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SQUASHING

oadal

Debunk 9 reasons ne of the most common questions
I'm asked is how to compensate associ-

!
Why Prosal won t ate veterinariuns properly. Some time ago, |
Work—and learn developed a method called ProSal, which com-

s - bines a guaranteed salary base with a percentage of an associate's
hOW thlS mix production. It's now one of the most common forms of compensation
used In veterinary practices, but It's often misunderstood or Inappro-
of base salary : , sarkls i o
¢ priately applied. Practice owners say, “We pay our associates based on
and prOd uction the ProSal method,” but when | dig a little more, it turns out to be some
mutant system and not ProSal at all. Let’s see if we can clarify how ProSal
percentage can work

, is supposed to work and squash some of the common myths.
for your associates.

DOCTORS RECEIVE PRODUCTION CREDIT
FOR EVERY TRANSACTION CLIENTS INCUR.

First, some definitions. Production is defined as “the fees generated and

BY MARK OPPERMAN

CVPM, HOSPITAL collected for services or products a doctor is directly involved in deliver-
MANAGEMENT EDITOR Ing" Here's the important distinction: The doctor must be involved in
dellvering a service or product in order to recejve credit for it
o e 38 Here's how it works: Let's assume Dr. Smith earns 21 porcent of

Do-it-yourself GvVIn3sed . e il

‘ | her production with a guaranteed base salary of $70,000. She'll re-

| ProSal to the people ceive production pay for any services she's directly Invelved in. Se,
Dur Web site is your home for ever for example, if she’s in the exam room and conducis a comprehen-

| ’ p

| thing you nead to know to use Mark sive physical exam, administers vaccinations, performs fecal and

Opperman's intovative assocate
| compensation plan Visit dvm360
<om and search "FProSal.”
= — | because she was directly mvolved in delivering them

heartworm tests, and sells preventive medicines, she'll recelve 21
percent of the total revenue from those services and products,
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However. when the client returns a
month later for & refill and doesn'’t see
Dr Smith during tho visit, Dr. Smith
won't get 4 percentage of that sale
because she wasn't direetly nvolved
in the transaction. To clarify this fur-
ther, 've developed a worksheet that

€699

FICA maltching, and other costs of
employment—should not exceed 25
percent of his or her production.
Your first step Is to figure out your
associate’s current wtal compensa-
tion—in other wonds, your total cost
to employ him or her. To do this, use

The beauty of ProSal is,
assoclates can’t make less
than their base; they can
only make more and are

encouraged to do so.

lists the most common sources of pro-
duction income and states whether
credit goes to the doctor or the hos-
pital Download this form by visiting
dvm360.com and searching “credit-
Ing doctor production.”

To keep production straight. create
two provider codes for each doctor In
your computer system—ior example,
“Dr. Smith™ and “Dr. Smith: Rx." Use
the Intter code for refills the doctor
doesn't get credit for. This code helps
the receptionist and bookkeeper keep
accurate production records but still
ensures that the doctor’s name is on
the prescription lsbel.

Il THE MAGIC
b NUMBER FOR

PRODUCTION IS 21 PERCENT.

The going rate for production percont-
nges is anywhere from 18 percent to
25 percent. In general, the greater
the number of hemefits you offer your
associates, the less their production
percentsge should be; the fewer the
benefits, the greater their percentage.
No matter what production rate you
pay, a doctor’s total compensation—
including health insurance, dues, hi-
consing fees, continuing education,

& total compensation statement. (Visit
dvm3é0.com and search “total com-
pensation statement.”) This form lists
possible costs associated with employ-
Ing an associate doctor. Towl these
costs, then add the associae’s cur-
rent production compensation (W-2
income), and divide by the assoclate's
total production. The resulting num-
her is the associate’s total compensa-
ton rate, which shouldn't exceed 25
percent, If It does, you're paying the
associate out of your pocket and re-
ducing your return on investment,

. BN RECEIVE A
HIGHER PRODUCTION PERCENTAGE.
Emergency doctors and specialists
don't get a higher percentage bocause
they see emergencies or spocialty cas-
es; they should be paid more because
they charge more for their servicas,

The 25 percent cap is based on the
costs of running a veterinary hospital
If you add up those costs—rent. utili-
ties, tolephone, advertising. inventory,
support staff costs, and 0 on—then
add In assoclate’s 25 percent total
cost of compensation, you'll find that
what's left is only about 10 percent to
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15 percent of

that associate’s

production. This is

the owner's return on
mvestmeni—you're ba-

sically making 10 porcont

10 15 percent off your asso-
ciate’s production. If you ex-
ceed the 25 porcent rule, you
eat into your profit margin and
don’t make much, If anvihing.
off the services provided by your
associate regardless of whother
he or she Is a specialist.

r ©  YOU CAN'T
FIND GOOD

BENCHMARKS OF ASSOCIATE
BASE SALARIES.
Not true. Cheek out the Benchmarks
Well-Managed Practice Studies from
Veterinary Economics and Wutchiett
Tumblin and Associates, or use an In-
ternet service such as PayScale.com.
PayScale.com rcompiles information
from other practices in your area and
reports what they're paying team
members and veterinarians,
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PROSAL WILL
NOT FIT MY
EXISTING PAYROLL SYSTEM.
ProSal ean fit into most payroll sys-
tems. With ProSal, assoclate veteri-
narians get a check twice a month,
not every other week. You can still
use biweekly payroll periods; just
pay associates on the first and last
payroll of each month

The first payroll of each
month. the assoclate sarns 1/24
of her guaranteed base. So if
i1 associnte oarns o guaran-
toed base of S$70.000. she'll
got $2.916 (1724 of $70,000),
less payroll taxes, on the first
payroll of the month. The
second clieek of the month
is a production chock. To
determing the amount of
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this payment, you'll nesd to know the
associate’s production from the previ-
ous month. If she brought in $28.000
and is paid 22 percent of her produc-
tion, that means she's earned $6.160.
We've already paid her §2 916 at the
beginning of the month, so we sub-
tract that amount, leaving $3,244 for
tier secand check, less payeoll raxes,
Here's a recap:
> Check 1: $2,916 (1/24 of guaran-
teed base salary)
> Check 2: 53,244 (528,000 x0.22 =
$6,160-52,916 = $3,244)

That second check is a “fioac” check
that depends on the previous month’s
production—it might be SO or it might
be $10,000, This is an tmportant point;
I've discovered tha! some practices
pay the guaranteed amount ($2.916
in this example) every payroll regard-
less of the previeus month's produie-
don. If you do this, yvou'll probably find

How 1o

Help your
underperforming

associates

If an associate doesn't recefve
a second paycheck that's
#qual to or greater than the
first check, he or she is un-
derperforming—which means
it's time for more training.
Owners and mentors should
step in right away to coach
the associate. Check his or
her bedside manner, market-
ing and communication skills,
and approach. What is the
associata's average charge
per transaction? Don't wait
until the end of the year for
the associate to find out that
he or she hasn't met the guar-
anteed base. Step in and help
him or her succead.

ihat, atthe ead of the year, you've paid
the associate more than the agreed-on
percentags of production, The second
check serves 10 rue up the associate
to her previous month’s production. It
wlso rewards her for 1 job well done or
serves as a red fag if she's underper-
forming. (Ser "Help your underper-
forming associates.” balow).

If an associate doesn't recelve hur
guaranteed base by the end of the
year. the practice owes her the differ-
ente, The beauty of ProSal is that as-
sociates can't make any less than their
guaranteed base; they can only make
more and e encournged to do so,

ASS0CIATES
ON PROSAL
DON'T RECEIVE PAID VACATION,
I™s is the most common misconcep-
ton 1 hear about ProSal Technically,
assoclates don't get paid during time
they ke off. But they are pald more
throughout the rest of the year from
production income to make up for it,
For lnstance, If & veterinary prac-
tice hires an associate on a regular
salary of $§70,000 with a two-week
vacation bullt in, you'd say the prac-
tice was paying for vacation. right?
So if an assoctate is paid under
ProSal and is guaranteed a base of
$70.000 bur paid based on a porcent-
age of production, how can you say
the associate isn't being paid for va-
catlon? If an assoclate were pald on
production only, with no base salary,
thon T would agree that the vacation
s unpald. But as long as theres a
guaranteed base, vacaton tme Is
covered, Vacation is counted as part
of the guaranteed base.

/.. PRODUCTION-
' BASED PAY
PROMPTS PADDING OF THE BILL.
I've heard people say that ProSal
encourages dociors to overcharge,
upsell. or “steal” high-dollar cases

Vi
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Those types of behaviors indicate
personality faws in an individual, and
ProSal just makes thess faws more
obvious. It's the very rare veterlnanan
who overcharges or gouges clients—
in fact, | have a hard time geting
most veterinarians to charge enough
for their services.

PROSAL DOESN'T

WORK FOR
RECENT GRADUATES.
When | teach at velerinary schools
around the coumtry, I strongly sug-
gest 10 students that they request
and accept ProSal. even during their
first year of employinent. Sure, they
might feel more comfortable with a
straight salarv—Iess pressurn in the
first year—but 1 argue that & strulght
salary gives them no opportunity 1o
earn more and no incentive to pro-
duce more, On ProSal, assoclates can't
make any less than thelr guaranteed
base, bus they're also provided with
an incentive 1o increase their produce-
ton and thereby Inerosse their earn-
Ings. It's a win-win situation for the
associate and the practice.

Forget the myths that ProSal won't
work for you. If you like the sound
of it, there's no reason you can't use
It to reward und motivate your own
associates. [t's a great way to pro-
vide veterinarians with a fair method
of compensation while motivating
them to offer a full-service approach
and change for all services rendered,
That's exactly what you want from
any associate working for you, and
that’s what ProSal does.

Mark Opperman, CVPM,

Is Viererinary Econdmics’
Haspital Maragemant Editer
and the awnet of VMC Inz,
 vetesinary consulting fien
based in Evergreen, Cole
Ha'll show you how to debl with employ
was behaving badly a1 OVC Baitimare Apni
11, Visit theeve.com 1 1egister
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