“Growing Pains”

Three nights same scenario for Jan Hancock owner of Therapeutics LLC. Awaking abruptly at 3:00 a.m. with the same question on her mind: how to handle employee annual salary adjustments? Lord knows she did not set out to become a woman of enterprise. Nope, her vision was to be at home more, raise children, make the same amount of money and have more free time! Now, just look at what has happened to her. Since the fall of 1999 she began thinking about a plan that would free her from a medical corporate full-time position to one of providing home health physical therapy services from a home-based operation.


During the spring of 2000, Jan began making the transition from a full-time corporate medical employee to becoming self-employed. By mid summer of that year, she began receiving her first referrals and was fast becoming a woman of enterprise. By year’s end, her venture had grown to the point that she had to consider adding help. In January of 2001 she formed Quality therapy Service (QTS) as an s-corporation and by March employed two physical therapists working on a PRN basis. Not QTS has three employees and remains a home based operation until June when the enterprise was moved to rented space in Jonesville where Jan added one office employee, bringing the total QTS staff to four. The growing business necessitates adding a second office employee in December, bringing the total to five. QTS now has three physical therapists and two office employees.


In January of 2002, Jan decided to restructure the organization by establishing two divisions. One called the Homecare Division and the other Outpatient Division. Shortly afterward obtained “Home Health Agency Contracts” status. This changed the employment picture, allowing more service flexibility through physical therapists and physical therapy assistant. Two major events occurred in July when QTS became Medicare certified and QTS started a sports medicine program for local high school sports activities. With this boost came the need for more employees and by year’s end the total reached eleven. Now QTS had three physical therapists, five physical therapy assistants, and three office employees. Growing pains!

The growth pattern continued in 2003 with QTS gaining DME provider status, revenues growing, services increasing, limited facility space and more help needed. By the end of 2003, the total employee population had grown to twenty. QTS now had six physical therapists, six physical therapy assistants, four office and two “other”.


The year 2004 was a breakout time for Jan’s QTS. She negotiated a sports medicine revenue generating contract with the local high schools. The business had grown to a point where more space was required. Jan met this challenge by designing and constructing a facility that she would own. She took occupancy by mid-year and bought a new computer equipment that had systems that allowed provider tracking of patient care numbers and employee revenue contribution. This led to having information that would be useful to determining employee performance plus salary reviews and adjustments. QTS ended the year with twenty employees consisting of six physical therapists, six physical therapy assistants, four office and two “other” employees. No staffing change from 2003 despite increase in business.

The year 2005 became critical. At this point, Jan realized that a more systematic, quantitative method for salary adjustment was needed. The old system of just picking a number and adding to the salary base was no longer feasible nor practical. She realized that performance reviews included more than crunching numbers. How the financial part of the formula meant finding a way to reach fairness and equity to both the organization and to the employer. Jan was faced with what to do?


Early in 2005 Jan began working with an idea that eventually led to her designing and establishing (see att. 2) a way to determine how much for revenue generating employees the dollar amount it contributes to the operation. Jan realized this was only part, but a key part of employee performance evaluation and reward. What to do?

Although Jan has designed and developed a means for evaluating one part of employee performance she is still faced with how to introduce and “sell” the idea to her employees. 

Questions/Concerns:

1. How to present?

2. When to present?

3. Employee reaction/feedback

4. How to adjust for revenue generating employees?

5. How to compensate for non-revenue generating employees?

6. How to adjust compensation for “tenured” employees?

7. What about “other” employee performance appraisal factors?
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Clinical Employees:
The following information is used to determine pay increases for QTS clinical employees. Every employee will be given the opportunity to earn a percentage of the profit they bring to Quality Therapy Services, Inc. This is a way to recognize employee commitment to the growth and potential of the company. This ensures the company uses consistent guidelines to determine pay increases for everyone and ensures the company does not offer pay increases that would create a loss.

A. Employee Revenue Contribution


 


        Less(B&C)
B. Cost to QTS to employ this employee

(Salary, benefits, employment taxes)


C. Company Operating Costs


D. Total net profit employee contribution


Interpretation of Result:
If total net employee contribution is a negative number: the current salary is more than revenue produced. A pay increase would cost QTS more that what it could afford for this employee. There will not be a reduction in pay, nor pay increase. The employee is eligible for pay increase at the next annual review or within the tenure program.

If total net employee contribution is a positive number: the employee will receive an annual pay increase based on a percentage of this amount. The percentage is based on overall company profit margin percent for the given year. This may change from year to year subject to company performance.

Percentage to base pay increase for the given year 

Pay increase
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