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Many physicians are actively courting large hospital groups because of the 
perceived bene�ts of escaping increasing overhead costs, managing      
personnel, and other factors that may make independent practice less   
palatable. There are also many physicians coming out of residency or 
fellowship that may be meeting with private practices or thinking of      
joining an existing group. Regardless of whether it is a private practice or 
hospital-based position, each physician will inevitably come to the uncom-
fortable point where they are forced to discuss compensation, restrictions, 
and other requirements of their employment. In this issue, we look at 
negotiating employment contracts and what you need to know before 
you sign the dotted line on your employment contract.

Obviously, compensation is at the forefront of our discussion. It is always 
important to do your research. I know, you have looked at the average 
starting salary for physicians in your geographic area; but have you looked 
at cost of living, lifestyle of similarly trained physicians with the group or 
hospital, or projected your �nancial needs or budget over the term of the 
employment agreement? I would challenge you to look beyond the          
“average” salary metrics of similarly trained physicians in your region.

To that end, I also encourage each physician to look at the restrictions 
imposed within their contract that will inevitably impact their earning 
potential. Does your employment agreement restrict moonlighting? What 
does it say about consulting? Does it contain restrictive covenants that 
would sti�e any independent or entrepreneurial e�orts outside of your 
day-to-day practice? These questions are vital to determining the opportu-
nity cost associated with the compensation o�ered within any proposed 
employment agreement. If your employment agreement is overly                
restrictive, it is unlikely you will have a means from which to derive passive 
income. In the alternative, if your base salary compensation is lower than 
other o�ers, but the agreement allows for independent consulting, moon-
lighting, and other ancillary opportunities, your earning potential is likely 
to be much higher than with a basic high dollar base salary.

Similarly, each physician should ask for a detailed breakdown of any incen-
tive-based compensation contained in their employment agreement. It is 
important that you, and your legal counsel, take a deep dive into how



and when you would qualify for incentive payments and analyze
their method for determining this incentive compensation. Many
incentive-based models are either based on collections associated with the
physician’s direct services or based on work relative value units (wRVU’s).
You also need to ask how value-based payments will impact your compensation.
It is imperative that you have a clear understanding of your overall
compensation structure, how incentive-based compensation is achieved,
and what the realistic projections are based on this algorithm of you
receiving your bonus or incentive payments.

Next, I believe the most important aspect of an any employment
agreement is determining your exit. I understand, most people do not
want to go into a new employment relationship thinking about it falling
apart or ending poorly, but I would encourage you to highly scrutinize your
contractual outs to ensure you are protected. Most commonly, these are
referred to as “restrictive covenants” and come in the form of noncompetition,
non-circumvention, and non-disclosure clauses. Again, work
with your legal counsel to ensure the restrictive covenants in your
employment agreement are not overly broad or burdensome. In the end,
you want to push for the shortest distance possible for non-competition
and limit your non-competition obligation as much as possible. If you are
practicing in a hospital-based group, you should negotiate the
non-competition to only hospital-based services. This would allow you to
exit your employment and still practice in a private setting in the same
geographic region, and this is a reasonable request.

On the issues of non-circumvention and non-disclosure, you need to have
a solid understanding of the speci�¬c actions that are prohibited. For
instance, it is common for employment agreements to restrict you from
directly recruiting other employees to come with you at your departure
(cue the Jerry Maguire scene of Tom Cruise asking “Who’s coming with
me?”). This is typically prohibited for a speci�¬c time frame, but you also may
be restricted from actively soliciting existing patients or referral sources.
While I agree it is somewhat reasonable to restrict recruiting personnel, I do
not believe a physician should be barred from providing notice to patients
about changing practices or be prohibited from reaching out to referral
sources with whom they have a personal relationship. Again, these are the
reasons why it is important to critically scrutinize the restrictive covenants in 
your employment agreement.



An additional clause that is important to be aware of is your contractual notice require-
ments to determine how much notice you, or your employer, must give to terminate the 
employment agreement with or without cause. I would encourage you to push for the 
same notice requirement for both parties. It does not put you in a good position if your 
employer only has to give you a 30-day notice, while you are required to give a 90-day 
notice. You also need to ensure they have clearly listed the circumstances under which 
termination “for cause” can be made without notice. 

Finally, I encourage each physician to be clear and up front about their expectations for 
clinic schedule (start time, end time, patient volume, etc.) and call schedule. If you are 
strictly opposed to working call each weekend, then �ght for a speci�c weekend call 
schedule in your employment agreement. For those still early in their careers who want 
to take additional call, make sure to negotiate for paid call in the form of a guaranteed 
rate.  Whether it is taking more, or less call, you need to negotiate these terms in writing, 
not just verbally.

Remember, everything is negotiable. I do not encourage anyone to just sign the �rst 
draft of an employment agreement sent your way. Instead, take your time, come up with 
a comprehensive list of your demands and expectations, and work with your legal     
counsel to ensure you are protected.

At Vivinx, I regularly consult with physicians regarding
employment agreements and contract negotiation. 

If you are interested in hearing how we can help you in
your contract negotiations, call us today at:

(844) 614-8410
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