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Foreword
THE HARD WORK OF WORKING SMARTER
The advice to “work smarter, not harder” is easy to give. But the concept is more complex than the simple wording
suggests because working hard is generally easier to define than working smart. In today’s healthcare industry,
defining “smart” healthcare is complicated by our customers’ need for services that are high quality, easily
accessible, and affordable, while the payer market calls for a pay-for-performance model.
So how does this relate to physician compensation? The payer market’s primary method of reimbursement still
follows the “work harder” method by paying based on activity levels (visits, procedures, tests). Therefore, it should
be no surprise to healthcare leaders that the HealthLeaders Media Intelligence Report survey data shows that four
of five physician compensation models are tied to productivity measures.
With the exception of limited capitation models over the past couple decades, only recently have payers started to
include pay-for-performance structures in their provider payment models. Many physician compensation decisionmakers are now grappling with how to adapt their compensation models accordingly.
This HealthLeaders Media survey gives us some insight into how others are responding to the market today.
Consider:
1. Three of four respondents came from hospitals or health systems. It is not a secret that hospital-sponsored
physician employment is on the rise again, and across all specialties this time (unlike the 1990s example that
was dominated by primary care). Hospitals generally have more flexibility in compensation models than
private practices. I suspect the trend in employment will drive other compensation metrics, in addition to
productivity, as providers plan for healthcare reform.
2. A significant number of the respondents stated that quality metrics (57%) and patient satisfaction scores
(50%) were part of their physician incentive plan. We don’t know the precise structure of these models, but
there is a diversity of thought on how to build these measures into compensation models.
3. The most intriguing data describes the compensation expectations for 2012, with 68% projecting an increase
in pay, while only 7% projected a decrease. Most surprising was that 27% of the respondents projected an
increase of 5% or more. Medicare’s sustainable growth rate formula still looms as an issue, and commercial
insurance reimbursement has tightened in most markets.
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Foreword (continued)

I am already eager to see what the 2014 edition of the HealthLeaders Media Physician Compensation Intelligence
Report will reveal, as it will give us evidence of how we handled today’s healthcare challenges. Some questions I
hope to see answered:
• Will salary models become more prevalent in primary care? The failure of hospital employment in the 1990s
suggests caution with this approach.
• Recent reports of insurance companies purchasing physician practices makes me wonder if they will become a
material factor, thus changing the landscape for compensation.
• How will the growth of mid-level providers impact compensation models in the future?
• Lastly, will clinical integration models and accountable care organizations find a viable compensation model
that pays physicians and other providers for the right mix of working harder and working smarter?
It will be interesting to see how much reimbursement, and thus compensation, is put at risk based on factors other
than productivity.
Jeffrey D. Limbocker, FHFMA
CFO
Our Lady of the Lake Regional Medical Center, Baton Rouge, LA
Lead Advisor for this Intelligence Report
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Methodology
The 2011 Physician Compensation Survey was conducted by the HealthLeaders Media Intelligence Unit. It is part
of a monthly series of Thought Leadership studies. In July 2011, an online survey was sent to the HealthLeaders
Media Council and select members of the HealthLeaders Media audience. Respondents work in hospital, health
system, and physician organization settings. A total of 316 completed surveys are included in the analysis. The
margin of error for a sample size of 316 is +/-5.5% at the 95% confidence interval. A detailed report and analysis
can be found online after October 17 at www.healthleadersmedia.com/intelligence.
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Respondent Profile
Respondents represent titles from across the various functional areas including senior leaders, operations leaders, clinical leaders,
financial leaders, and information leaders. More than 50% of the respondents have senior leader titles. They are from hospitals,
health systems, and physician organizations.

| Title

60

Base = 316

50
40
30
20
10
0
54%

Senior leaders

20%

Operations leaders

19%

Senior Leaders | Administrator, Chief Executive Officer, Chief Financial Officer,
Chief Information Officer, Chief Medical Officer, Chief of Staff, Chief Operations
Officer, Executive Dir., Partner, Board Member, President, Principal Owner
Clinical Leaders | Chief of Cardiology, Chief of Neurology, Chief of Oncology, Chief
of Orthopedics, Chief of Radiology, Chief Nursing Officer, Dir. of Ambulatory
Services, Dir. of Clinical Services, Dir. of Emergency Services, Dir. of Inpatient
Services, Dir. of Intensive Care Services, Dir. of Nursing, Dir. of Rehabilitation
Services, Service Line Director, Dir. of Surgical/Perioperative Services, Medical
Director, VP Clinical Informatics, VP Clinical Quality, VP Clinical Services, VP
Medical Affairs (Physician Mgmt/MD), VP Nursing

| Type of Organization
Base = 316

5%

Clinical leaders

| Number of Beds

Financial leaders

Operations Leaders | Chief Compliance Officer, Chief Purchasing Officer, Asst.
Administrator, Chief Counsel, Dir. of Patient Safety, Dir. of Purchasing, Dir. of
Quality, Dir. of Safety, VP/Dir. Compliance, VP/Dir. Human Resources, VP/Dir.
Operations/Administration, Other VP
Financial Leaders | VP/Dir. Finance, HIM Dir., Dir. of Case Management, Dir. of
Patient Financial Services, Dir. of RAC, Dir. of Reimbursement, Dir. of Revenue
Cycle
Information Leaders | Chief Medical Information Officer, Chief Technology Officer,
VP/Dir. Technology/MIS/IT

| Number of Sites
Base = 89 (Health systems)

Base = 144 (Hospitals)

1%

Information leaders

| Number of Physicians
Base = 83 (Health systems)

Hospital

46%

1–50

16%

1–5

26%

1–2

8%

Health system

28%

51–199

30%

6–20

27%

3–9

22%

Physician org.

26%

200–499

34%

21–49

19%

10–25

18%

500–999

18%

50+

28%

26–49

11%

50–99

12%

100+

29%

1,000+

2%
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Analysis

Changes Under Way in Assessing Physician Value
and Reward
By Karen Minich-Pourshadi
There’s change afoot in physician compensation models, something that’s being reflected
in how models, particularly incentives, are evolving. As fee-for-service is replaced by pay-forperformance, healthcare leaders are reassessing the carrots and sticks used to motivate doctors
and it’s causing a shift toward incentivizing for quality and patient experience.

What Healthcare Leaders Are Saying
“We currently want to test using a base salary over the first 6–12 months,
and then a lower base plus monthly RVU bonus. We want to do this to
hold providers more accountable and give them the opportunity to build
their practice at a sustainable level and allow extra earnings for those
who perform very well.”
—CFO, midsize physician group

“Different models are appropriate for physicians at different stages in their
career. We also believe physicians should participate in incentive compensation plans designed for organizational leaders due to their positions of
influence relative to nonmanagement staff.”
—VP of HR, small health system

“Physicians joined at different times and different deals were reached. Some
specialties have negotiated for better or different deals than other specialties. Different specialties have different goals or targets (e.g., hospital-based
MDs can’t control volumes and are on salary plus bonus).”
—COO, small health system

“We foresee a transition from a straight fee-for-service model to one that
rewards the creation of value and management of a population’s overall
health.”
—Administrator, small health system

“We expect an overall reduction of both governmental and private payer
sources, and the physicians’ understanding of that and what their compensation would very likely have been if they were still independent [of
the health system].”
—CEO, large health system

Changes in Medicare and Medicaid
reimbursements, healthcare
reform, and market competition
are all driving change not only in
how hospitals and health systems
approach patient care, but also
in how physician compensation
models are taking shape, according
to results of the HealthLeaders
Media Physician Compensation
Survey done for this Intelligence
Report. Medicare and Medicaid
reimbursements were named by 76%
of respondents as the No. 1 influence
on their organization’s physician
compensation structure.
“As Medicare goes, so oftentimes,
goes the commercial payer—physician
rates generally change not long after.
So people will make tweaks to their
compensation models to be ready for
the future,” says Jeffrey D. Limbocker,
CFO of Our Lady of the Lake Regional
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Analysis (continued)

“We are finding more frequently
that [administrators] need
physicians to participate in
administrative discussions
because they help us drive
our goals to meet the future
demands of healthcare reform.”
—Jeffrey D. Limbocker, CFO,
Our Lady of the Lake Regional
Medical Center

Medical Center in Baton Rouge, LA, and lead advisor
for this report. Our Lady of the Lake is one of the largest
private medical centers in Louisiana, with more than 700
licensed beds.
Healthcare reform came in second, cited by 59% of
respondents as the major influence on compensation
models. Next was market competition, noted by 49%. The
local economy is a key factor, with 38% of respondents
noting it influences their compensation models.
Interestingly, although accountable care organizations
and the medical home fall under the healthcare reform
umbrella, 38% and 27% of respondents, respectively, broke
them out separately as having an effect on their models.

Perhaps due to the influence of government mandates, healthcare sources say, compensation
models are also going under review more frequently. Forty-one percent of respondents are
changing their models every year or two, while 38% are adjusting them every three to five years.
Just 21% of respondents maintain models for more than five years.
Salary plus incentive, along with productivity-based models, are the dominant compensation
structures (40% and 34% respectively), according to the survey; 14% of physicians are earning
straight salary. Healthcare leaders say this may be due to the shift toward an ACO care model
in which physicians are put on salary to allow them to focus on quality of care over volume.
However, it may also be the result of patient volume issues.
“There are certain specialty areas where hospitals need the coverage; however, there may not be
enough patient volume to use a productivity model, so they may offer straight salary in order
to retain those services,” explains Suzanne Anderson, senior vice president, CIO, and CFO at
Virginia Mason Medical Center in Seattle. The nonprofit, integrated health system includes a
multispecialty group practice of more than 440 employed physicians and a 336-licensed-bed
acute care hospital.
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Analysis (continued)

In terms of specialties, 51% of respondents had
a different compensation model for specialty
groups, with cardiology topping the list (67%) and
general surgery running second (54%). Although
there is certainly a lot of demand for primary
care physicians due to healthcare reform, just
under half (45%) of respondents have a separate
compensation model in place for these physicians.

“With all of the uncertainty in the current
environment, how we compensate
physicians is going to see a lot of change
over the next several years. I’m not sure
exactly what to predict, but we should all
strive to be nimble and to create a culture
that will be ready to adapt to whatever is
thrown at us.”

“If you’d taken this survey three years ago,
cardiology would be near the bottom,” says Alan
Kaplan, MD, vice president and CMO at Iowa
Health System in Des Moines. With annual
—Suzanne Anderson, senior vice
revenues of $2.3 billion, Iowa Health System is the
president, CIO, and CFO, Virginia Mason
sixth largest nondenominational health system
Medical Center
in the United States. “But cardio payments were
significantly cut for ancillary and consultation
codes and that changed the dynamic for these physicians—nationally they sought employment.
And things will continue to change depending on the payment system set out by Medicare.”
With the fee-for-service reimbursement model still firmly in place at hospitals nationwide, it’s
not surprising that productivity ranks highest (75%) as a compensation model incentive or that
work RVUs dominate as the productivity measure (66%). However, 57% of respondents now prize
quality as an incentive measure and another 50% are also using patient satisfaction scores to
motivate physicians.
Five years ago, our sources agree, those last two measures wouldn’t have seen such high
percentages. The shift toward rewarding for quality and patient experience are likely tied to
healthcare reform, which is causing healthcare leaders to reassess how they motivate doctors.
“I believe there will always be productivity measures [for incentives]; however, there will continue
to be a growing use of quality and patient satisfaction scores as incentives in compensation
models,” says Kaplan.
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Analysis (continued)

Additionally, 47% of survey respondents are
incentivizing physicians for participation in
administrative duties and 23% are doing so for
chart completion. These days, Anderson says,
physician leadership and partnership is needed,
particularly in integrated systems or those trying to
integrate.

“I believe there will always be
productivity measures [for incentives];
however, there will continue to be a
growing use of quality and patient
satisfaction scores as incentives in
compensation models.”

Allen Kram, FASPR, director of physician
development at Health Quest, a three-hospital
—Alan Kaplan, MD, vice president
system based in Lagrangeville, NY, says he agrees
and CMO, Iowa Health System
that the physician input is vital but isn’t sure it
should be paid for. “I think administrative duties
should be an expectation which can be incentivized, but you shouldn’t have to do it.” Indeed,
for nearly half of survey respondents, it is part of the overall compensation package: 47% count
administrative time as a separate pay rate or bonus, while 48% of healthcare leaders don’t factor
this time into the compensation model, but still expect physician participation.
“We are finding more frequently that [administrators] need physicians to participate in
administrative discussions because they help us drive our goals to meet the future demands of
healthcare reform,” says Limbocker.
He notes that prior to the demands brought about by healthcare reform, hospitals used perhaps
2%–3% of a physician’s time to assist with administrative discussions, something they wouldn’t
have incentivized. However, now many of the top initiatives on healthcare leaders’ priority lists
are no longer organization-driven but tied to mandates that affect future reimbursements
for the organization—such as value-based care incentives for quality and patient satisfaction.
Physician insight is now crucial to the success of these programs and the overall financial health
of the organization. The shift in priorities has caused administrators to call on as much as
10%–15% of the physician’s time, Limbocker says, and “that materially cuts into the physician’s
schedule; thus, the need to reimburse them for that amount of time needs to be considered.”
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Analysis (continued)

“If I say to a doctor that he needs
to be at a health fair on Saturday,
I don’t want them to turn around
and say, ‘Do I get time off for
that?’ It’s just part of their
responsibility.”
—Allen Kram, FASPR, director
of physician development,
Health Quest

According to the report advisors, one of the most
surprising incentives being offered by hospitals and
health systems is rewarding for physician citizenship.
While 83% of respondents considered citizenship as an
unpaid responsibility of the physician, 14% were paying
them for it.
“Basically 83% of people expect their physicians to
come to work on time, display good behavior, and show
respect to those in the office and 14% pay for it,” says
Kram.

He adds that incentivizing doctors to do what should
be a basic function is a bad practice. “If I say to a doctor
that he needs to be at a health fair on Saturday, I don’t want them to turn around and say, ‘Do I
get time off for that?’ It’s just part of their responsibility,” Kram explains.
Though quality, patient experience, and administrative time are being factored into
compensation models, it doesn’t mean that physicians will see large pay increases in 2012.
Just 6% of respondents expect pay increases of 10%–20% at their organizations, while 65% of
physicians will likely see their paychecks stay the same or reflect only a moderate cost of living
increase of 1%–4%, according to survey respondents. On the flip side, 4% of respondents expect
compensation decreases of 1%–4%. About one in five physicians will see a 5%–9% compensation
increase, a boost that the report advisors say may be the result of practice acquisition “catch-up,”
physician demand, or market conditions.
“Right now primary care doctors, under healthcare reform, will be the most valuable asset we
have because we need them for an ACO to work. … They are a huge asset for an organization, but
there is a shortage of them nationwide. It’s the law of supply and demand and their salaries will
reflect it,” says Kaplan. He also notes that when multiple hospitals compete to acquire a practice,
the compensation levels go up. To maintain parity with previously acquired practices, hospitals
may adjust the compensation levels of the other physicians within the same specialty.
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Analysis (continued)

“Some of it is the physician shortage, but in some places hospitals are trying to gobble up all
the practices they can and are offering a higher salary to these doctors, and then the others get a
jump for equity,” adds Kram.
In some markets, the fervor to acquire physicians may also be leading to competitors poaching
employees, which can spark compensation increases. “In the past we’ve increased salaries in a
substantive way due to local market conditions,” says Anderson.
Limbocker, Kaplan, Kram, and Anderson agree that as healthcare reform directives continue to
unfold, and as incentives and penalties from these mandates take hold, physician compensation
models are likely to continue to morph.
“With all of the uncertainty in the current environment, how we compensate physicians is going
to see a lot of change over the next several years. I’m not sure exactly what to predict, but we
should all strive to be nimble and to create a culture that will be ready to adapt to whatever is
thrown at us,” concludes Anderson.
Karen Minich-Pourshadi is senior finance editor for HealthLeaders Media.
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Survey Results
FIGURE 1 | Organization’s Dominant Physician Compensation Model
 hat best describes your organization’s dominant physician compensation model?
Q| W
Salary plus incentive: Physicians earn an annual
salary plus a productivity bonus

								 40%

Productivity-based: Physicians are rewarded
primarily for individual efforts based on RVUs,
gross charges, or another productivity measure

						

Straight salary: Physicians earn an annual
salary only; no incentive pay

		

Hybrid: A portion of revenue is shared equally
and a portion is tied to productivity

14%

6%

Equal-sharing: Most of the revenue generated
at the practice is divided among the
physicians in the group

2%

Other

3%

0

Base = 316

34%

5

10

15

20

25

30

35

40

FIGURE 2 | Number of Physician Compensation Models Supported at Organization

Q | How many types of physician compensation models do you support at your
organization?

50
40

50%

33%

30
20
11%

10
0

5%
1%
1

2–3

4–5

6–7

8 or more

Base = 316
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Survey Results (continued)
FIGURE 3 | Physician Productivity Measures
 hich of the following does your organization use to measure physician productivity?
Q| W

							

Work RVUs

Benchmark comparison

			

Patient encounters

			

Patient charges

			
0

Base = 316

10

20

66%

39%

35%

28%
30

40

50

60

70

80

Multi-response

FIGURE 4 | Physician Incentive Payment Guides
 hat does your organization use to guide the payment of physician incentives?
Q| W

Productivity measures

							

Quality metrics

			

Patient satisfaction scores

			

Participation in administrative duties

			

Chart completion

			

Referrals
Base = 316

		

75%
57%

50%
47%

			

50

60

23%

4%

0

10

20

30

40

70

80

Multi-response
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Survey Results (continued)
FIGURE 5 | Administrative Time Factored in Physician Compensation Model
 oes your organization’s physician compensation model factor in administrative time?
Q| D

No, it isn’t factored into our
compensation plan; it is expected
of our physicians

						

Yes, it is factored in and it is
compensated at a separate pay rate

			

Yes, it’s factored in and it is
compensated as a bonus

38%

9%

4%

Other
0

Base = 316

		

48%

10

20

30

40

50

FIGURE 6 | Citizenship Factored in Physician Compensation Model
 oes your organization’s physician compensation model factor in citizenship?
Q| D

No, it isn’t factored into our
compensation plan; it is expected
of our physicians

					

83%

11%

Yes, it’s factored in and it is
compensated as a bonus
Yes, it is factored in and it is
compensated at a separate pay rate

3%

Other

3%
0

20

40

60

80

100

Base = 316
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Survey Results (continued)
FIGURE 7 | Physicians’ Influence in Creation of Compensation Models

Q | How much influence do physicians have in the creation of compensation models at
your organization?

30

30%

28%

25
20%

20

16%

15
10

6%

5
0

1
Very significant
influence

2

3

4

5
No influence

Base = 316

FIGURE 8 | Different Compensation Model for Specialty Groups

Q | Does your organization have
different compensation models
for specialty groups?

Q | In what specialties?

Cardio

						

General surgery

49%
No

					 54%

Ortho

				

Primary care

			

Anesthesiology

51%
Yes

51%

45%

		 36%

Oncology

32%

Pulmonology

27%
0

Base = 316

67%

10

20

30

40
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60

70

80

Base = 162
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Survey Results (continued)
FIGURE 9 | Projected Increase/Decrease in Physician Compensation for 2012

Q | Based on overall projections for 2012, how much will physician compensation at your
organization increase or decrease?
Net increase = 68%

Net decrease = 7%

50
40

41%

30

24%
21%

20
10
0

4%
1%–4%

4%

2%

5%–9% 10%–19% 20%+

1%–4%

2%

1%

0%

5%–9% 10%–19% 20%+

Stay the
same

Base = 316

FIGURE 10 | Physician Buy-In When Changing Compensation Structures
 ow does your organization address physician buy-in when changing compensation
Q| H
structures?
The organization works with physician
leaders so there are no surprises when
the plan is rolled out

				

The organization actively informs
physicians of all key steps and seeks their
feedback throughout the process

			

The organization does not address buy-in;
it simply presents the plan to doctors

		

Other

Base = 316

45%

35%

16%

4%
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WWW.HEALTHLEADERSMEDIA.COM/INTELLIGENCE | ©2011 HealthLeaders Media, a division of HCPro, Inc.

october 2011 | Physician Compensation: Shifting Incentives

page 19

Survey Results (continued)
FIGURE 11 | Initiatives Most Influential in Physician Compensation Structure
 hat initiatives do you see having the most influence over the physician compensation
Q| W
structure at your organization?
Changes in Medicare and Medicaid
reimbursements

							

Healthcare reform

			

Market competition

			

Local economy

			

38% 			

Accountable care organizations

			

38%

Medical home

			

0

Base = 316
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76%
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49%
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FIGURE 12 | Frequency of Changing Physician Compensation Model

Q | How frequently does your organization change its physician compensation model?

40
35
30
25
20
15
10
5
0

38%

22%
19%
12%
9%

Annually

Every
2 years

Every 3–5
years

Every 6–10
years

More than 10
years

Base = 316
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Survey Results (continued)
FIGURE 13 | Key Members of the Physician Compensation Planning Team
 ho are the key members of the physician compensation planning team at your
Q| W
organization?
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FIGURE 14 | Greatest Challenge When a Physician Practice Merges and Integrates With Another
 hen a physician practice merges and integrates with another, what is the greatest
Q| W
challenge the purchaser faces?
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