wRVU                                                     6000 Actual wRVU                                                            5840 

Clinical salary for planned wRVU                              210000 1% corridor                                                                   60 

Adjusted wRVU number                                       5900 

Salary commensurate w adjusted wRVU     206500 

Difference of adjusted and realized salary     -3500 

25% 
20% 
15% 
10% 

5% 
0% 

-5% 

-10% 
-15% 
-20% 
-25% 

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun 

Variance% 
UpperBound 
LowerBound 



Impact of Compensation Plan II on 
LVPG Financial Performance 

New Comp Plan 
(# Physicians) 

PIP 
($ payments) 

LVPG Variance 
(c/w Budget) 

FY ’09 (5.38M) 

FY ’10 68 336K (7.28M) 

FY ’11 130 1.09M 2.83M 

FY ’12 322 1.56M 4.52M 



LVPG Compensation Journey 

▪ Overview 

▪ Baseline 

▪ Compensation I 

▪ Compensation II 

▪ Compensation III 

•Evaluation of Productivity 

•Value-based Incentive 

▪ Summary 



Compensation II Challenges 

▪ Expectation of >= median work and 
meeting budget: 

•Applied to everyone 

•Gets impacted by strategic moves (with low 
output) 

▪ CARTS 

•CARTS has the elements of VA 

•Sources of “ARTS” funding $$’s need to be 
understood and transparent 



Productivity Considerations 

▪ Low producers: 

•Manage or dismiss low producers 

•Pay at appropriate level 

•Understand effect on entire group 

•Chair’s assistance: 
– Not giving special deals 

– Applying to all new hires 

– Help manage productivity 

▪ High producers: 

•Comp plan can’t be viewed as punitive 



Productivity Considerations 

▪ “Average” producers 

• Increase incentive to perform  

• Improve productivity 

•Better financial outcome for all 



C 

B D 

A 
Greater than median compensation 

Greater than median productivity 

Greater than median compensation 

LESS than median productivity 
LESS than median compensation 

LESS than median productivity 

LESS than median compensation 

Greater than median productivity 

Total Cash Compensation Percentage of Median 

w
R

V
U

 P
ro

d
u

ct
iv

it
y 

P
e

rc
e

n
ta

ge
 o

f 
M

e
d

ia
n

 

0% 
0% 

Practitioner wRVU Productivity and Clinical Cash Compensation 
(Physician production numbers include APC work) 

LVPG Physician Clinical Median, 

104% TCC, 111% billing wRVU 

 

20% 40% 60% 80% 100% 120% 140% 160% 180% 200% 

20% 

40% 

60% 

80% 

100% 

120% 

140% 

160% 

180% 

200% 

22% 

45% 20% 

13% 



Psychiatry 

Obstetrics/Gynecology Surgery 

Pediatrics 

Internal Medicine 

Clinic 
Family Medicine 

Emergency Medicine 
Oncology 

Total Cash Compensation Percentage of Median 
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Clinical Base Salary (CBS) 

▪ 85% of Median (= 25th %tile) 

▪ Educate misconception of CBS vs Total 

Cash Comp 

•Developed for new grads! 

•Corresponding 25th % for base salary and 

productivity 

▪ Remember CBS + CARTS = Actual Salary 



CARTS 

▪ CARTS: 
• Accuracy of clinical FTE is paramount 

• Minimum LVPG productivity expectation = median wRVU 
(adjusted for clinical FTE) 

– Goal is 60th percentile  

– Allow for clarity and performance feedback 

– Move control of schedule to practice leadership 

– Higher productivity results in higher compensation 

▪ CARTS: 
• Develop/implement consistent methodology and 

budgeting 

• Requires job descriptions and productivity 
expectations as well 

• Review current state for non-clinical FTE 



LVPG Value-based Incentive Plan 
(VIP) 

▪ Purpose: To reward practitioners for Value-based 

 activities with NEW $ into current  

 compensation plan 

▪ Start: FY 2013 

▪ Amount: $5K per eligible physician into VIP pool, 

 $2.5K per eligible APC into VIP pool  

▪ Payout: October of following Fiscal Year 

 Tiered distribution methodology 



 VIP SCORING GRID 

Points 

 

People  
 

Annual 
Performance 

Evaluation 

 

Citizenship  
 

Monthly 
LVPG 

Membership 
Meetings 

Patient 
Satisfaction  

 
Press Ganey Overall 
Practice Percentile 

Ranking 

 

Learning 
 

Completion of 
Assigned LVPG 

eLearning 
Modules 

Quality 

 
Eligible for MU 
attestation by 

December 31 of 
each Calendar 

Year 

 
 

Otherwise - Coding 
and Compliance 

20 
Performance 

evaluation  
score >= 3.0 

Attend 8-10 
meetings 

>= 90th percentile 
100% of 
modules 

completed 

Successfully 
attested  

for MU by 
deadline 

High coding and 
compliance 

accuracy rate 

15   
Attend 6-7 
meetings 

>= 75th percentile  
and < 90th 
percentile 

>=75% and 
<100% 

    

10   
Attend 4-5 
meetings 

>= 50th percentile  
and < 75th 
percentile 

>=50% and 
<75% 

  
Moderate coding 
and compliance 

accuracy rate 

5   
Attend 2-3 
meetings 

>= 25th percentile  
and < 50th 
percentile 

>=25% and 
<50% 

    

0 
Performance 

evaluation  
score < 3.0 

Attend < 2 
meetings 

< 25th percentile <25% 
Did not meet MU 

attestation 
requirements 

Low coding and 
compliance 

accuracy rate 



Impact of Compensation Plan III on 
LVPG Financial Performance 

New Comp 
Plan 

(# Physicians) 
PIP 

($ payments) 
LVPG Variance 
(c/w Budget) 

FY ’09 (5.38M) 

FY ’10 68 336K (7.28M) 

FY ’11 130 1.09M 2.83M 

FY ’12 322 1.56M 4.52M 

FY ‘13 (Thru 2Q) 353 6.01M 
(Annualized = 12.02M) 



LVPG Compensation Journey 

▪ Overview 

▪ Baseline 

▪ Compensation I 

▪ Compensation II 

▪ Compensation III 

▪ Summary 



Assessment of Current State 

▪ Provider comp market is moving quickly 
• Demand >> supply 

• Market survey data already stale (1.5 years behind) 

▪ Recruitment and Retention remain challenges 

▪ Paying more for less (higher $/wRVU) 
• Changing workforce demographics and expectations 

▪ What keeps us up at night: 
• Financial pressure of increasing demand for non-clinical FTE time 

– Both salary expense and revenue loss 

• Reaching the flat part of productivity curve 
– Provider burnout 

– Decreasing opportunity for more revenue to offset expense increases 



LVPG Compensation Summary 

▪ FY’08 through FY’12 

•52% growth in providers 

•83% growth in patient visits 

▪ 3 compensation plan modifications 
resulting in 

•More accurate budgeting 

•Better than budget performance 

▪ Future steps 

•Move from volume to value 



Question for the Group: 

▪ What has your organization done with 

regards to physician compensation as we 

move from “Volume to Value”? 

• Incentives – New $$.... Or withhold & earn 

back? 

•What % of compensation is related to value? 

•Value metrics utilized? 

•PCMH? 



Contact Information: 


