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Introduction 

 

The physician organizational construct is a critical subset of the alarmingly complex 

administration of medicine.   With increasing provider uncertainty regarding payment, security, 

liability and administrative burden, physicians across the U.S. are moving quickly to what they 

perceive as the security of employment with hospitals and health systems.  U.S. healthcare 

public policy direction in recent years has established a host of new, significant and demanding 

requirements on physicians and healthcare organizations toward achieving better care of 

patients, better health of the population and better value for all, goals that are collectively 

known as the Triple Aim.   

Many other new requirements – like implementing electronic medical records and 

demonstrating ‘meaningful use’ of these systems – are contributing directly to physician anxiety, 

and perpetuating flight from private to employed practice.  At the same time, hospitals and 

health systems are seeking to position themselves to meet the demands of accountable care, 

and are seeking physician partnerships necessary to achieve these ends. These partnerships are 

increasingly taking the form of employment relationships between hospitals/health systems 

(hereafter referred to as hospitals) and physicians. 

The primary purpose of this field project is to study and discern whether a rush to 

employment of physicians by hospitals is truly the right, preferred or superior engagement 

option for physicians or hospitals – one that will lead to achievement of U.S. public health policy 

objectives, fulfillment of clinical and career satisfaction goals for physicians, or institutional goals 

of hospitals.  With providers fleeing in ever growing numbers to the perceived shelter of 

employment, I explore this trend for evidence this exodus will indeed yield outcomes expected 
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by physicians and hospitals.  I also search for evidence of proven, bona fide or emerging 

organizational models that might allow providers to remain independent, yield high levels of 

cost and quality performance, and still meet their financial needs. 

In an effort to adequately address these questions, I start by reviewing the framework 

of healthcare reform policy driving much of the decision-making around physician organizational 

constructs today.  The policy framework is truly central to this entire discussion.  I focus on the 

state of the physician, including the drivers of physician concern and satisfaction.  This paper 

undertakes a review of the broader organizational concepts of care coordination and clinical 

integration, thought by many as the means by which healthcare will move from episodic, 

individual care of the ‘sick’ to true population health management.    

Finally, I explore two specific organizational constructs through which physicians might 

practice medicine.  These include the hospital-employed model and the hospital-aligned or 

partner model.  I review what the literature can tell us in terms of how these models have 

performed, and the challenges of thriving in each model while seeking to achieve the goals of 

better patient care, better health of the population and better value for the healthcare dollar. 

There is a great deal at stake – in terms of physician performance and satisfaction, risks 

to public dollars, hospital and health system stability and – most importantly – the quality of 

patient care.   I synthesize this academic work into a review and assessment, note limitations, 

and consider some conclusions and recommendations for the future state of physician practice 

organization – for physicians, healthcare organizations and administrators.   
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Background 

 

To provide a frame for addressing this body of work, I start with a truncated roadmap of 

health care policy influences and transformative efforts introduced over the past decade or so.  

The focus of current day healthcare policy may very well have started with a single study 

released by the Institute of Medicine (IOM) (1999).  That year, the IOM published a seminal 

work entitled To Err is Human: Building a Safer Health System.  Foregoing a complete review of 

the study here, the summary findings estimated between 44,000 and 98,000 deaths in the U.S. 

each year were due to preventable medical errors (p. 1).  The paper sparked a national debate 

and was widely credited with initiating deliberate efforts to study and improve safety and 

quality in health care.  Researchers, for example, looking at the impacts of this single IOM paper 

on the field of patient safety and quality research, found a 178 percent increase in published 

studies on this subject during a 10 year period surrounding its release, attributing this shift 

directly to the IOM studies (Stelfox, Palmisani, Scurlock, Orav, & Bates, 2006).   

On the heels of To Err is Human, IOM published another landmark paper entitled 

Crossing the Quality Chasm: A New Health System for the 21st Century (Institute of Medicine, 

2001).  This study detailed the state of health care delivery in the United States and, in 

particular, gaps in quality based on a multitude of study dimensions.  Together, the two IOM 

reports concluded the U.S. health care system was in need of fundamental change.  Indeed, the 

concept of change itself was not new, but the powerful recommendations from Quality Chasm 

(in particular) set in motion a wave of discussion and further study about what needed to 

change and how to do it.  The subsequent debate has greatly informed and shaped 

implementation of health care policy and organizational change over the past decade.   
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Concurrent with IOM work was the emergence of the Institute for Healthcare 

Improvement (IHI).   IHI took an early and definitive leadership role in the emerging healthcare 

improvement movement.  Founded in 1991, IHI was instrumental in shaping excellence in 

clinical practice from the very beginning.   Among its many notable achievements, for example, 

the organization launched the Idealized Design for Clinical Office Practice (IDCOP) in 1998.  This  

initiative aimed at establishing a range of clinical office operational best practices, many of 

which demonstrated, among other things, that “office practices can produce health care that is 

safe, evidence based, satisfying to patients and staff, cost effective and financially viable” 

(Endsley, 2003, p. 43). 

The IHI was already taking shape as a substantial locus of influence in the healthcare 

policy arena by 2001.  Quality Chasm simply propelled IHI to greater prominence in the ensuing 

years as the drum beat for healthcare transformation gained momentum.   This connection 

became mutual as IHI tied its mission to the IOM foundational work. “To be sure…there is a 

sizable gap between what health care achieves today and what it could achieve at the same or 

lower cost…crossing this chasm will require massive change...this is where IHI comes in” 

(Institute for Healthcare Improvement, 2013). 

More than just sloganeering, this role definition for IHI – and its founder Dr. Don 

Berwick – was important for a number of reasons, and would become especially important in 

one foundational dimension that literally guides the national discussion today – pursuit of the 

Triple Aim.  Berwick – a Harvard trained physician specializing in pediatric medicine – practiced 

for many years in the Boston area and became involved in the business of measuring and driving 

healthcare improvement in 1983 (Feder, 2007).  It was Don Berwick that coined the term Triple 

Aim, which has grown to symbolize the very nature of healthcare transformation.  Achieving the 
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Triple Aim is the end in mind.  The concept has placed a sharpened focus on the expectations of 

healthcare delivery for hospitals, health systems and physicians.  It is also the foundation of 

healthcare public policy in the United States today. 

 

Influence of Recent Healthcare Policy 

Healthcare policy has indeed played a central role in decision-making on the part of 

physicians and hospitals in the realm of organizational engagement.  The public debate on U.S. 

healthcare policy has a long and storied tradition.  From the passage of the social security act in 

1935, to the adoption of Medicare in 1965, through the years leading to the (less than 

successful) healthcare overhaul efforts of the Clinton administration in the 1990s, the tug-of-war 

over the direction of healthcare policy in the United States has rarely waned.   

The latter part of the 2000s saw an especially rigorous legislative effort on the part of 

Congress, and later on the part of the Obama administration, to modernize healthcare delivery 

systems, increase coverage for the uninsured and provide a modicum of control on the 

skyrocketing costs of care.  For many physicians, especially those in private practice, these 

legislative efforts have increased complexity and uncertainty, and levied operational burdens 

many find too onerous to tackle.  There are a few particularly ambitious requirements that are 

now a front-and-center concern for most physicians.  I explore some of the more key efforts 

below.  The first is a policy 20 years in the adoption process.   

The World Health Organization (WHO) has, for the past 64 years, managed a worldwide 

taxonomy standard known as the international classification of diseases, or ICD.  ICD is a 

standard numerical set for identifying and coding diseases.  Physicians use these ‘codes’ to 

specify diagnosis of disease, which aid in documenting care and appropriately billing for these 
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services.  ICD-6 was the first formal iteration of this standard, adopted and published in 1949 

(Katsching, 2010).  ICD has undergone four subsequent iterations, the most recent being ICD-10, 

which was endorsed by the World Health Assembly in 1990 and came into common use in most 

WHO member states (except, most notably, the U.S) in 1994 (World Health Organization, 2013). 

The current deadline for implementation in the U.S. is Oct. 1, 2014. 

The code set for ICD-9 numbers 14,000 distinct codes – meaning 14,000 “nuanced 

classifications of a wide variety of signs, symptoms, abnormal findings, complaints, social 

circumstances, and external causes of injury or disease” from which a physician must choose 

(International Statistical Classification of Diseases and Related Health Problems, n.d.).  ICD-10, 

by contrast, now places that ‘nuanced classification’ at a whopping 68,000 distinct codes.  

Choosing individual codes from the ICD dictionary is challenging enough for a physician.  The 

real significance of ICD-10 for physicians is in its implementation and comparative scale.   The 

Centers for Medicare & Medicaid Services (CMS) recommended that “medical practices take 

several years to prepare for implementation of the new code set” (2013a).   Albright (2012) 

noted:  

Not only must new software be installed and tested, but medical practices must provide 

training for physicians, staff members, and administrators. They will also need to 

develop new practice policies and guidelines, and update paperwork and forms. 

Practices should also create crosswalks that will convert their most frequently used ICD-

9 codes to the ICD-10 equivalents (p. 1).   

This is clearly no small undertaking for a solo or small physician practice. 
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The second of these major policy initiatives has proven no less daunting for individual 

physicians (or for small group practices for that matter).  On the heels of the precipitous 

economic downturn in the late 2000s, Congress passed (and President Obama signed into law) 

the omnibus American Recovery and Reinvestment Act of 2009 (Recovery.Gov, 2009).  Section 

XIII of the law is called the Health Information Technology for Economic and Clinical Health Act 

or HITECH, and places a substantial focus on modernizing and promoting the use of electronic 

health information.   Among its key provisions is a federally funded incentive program 

promoting the adoption and ‘meaningful use’ of certified electronic health record technology 

(EHR) by physicians and hospitals.   

The program offers incentives up to $44,000 paid over a five-year period to each eligible 

physician to offset their investment in EHR.  The program also mandates certain penalties for 

doctors that fail to adopt and utilize certified EHR by 2015.  Here again, the burden of 

implementation (and cost) to an individual physician can be enormous.  Goldberg, Kuzel, Feng, 

DeShazo & Love (2012) analyzed the EHR implementation and adoption experience of a number 

of primary care practices in Virginia.  Among key findings, they noted time commitment, work 

transition, knowledge of EHR functions and system difficulties as common challenges among the 

cohort.  Challenges they cited included “a high learning curve for EHR implementation and 

upgrades, and difficulty understanding how to use EHR functions” (p. 49).   One of the practices 

in the study “experienced a high turnover rate in the (six) months following the upgrade.”  They 

further noted, “[according to] the physician owner and remaining staff members, the loss of 

staff was largely due to difficulties encountered in learning new EHR functions and dramatic 

changes to work processes” (p. 51).    
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By the middle of 2012, only one in five physicians had attested to the meaningful use of 

a certified EHR, including those is large group or hospital-owned practices (Torrieri, 2012).   

Unfortunately, there is a lack of specific data indicating engagement status (solo, group, 

employed) among those that have attested.  It is indeed true that physicians anticipate steep 

learning pathways and loss of productivity as they become accustomed to new tools.   These, 

however, are challenging dimensions of EHR adoption that will apply to providers in any practice 

construct, large or small, independent or employed.  The larger challenges outlined in the 

Goldberg study are disproportionately harder on single or small practices with limited resources.   

Arguably, the single piece of legislative action most influencing healthcare policy and the 

organizational state of clinical medicine today is the Patient Protection and Affordable Care Act 

(ACA).   Also known as ‘Obamacare,’ the 922-page ACA was passed in 2010 and set into motion a 

10 year, multi-faceted  policy mandate aimed at reducing the number of uninsured Americans, 

improving the quality and safety of services, and controlling the cost of care over time 

(Groszkruger, 2011).  The major provisions of the law include the development and funding of 

state-based insurance exchanges, the introduction of an individual mandate for health coverage, 

elimination of most coverage barriers for those with pre-existing conditions, and a range of 

enhanced compliance and fraud protection measures.  For physicians and hospitals, the 

provisions focused on the coordination of care are likely the most relevant to a discussion of the 

future organizational construct of clinical medicine.   

Section 3022 of the ACA authorized CMS to create the Medicare Shared Savings 

program, which allows for – among other things – the establishment of accountable care 

organizations (ACO) and the development of ACO contracts with Medicare.  Under this three-

year program, ACOs accept responsibility for the overall quality, cost and care of a defined 
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group of Medicare Fee-For-Service (FFS) beneficiaries, coordinate services under Medicare parts 

A and B, encourage investment in infrastructure, and redesign care processes for high quality 

and efficient service delivery (Centers for Medicare & Medicaid Services, 2013b).   Within this 

same channel of health system delivery reform (outlined in the ACA) are other new initiatives 

focused on coordinating and managing the total cost of patient care, including bundled payment 

programs, shared responsibility for hospital readmissions, value-based purchasing and the 

development of patient-centered medical homes.  This level of holistic reform requires a new 

level of commitment from physicians and hospitals to collaborate in one way or another.  There 

is also a low likelihood a solo physician working independently is able to achieve these varied 

ends.   Add the burdens of EHR, ICD-10 and other new requirements, and it’s no surprise 

physicians are rapidly looking for cover. 

 

State of the Physician 

Central to the entire discussion about organizational constructs for the physician 

practice is the physician.  Research on the drivers of physician decision-making – including 

substantial concerns about the future, practice pressures, uncertainty and personal lifestyle 

choices – shed light on the decisions and approaches physicians and administrators face today, 

which are certain to grow in acuity in coming years.   

Stagg-Elliott (2012) cited an Accenture survey of U.S. doctors seeking to understand 

physician concerns and tendencies related to practice independence and the expected actions 

of physicians relative to organizational alignment.  Among key findings, researchers predicted 

many physicians, facing daunting business costs and a range of other challenges, will “decide the 

price of autonomy isn’t worth it” and further, that “only about one in three is expected to hold a 



10 
 

 
 

practice ownership stake in 2013” (p. 1).  The study yielded a list of the biggest concerns for 

2013 (Accenture, 2012b).  Highest on the minds of physicians was the cost and expense of 

running a practice, especially in the face of perceived ambiguity arising from the coming ACA 

requirements (described earlier).  Eighty seven percent of respondents noted business costs and 

expenses as the top driver influencing decisions to seek employment (p. 1).  Practice 

consolidation (hospital and medical group acquisition of private practices) and resulting 

monopoly concerns (coupled with future potential reductions in physician compensation) also 

topped the list (p. 2).   

Also high on the list was the addition of 30 million newly insured patients expected to 

join the ranks in 2014, translating to increased utilization and demand by patients against a 

dwindling supply of physicians.  Lastly, physicians continue to voice greater concern regarding 

administrative and regulatory burdens.  Fifty three percent of respondents noted EHR 

requirements as a key concern (p. 2).  These will only grow in the ensuing years as physicians are 

required to demonstrate meaningful use of their EHR systems (under some rules that are yet to 

be defined), invest in new training, compliance and systems interface capability, and meet new 

coding requirements with the implementation of the ICD-10 standard. 

 

Care Coordination and Clinical Integration 

The public policy march toward better coordination of care as a pathway to achieving 

Triple Aim goals is not by accident.  As a means of reaching ACA objectives, evidence on 

effective tools and methods for improving care are abundant.  U.S. physicians and advanced 

practice providers saw just shy of one billion patient visits in 2010.  Eighty two percent of adults 

and 92 percent of children saw a health professional in 2010 (Centers for Disease Control and 
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Prevention, 2010).   Among U.S. patients, the rate of chronic, preventable disease is staggering, 

and continues to increase with each passing decade (Wagner et al., 2001). The Centers for 

Disease Control and Prevention (2011), for example, reported an 11 percent prevalence of 

diabetes among adults 20 years and older, up from eight percent in 1994.  More than 75 percent 

of health care costs are spent on chronic disease management, a great deal of which is largely 

preventable (Centers for Disease Control and Prevention, 2009).   

Medical professionals, hospitals, health systems and insurers (over the past two decades 

in particular) have focused a great deal of attention on care strategies aimed at improving the 

management of chronic disease.  They’ve collectively pursued strategies aimed at both provider 

and patient participation in holding back the tidal growth surge in preventable conditions.  

During this same two decade period, researchers have fielded volumes of studies on the relative 

success of these interventions.   

Bodenheimer, Wagner, & Grumbach (2002a), for example, cited a Cochrane review of 

ambulatory care diabetic management programs noting no less than 1,294 citations on the topic 

of diabetes management alone.  There are an equally expansive number of studies reviewing 

specific interventions related to congestive heart failure, asthma, obesity, smoking and 

hypertension, as well as general studies on broad-based intervention.   There is no lack of 

attention to the studies on the relative effectiveness of care coordination strategies. 

Physicians are trained through several years of school and residency to understand, 

diagnose and treat illness.  Training is generally focused on a comprehensive understanding of 

the basic practice of medicine, with a focus on fundamentals in preparation for general practice 

(Harvard Medical School, 2012).   These core studies include an understanding of the underlying 

causes and normative treatments of chronic disease.  The evidence seems to demonstrate, 
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however, that medical school preparation, years of resident training and ongoing mentorship by 

colleagues with years of clinic experience are, by themselves, less than sufficient (on average) to 

comprehensively manage chronic conditions like diabetes (evident in the continuing escalation 

of chronic disease prevalence).   

Consider the evidence that the proper control of blood sugar has a direct impact on 

avoidance of a range of poor health markers associated with diabetes, for example.  The 

American Academy of Family Physicians (AAFP) publishes industry standard, evidence-based 

guidelines for care.  Woolf et al., (1999), citing a study on the AAFP standards, quite convincingly 

noted that “epidemiologic evidence demonstrates a continuous and curvilinear relationship 

between hyperglycemia and the microvascular and neuropathic complications of diabetes, with 

risk rising progressively as mean blood glucose concentrations increase above normal values” (P. 

5).   There are many factors – economic, psycho-social, lifestyle, family history – that contribute 

to the control or lack of control of chronic disease.  Skill deficiency on the part of physicians, on 

the other hand, is not known as a contributing factor.   Clinicians know how to diagnose and 

treat disease.  So why do trends in the effective management of diabetes and other chronic 

conditions show a continuing decline?  The root cause is more likely a deficiency in care 

coordination and decision support. 

The literature on care intervention strategies is fairly broad (Bodenheimer, Wagner, & 

Grumbach, 2002b).  Bodenheimer, et al. (2002a) described specific intervention strategies that 

routinely involved decision support and care coordination.  The analysis found that in 32 of the 

39 studies evaluated, the well-executed implementation of a clinical decision support improved 

at least one clinical process or outcome measure.     
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In a randomized trial, Holbrook et al. (2009) conducted primary research to study the 

effects of introducing electronic decision support and visible reminders to improve diabetes 

care.  These tools are in the same class of intervention modalities described in Bodenheimer 

(2002a).  The primary outcome measure was improvement of clinical process.  Sixty two percent 

of the intervention group had an improvement in their process scores versus 43 percent of the 

control group (difference of 19%) (p. 37).  

 

Enhancement of Physician Support Methods 

These and scores of related studies most notably shine the light on the importance of 

active support for the physician in the care environment as a means to improving care and 

sustaining improvements.  This support is manifested in an important form I discuss briefly – the 

expansion of patient care teams.  Indeed, the construct of the traditional medical practice is 

evolving at a breathtaking pace.  This is particularly the case in primary care, where the idea of a 

single physician managing a panel of patients is transitioning to a team-based care environment.  

The formal name (most often used today) for this construct is the patient-centered medical 

home (PCMH) or just medical home.  PCMH has “become the national shorthand for the 

reinvention of primary care,” one that is believed to “deliver care that is more personalized, 

coordinated, effective and efficient” (Rosenberg, Peele, Keyser, McAnallen, & Holder, 2012, p. 

2423).   

Medical practices that adopt a medical home model do so in varying ways, but the 

PCMH commonly consists of a team or teams of providers focused on holistic, active care 

management based on clinical protocols and best practice.  Roles on the team that distinguish it 

from a traditional one-physician / one-nurse arrangement include care coordination functions 
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(most often registered nurses), embedded behavioral health providers, community health 

workers, and/or pharmacists.  The team actively pursues preventive health outreach to patients 

and focus strong attention on supporting high-risk patients.  Here again, physicians in solo or 

small group practice may find it very difficult to facilitate this type of care coordination. 
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Organizational Choices for Physicians 

 

Physicians practice within two basic spheres of organizational engagement, either 

working for themselves (defined here as independent) or working for others (defined here as 

employed).  Within these two spheres are many constructs and variations.  Independent may 

mean solo practice, where a single physician ‘hangs a shingle,’ treats only his or her own 

patients and has no legal affiliations with another physician or physicians.   

Beyond solo practice, independent physicians may organize in a host of structural ways 

that can create a group practice environment, but keep the basic interests of the business 

individualized to each physician.  These may be as a professional corporation (PC), a limited 

liability company (LLC), or other legal constructs.  Physicians may practice as locum tenens, a 

method of practice through which physicians contract to provide coverage at a clinic or hospital 

that has encountered a provider absence.   Independent physicians may also choose to join an 

independent practice association or IPA, through which they may receive benefits such as group 

purchasing, practice support, payer contracting or other shared benefits. 

For the physician, independence can mean freedom to practice as one chooses, 

including time worked, types of patients seen, types of insurance accepted and other 

dimensions of practice.  Independent physicians also bear the full brunt of practice expense, risk 

and reward, whether shared in a group practice environment or as a solo physician.  As noted 

earlier, these burdens continue to grow as healthcare public policy evolves.   

The employed model is perhaps less nuanced.  Employed physicians work on behalf of 

some person or entity that pays the physician for their work.  The risk and net reward (in most 

cases) belongs to the employer.  Typical employers include hospitals, health plans and 
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incorporated entities that may be owned or operated by a physician or small group of physician 

partners or, more rarely due to Corporate Practice of Medicine Statutes, be privately owned. 

Corporate practice of medicine statutes prohibit non-physician corporations from entering into 

arrangements with physicians where medical decisions are taken out of the hands of individual 

doctors and instead are controlled, even in part, by non-physicians.  States that currently 

prohibit the corporate practice of medicine include California, Colorado, Illinois, Iowa, New 

Jersey, New York, Ohio and Texas.  For the physician, employed engagements usually include a 

salary and/or compensation based on productivity or quality, share of net income or other 

methods, and employment benefits (which may include health insurance, educational expense, 

disability, liability and/or other benefits). 
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Defining Better Health 

 

In the section that follows, I begin an exploration of evidence on the effectiveness of 

physician employment models on achievement on Triple Aim goals.  A final element of 

background noted in this context is the concept of population health.  The concept of better 

health (one of the three pillars of the Triple Aim) is broad, and encompasses more than just 

medical health.  Noble & Casalino (2013) noted “population health depends not only on medical 

care, but also on social services, the public health system, and, crucially, on socioeconomic 

factors (eg, housing, education, poverty, and nutrition)” (p. 1119).   

Case studies and outcomes/trend studies in the arena I have studied here, however, 

focus almost exclusively on medical outcomes, and not on true population health.  This 

distinction is notable in recognizing the limitations of the broader definition of better health, but 

by itself it’s not a fatal flaw when considering the measures of success of one organizational 

construct (hospital-employed) versus another (hospital-aligned).  My review is consistent with 

what has typically been measured in most analyses of better health. 
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Literature Review 

 

This study thus far demonstrates evidence that quality, value and the pursuit of the 

Triple Aim are fundamental drivers of healthcare practice and policy today.  Major legislative 

actions aimed at reaching these objectives are placing significant, new burdens on physicians 

that many are simply unwilling or unable to bear on their own.  Physicians face uncertainty and 

a bevy of tough choices.  At the same time, healthcare systems and hospitals must engage 

physicians to reach these new goals, yet face risks of their own in employing physicians.   

My review of evidence detailing the success of two broad models of physician 

engagement (hospital-employed and hospital-affiliated) is narrowly focused on helping to 

answer the inquiry posed in the introduction.  Many physicians are fleeing private practice for 

the safety of employment. This rise in activity doesn’t by itself indicate hospitals teamed with 

employed physicians are bending the cost curve or improving quality, both of which are 

outcomes necessary for these organizations to survive payment reform and, ultimately, to 

remain viable.   

Thus, my attempt here is to demonstrate evidence of cases where this model can 

indeed be viable.  Alternatively, I look to the literature to help identify evidence of proven or 

emerging organizational models that might allow providers to remain independent, yield high 

levels of cost and quality performance, and meet their individual financial needs.  The review 

will not answer whether one model is more likely to succeed than another, or whether one 

model necessarily performs better than another.  Among other things, comprehensive evidence 

in this area of study does not readily exist, based on my research.  I recognize the limitations of 

this approach later in the paper.   
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Hospital-Employed Model 

As outlined previously, the flight by physicians to hospital employment is accelerating.  

The evidence is fairly straightforward.  Wytzka (2012) observed “[a] trend toward greater 

hospital ownership of medical practices continues.”  Data showed a decline in the percentage of 

physician-owned medical groups among from 80.7 percent in July 2010 to 76.9 percent in July 

2011.  During that same period, the percentage of hospital-owned medical groups increased 

from 11.6 percent to 13 percent. Hospital ownership had increased, on average, by seven 

percent each year from 2004 to 2010, “and the trend is expected to continue” (p. 36).  Ferber 

(2012) noted: 

The reasons for this trend toward hospital employment remain unchanged. For medical 

practices, decreasing reimbursements, increased administrative costs, the need to 

invest in new technologies (e.g., Electronic Medical Records), younger physicians 

preferring employment rather than ownership, the move toward integrated delivery 

systems (small medical practices don’t want to be left out in the cold) and uncertainty as 

to how health care reform will ultimately play out all contribute to the decline. (p. 1) 

 

Kaiser Permanente is a fully integrated health care delivery system headquartered in 

Oakland, California, and one example of the hospital-employed model.  Founded in 1945, the 

organization has grown to be a giant.  It is now among the nation’s largest not-for-profit health 

care organizations, taking the form of a health plan model of integrated delivery (serving as 

insurer and care delivery system in one).  Kaiser covers more than nine million members in nine 

states and the District of Columbia. The organization consists of the Kaiser Foundation Hospitals 
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and their subsidiaries, Kaiser Foundation Health Plan, Inc., and The Permanente Medical Groups, 

which collectively employ 16,658 physicians and 173,000 employees (Kaiser Permanente, 2013). 

In a comparative study of quality, Feachem, Sekhri, & White (2002) compared the costs 

and performance of the respected National Health Service (NHS) in Great Britain with those of 

Kaiser Permanente.  The data was normalized for differences in region, population dynamics and 

scale.  Per capita costs of the two systems were found to be similar to within 10 percent. On 

dimensions of quality performance, however, “Kaiser members experienced more 

comprehensive and convenient primary care services and much more rapid access to specialist 

services and hospital admission…age adjusted rates of use of acute hospital services in Kaiser 

were one third of those in the NHS” (p. 135).  Further examples of Kaiser’s success in exceeding 

Triple Aim goals are expansive, including Cheadle et al. (2012) and Cromp et al. (2012), among 

others. 

Larson (2008) offered insight into the clinic model, ”a legal integration of physicians, 

hospital, and ancillary services into an entity controlling a vertically integrated health system 

governed by clinical leadership,” which “governs the entire patient services enterprise” (p. 3). 

There are several notable examples of this type of integrated delivery system in the U.S., 

including the Cleveland Clinic and the Mayo Clinic. 

The Cleveland Clinic is a fully integrated healthcare delivery system headquartered in 

Cleveland, Ohio.  The system employs more than 40,000 caregivers, and operates 16 family 

health centers and eight community hospitals, including a main campus and additional facilities 

in Las Vegas, Florida, Canada and Abu Dhabi.  The system also employs more than 3,000 

physicians (including researchers) (Cosgrove, 2011, p. 14).  For Cleveland Clinic, the pursuit of 

quality is a near fully transparent experience.  The work at Cleveland is internationally known 
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(President Obama held the Cleveland Clinic up, on many occasions, as an example of the future 

of health care during his campaign to pass health care reform).  My review of Cochrane citations 

of clinical work involving the organization turned up 3,450 results. 

The evidence of high quality – and gaps in quality – are published and displayed openly by 

the health system.  “Every year since at least 2005 Cleveland Clinic has published Outcomes 

Books on its Web site,” noted Whelan (2012).  “For each clinical category it releases data on 

mortality, complication rates, and patient satisfaction…no other hospital system comes close to 

reporting this level of detail about the quality of its care (p. 1).  A cursory review of any of its 14 

division reports yields a clear picture of areas of excellence and opportunity.  Fuhrmans (2009) 

noted, “the key to the Cleveland Clinic's success…is its integrated approach…employ[ing] its own 

physicians, creating teams of specialists that collaborate in treating each patient” (p. 1).  The 

implication here is that the hospital-employed model makes this operation work so well.  As I 

touch on later, this may not be an easy model to replicate. 

    

Relevance of group size. 

Indeed, in the hospital-employed examples reviewed above, longitudinal experience, 

physician leadership and scale are common denominators.  Not all hospital-employed physician 

groups have the size and experience of a Kaiser or Cleveland Clinic.  I make no attempt here to 

directly infer any likelihood of success on smaller, less experienced hospital-employed groups 

based on these two examples alone.  The literature does provide some insight into the 

relevance of group size in this context.  O’Reilly (2007) looked at the relationship of practice size 

to better cost and quality outcomes.  He found “the medical literature emerging on the 

relationship between group size and quality is far from [conclusive]” (p. 1).    
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Kroch et al. (2012) conducted a quantitative analysis of 59 organizations to “understand 

the capabilities needed to create and participate in an effective model that can constrain health 

care costs while improving quality” (p. 11).  A capabilities framework was developed by the 

researchers to evaluate the relative readiness of 59 groups operating 88 hospitals of differing 

sizes in a variety of regions. To identify attributes that mattered most for an organization’s 

readiness, researchers selected organizations that appeared most frequently among the highest 

and lowest scorers.  Among the factors with the highest correlation to success were positive 

provider relationships, clinical care integration, electronic health record systems and strong 

leadership to manage change (p. 18).   

Among the factors with the lowest correlation was the number of employed physicians. 

The researchers found “the number of employed physicians within an organization was not a 

differentiating factor…in fact, some of the highest performers had the lowest proportion of 

employed physicians.” They went on to note “this finding contradicts a widely held belief that 

physician employment is necessary for a health care organization to move forward with 

accountable care strategies” (p. 20).  Dr. Stephen Shortell, dean of the UC Berkeley School of 

Public Health and a prolific researcher in this field, noted “I can’t make a definitive statement 

that larger groups absolutely provide the best medicine in America…there is growing evidence 

they do some things better” (O’Reilly, 2007, p. 2). 

 

Hospital-Affiliated Model 

Here I explore the experience of physicians that have joined with hospitals in models of 

affiliation for the purposes of achieving better health and lowering or controlling the cost of care 

for a population of patients.   Unlike in the hospital-employed model, physicians remain 
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independent in solo, small group or large group practice, and sometimes as members of an IPA.  

In these affiliation models, hospitals and physicians often share common intersection points that 

bind their affiliation, including some form of contracting as well as some form of information 

sharing.  The organizations may accept or are attributed a population of patients to manage, 

often in conjunction with an entity or entities insuring these patients.    

Many organizational models in this realm also include affiliations between independent 

physicians and/or groups, and hospitals or health systems that may employ their own group of 

providers.  For the purposes of this review, the inclusion of a hospital-owned group in any 

specific affiliation model is not material, and should not cloud the clear distinction between the 

broader hospital-employed and hospital-affiliated models. 

The evolution to systems of coordinated or integrated care is still in its infancy (Kroch et 

al., 2012).  This arena is so new that empirical models for establishing and measuring success in 

true, comparative, quantitative methods are just beginning to emerge (Fisher, Shortell, 

Kreindler, Van Citters, & Larson, 2012).  It’s not surprising, then, that very little is found in the 

literature that meets most common standards for statistical significance.  With rare exception, 

the studies that do exist do not attempt to isolate the organizational model by employment 

situation.  Nonetheless, early meta-analyses and case studies with significant rigor do exist, and 

form the foundation of my analysis here.  

One such study looked at seven formally organized health care collaboratives 

considered to be early adopters of the coordinated care model (The Commonwealth Fund, 

2013).  Six of the seven were hospital-affiliation models as defined in this paper.  They were of 

varying size and geographic location.  Each had taken a shared financial risk position with a 

health insurance partner, meaning the entities each had some financial risk riding on the cost 
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and quality of care delivered to a population of patients. The engagements had been long 

enough to see results, which included costs savings “primarily from reduced hospitalizations, 

lower spending per hospitalization, and reduced spending on specialty and ancillary care.”  

Researchers felt a couple of the organizations lacked sufficient financial data to draw immediate 

conclusions, yet “have seen improvements in utilization rates, such as fewer inpatient days, 

lower length of stay, and greater patient engagement” (p. 19).  

Researchers looked at several of these organizations individually as well.  NewHealth 

Collaborative is an affiliated partnership model anchored by Summa Health System in Akron, 

Ohio.  The Collaborative consists of five hospitals, independent physicians, and small and large 

groups of primary and specialty physicians.  While relatively new, the organization lowered costs 

for its Medicare Advantage population by 8.4 percent in its first year, largely because of reduced 

hospital use, including a 10 percent reduction in readmissions (The Commonwealth Fund, 2013, 

p. 19).    

In Cambridge, Massachusetts, Mount Auburn Hospitals and the Mount Auburn 

Cambridge Independent Practice Association (MACIPA) have partnered in a similar way to share 

risk and coordinate care.  MACIPA represents more than 500 physicians, most in small private 

practices; some in practices owned by Mount Auburn Hospital or the affiliated Cambridge 

Health Alliance.  Researchers looked specifically at care management programs for enrollees 

covered under a regional Medicare Advantage plan.  In 2012 the group reported 252 inpatient 

admissions per 1,000 enrollees, compared with 390 admissions for Medicare fee-for-service 

patients during the same period.  “Enrollees had nearly 50 percent fewer inpatient days: 1,146 

per 1,000 enrollees, compared with 2,027 per 1,000 Medicare fee-for-service patients.”  The 

group’s collective admissions to skilled nursing facilities for this population also improved 
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slightly, yielding 120 admissions per 1,000 enrollees compared with 130 admissions among 

Medicare fee-for-service patients (The Commonwealth Fund, 2013, p. 19).  

Memorial Hermann (MH) is a large regional health care organization located in the 

Houston, Texas metropolitan area, and was an early adopter of a partnership model seeking 

comprehensive clinical integration with physicians to drive accountable care (The Advisory 

Board Company, 2012).   The health system consists of Memorial Hermann Hospital-Texas 

Medical Center (860 beds), eight suburban hospitals, three heart and vascular institutes, a 

rehabilitation hospital and research institute, a children’s hospital, a neuroscience institute and 

eight comprehensive cancer centers (American Hospital Association, 2011).  In 2008 the system 

founded the Memorial Hermann Physician Network (MHMD), representing more than 2,400 

physicians in 850 different practices (The Advisory Board Company, 2012).    

Researchers first looked at the outcomes of two programs involving MH and the 

physicians of MHMD – one covering a population of uninsured patients, the other a chronic 

heart failure disease management program for Medicare patients.  In the first program, eligible 

patients had incurred at least five emergency department visits or three inpatient admissions in 

the past 12 months. Each agreed to use a primary care provider for non-emergency care and to 

follow up with scheduled appointments. Prior to enrollment, these 600 patients had 2,165 visits 

to the emergency department compared with 1,291 post enrollment. Pre-enrollment inpatient 

visits numbered 756; this dropped to 391 a year later. Savings for these patients were $3.6 

million.  Medicare patients (540) had voluntarily enrolled in a separate program. Pre-enrollment 

emergency department visits numbered 419; post-enrollment visits rose slightly to 467. 

However, inpatient visits dropped from 2,180 to 1,468. Total estimated savings were $6.5 

million over two years (American Hospital Association, 2011, p. 7). 
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Improvements in quality under this model were indeed impressive, but sustainability for 

physician participants (getting paid for driving quality) was equally important in our study here.  

This sustainability was manifested in a partnership between the physicians of MHMD and the 

MHealth health plan, which covered Memorial Hermann’s 21,000 employees and their families.  

MHealth offered a gain sharing agreement to physicians for lowering actual costs of care for this 

group.  The ensuing work yielded significant gains in quality and a reduction in total cost.  The 

agreement yielded bonus payments of between $2,500 and $4,000 per physician to 

participating members of the MHMD network.  By contrast, eligible but non-participating 

physicians received no gain share.  Providers took notice.  Researchers considered this a success, 

suggesting this “tangible differentiation” created “an incentive for members of the CIN to take it 

seriously” (American Hospital Association, 2011, p. 8). 

Advocate Physician Partners – a closer look. 

There are several other strong case studies (of varying scale) detailing the successes of 

non-employed physicians engaged in clinically integrated, provider/hospital networks.  The 

fraternity of truly experienced, established and successful partner models (in terms of achieving 

Triple Aim objectives) is small but growing (Bisognano & Kenney, 2012, p. ix).  Among the most 

notable and experienced of this cohort is Advocate Physician Partners (APP).  Advocate Health 

System (Advocate) is a large network of 12 hospitals and roughly 835 employed physicians 

[organized as Advocate Medical Group (AMG)] spanning the greater Chicago area and parts of 

northern and central Illinois.   In 1995, Advocate entered into a joint venture with some 1,800 

local physicians to establish a physician-hospital organization (PHO) “primarily focused on 
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coordinating services for commercially insured…patients” (Advocate Physician Partners, 2012, p. 

2).    

The original PHO ultimately evolved into what is now APP.  In 2012, the partnership had 

swelled to more than 4,000 physician members.  Nearly 3,200 of these physicians were 

independent, “typically in solo or small (three physicians or less) single specialty group 

practices” (Shields, 2011, p. 153).  Collectively, the group cared for more than two million 

patients annually (Shields, Patel, Manning, & Sacks, 2011). 

Early on, APP established key foundational (and interrelated) dimensions of an 

organizational framework necessary to drive a path to Triple Aim goals that was i) shared among 

all physician partners and ii) completely transparent to payers, physicians and patients.  These 

dimensions included contracting with payers as a group, a common set of care protocols 

(developed by the physicians through APP’s clinical integration program), and information 

architecture that would allow all physicians to share key clinical information regardless of 

location or EHR.  Dimensions also included strong shared governance by physicians and a 

physician incentive model based on “excellent clinical performance related to adoption of key 

technologies, efficiency, quality, patient safety and patient experience” (Advocate Physician 

Partners, 2012a, p. 7).   

Practically speaking, single source contracting allowed the group to negotiate common 

contract terms and reimbursement for all physicians in the partnership.  Over time, this took the 

form of shared risk, which yielded gain-sharing between APP physicians and insurance 

companies.  Establishing common, evidence-based care protocols ensured the ability of APP to 

measure performance equally across all participants.  The information architecture provided 

care decision support at every physician’s desktop and an ability to update patient care 



28 
 

 
 

information at any point of encounter (which was an expected behavior, and measured as a 

quality indicator in the gain sharing agreement).   

The incentive model, as described above, included a range of measures, from adoption 

of key technologies to clinical performance, patient safety and patient experience.  Together, 

physician performance was measured across 57 different clinical integration and quality 

initiatives in 2011.  The outcomes of five specific initiatives were highlighted in the 2012 Value 

Report.  The first focused on generic prescribing.  Researchers noted: 

[This initiative] resulted in generic drug prescribing rates 2 to 5 percentage points higher 

than the rates for three of the largest Chicago-area insurers. Based on the lowest 

differential, the initiative resulted in savings of $12.4 million, with the potential for 

savings as high as $31.2 million annually for the highest differential, for payers, 

employers and patients above the community performance (Advocate Physician 

Partners, 2012a, p. 11). 

 

Results of the asthma initiative demonstrated a control rate 17 percentage points higher 

than the national average, with savings of “more than $8.9 million in direct and indirect medical 

costs above the national average annually…[and] an additional 39,390 days from reduced 

absenteeism and lost productivity” (p. 11).  A summary of outcomes from all five highlighted 

initiatives is included as Figure A-1.  In 2012, APP announced the resulting gain share payments 

for the previous year’s performance.  Participating physicians had earned an average of $30,000 

in incentive payments in addition to their traditional reimbursement.  Some had earned more 

than $100,000 in additional payments for their work; some had earned no incentive (Advocate 

Physician Partners, 2012b).   
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There are two other dimensions of performance demonstrated by APP worth noting 

here.  The first is a measure of relative performance between APP and non-APP physicians 

providing care at Advocate hospitals.  In the early 2000s, Advocate invested more than $10 

million to develop an electronic intensive care unit (eICU) control system.  The system provides 

a centralized method to monitor patients admitted to the ICU and is staffed around the clock by 

board-certified intensivists and intensive care nurses” (Shields et al., 2011).  The system 

provides “computerized prompts and reminders…with early warning that a patient’s condition is 

deteriorating or that an adverse drug interaction could occur” (p. 6).  With this knowledge, the 

monitoring clinicians can execute critical treatment decisions in the absence of treating 

physicians who can’t be in the ICU around the clock.   

The level of decision-making assigned to the eICU team is set via a four-tiered protocol.  

The tier is determined by the treating physician (the physician that admitted the patient to the 

ICU). The levels run from highly restrictive (a very narrow amount of treatment discretion ceded 

to the eICU team without further, direct approval by the treating doctor) to highly consenting.  

To be considered participating, a physician had to agree to the highest level of consent to the 

eICU team.  APP physicians are incented to participate as part of the quality program described 

above.  Shields et al. (2011) reported that “mortality…decreased for adult intensive care 

patients steadily since the eICU program was implemented in 2003” (p. 6).   As Figure B-1 

demonstrates, this was largely due to the overwhelmingly strong participation of APP physicians 

in the eICU program versus their non-APP peers.  

The last dimension I review here is a comparison of overall performance between 

Advocate and its peer health systems.  Started in 2009, Truven Health Analytics (Thompson 

Reuters) has conducted an annual study of the top performing health systems in the U.S.   The 
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study was “based on eight measures that provide a valid comparison of health system 

performance using publicly available data.” The health systems with the highest achievement 

were “those with the highest ranking on a composite score of the eight measures” (Truven 

Health Analytics, 2012, p. 13).  Advocate was one of only of two health systems in the U.S. to 

make the Top 15 Health System ranking in 2009, 2010 and 2011 (p. 25).  Advocate did not break 

in to the top 15 for the 2012 reporting year, but remained within the top quintile of health 

systems (p. 12).  I include this analysis to illustrate that physicians in the partnership not only 

drove performance relative to regional and APP-specific year-over-year benchmarks, but also 

relative to the performance of all other health systems. 

 

Challenges with These Models 

A review of these models would be incomplete absent acknowledgement of real 

barriers to meaningful success.  Physicians and hospitals face significant challenges to simply 

engage in these models, and even more daunting challenges to drive and deliver cost and 

quality performance.  Generally speaking, employing a physician is a more direct and established 

pathway to physician engagement than creating a mutually agreeable alignment relationship. 

Agreeing to contract terms and putting a physician to work is a fairly straightforward exercise.  

On the other hand, gaining the scale, discipline and financial performance to achieve the aims of 

health care transformation is a significantly more challenging endeavor for physicians and 

hospitals alike.  In the hospital-employed model, as noted earlier, not every organization has the 

ingredients to be the Cleveland Clinic.  Fuhrmans (2009) noted, for example, “the Cleveland 

Clinic stays profitable by offsetting its losses on Medicare patients with payments from private 

insurers and thousands of foreign patients who often pay its full list prices.” Further, she 
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observed, “those prices can be two to three times higher than what U.S. insurance plans 

negotiate with the clinic. The clinic also pulls in significant revenue from philanthropy; it 

collected $183 million in 2008” (p. 1).   

The economics of hospital employment can be a real risk as well. “Hospitals can lose 

$200,000 or more per year over the first three years of employing physicians, as doctors 

transition their practices and adapt to a new environment” (Accenture, 2012a).  Add to that the 

risk of sustainability, which can compound the annual loss threat.  Many physician employment 

agreements are short term (1-3 years), meaning the chance for elopement can be real.  Beyond 

the act of attracting and employing a doctor, hospitals must be prepared to foster engagement.    

Burns et al. (2001), for example, looked at physician commitment to hospital 

organizations.  The study examined nearly 2,000 physicians at 14 different organizations, and 

the relative degree to which a physician was involved in such things as leadership, committees, 

decision-making or influencing positions.  Researchers concluded that “to the degree physician 

commitment is possible, systems should appeal to physicians’ calculative motivations using 

extrinsic rewards rather than normative involvement in the organization” (p. I-10).  The lesson 

for hospitals is to be prepared.  Organizational engagement driven primarily by remuneration 

can be an unstable foundation.  Further, Curoe, Kralewski, & Kaissi (2003) found the larger a 

group practice, the less organizational trust, cohesion and culture of collegiality (p. 396).  

In terms of the hospital-affiliation model, the case studies of early success in meeting 

Triple Aim goals through these partnerships are encouraging, and certainly demonstrate what 

can be achieved.  This work, however, is inimitably challenging.  Key, high level conditions to 

ensuring success include readiness, resources and scale.  Many hospitals aspire to create the 

level of synergy and operational aptitude of an Advocate Physician Partners, yet few have done 
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so.  Thomas Enders III, managing director of the health care group at consulting firm CSC, 

asserted “relatively few hospitals and health care systems are ready to form [these 

partnerships] today.” He believes a key reason is lack of physician readiness. “Unless a hospital 

employs most of its staff,” he noted, “success depends on having physician organizations with 

which to work, and those are still few and far between” (Terry, 2011, p. 20).   

Shields et al. (2011) noted “there are real and perceived hurdles to overcome before the 

Advocate Physician Partners model can be attempted in other communities.”  These hurdles 

included “infrastructure such as information systems, clinical protocols, patient outreach 

tools…and professionals to coach physicians and their staffs” (p. 9).  Researchers further 

outlined key deliverables on the road to a mature partnership model, including demonstration 

of sustained commitment to improving performance, ability to contract with one or more payers 

and demonstration of value to employers and patients.   

Scale may play a different role in determining success of partnership models than 

perhaps it does in the hospital-employed model.  “A hospital…needs market clout to draw 

physicians into [these partnerships] and hold patients there,” noted Lisa Bielamowicz, M.D., 

national physician practice leader of the Advisory Board Company. “If you're a 200-bed hospital 

on the edge of a major metropolitan area, it will be difficult to [organize], aggregate providers, 

and manage patient care across the continuum.”  Enders further noted “smaller community 

hospitals might consider joining forces with larger health care systems…this may be necessary 

partly because of the large investment in health information technology that will be required” 

(Terry, 2011, p. 20). 
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Limitations of this Study 

 

There are a range of additional dimensions worthy of discussion within the context of 

the questions posed above.   These dimensions include important considerations such as 

physician satisfaction, acculturation, integration and alignment.  I have touched on a few of 

these areas briefly, but a greater depth of review is required to answer questions of readiness 

on the part of physicians and hospitals in choosing either of the paths I’ve outlined above.  On 

that note, this study only focused on two basic models of organizational design.  There are 

others such as the concierge or subscription-based model of care.  Researchers at Accenture 

estimated that “by the end of 2013…one-in-three doctors remaining independent will [turn to] 

subscription-based services, such as telemedicine or online consultations, for sustaining profit – 

a trend that is expected to increase three-fold over the next three years” (Accenture, 2012b). 

The supply of and demand for physicians may likely play a role in delivering on the goals 

of the Triple Aim for many hospitals.  There are approximately 834,769 physicians practicing 

medicine in the United States (Kaiser Family Foundation, 2012).  Opinions vary widely about the 

number of physicians needed to care for the U.S. population today, and how these changing 

organizational models may influence future need.  That dimension is not addressed in any detail 

in this paper.   

As noted previously, there are inherent challenges in defining outcomes in terms of 

population health.  These limitations take on a couple of dimensions in the current state.  First, 

population health (as described earlier) is more broadly an amalgam that encompasses medical 

health, preventive care and a host of socioeconomic factors.  Calculi for determining 

improvements in population health indeed exist, but too often studies fail to distinguish medical 
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health from population health.  These dimensions will be increasingly important in measuring 

the effectiveness of an organization and its care delivery model.  

The construct of care coordination or care management schemes is tightly aligned with 

payer contracting.  As noted previously, provider organizations (small group, large group, health 

system employed, physician partnerships) are most often attributed a ‘population’ of patients to 

manage via contract, usually with the entity insuring these patients.  These could be a Medicare 

ACO contract, a state Medicaid shared risk contract, or combination of public and private 

insurers.  Having a defined group is indeed necessary in determining improvements in medical 

care over time for a single cohort.  It’s a trickier enterprise to normalize these populations for 

purposes of measuring relative effectiveness between two organizations that may be caring for 

two very different populations of patients. 

The framework for evaluating effectiveness in managing cost and quality across the 

continuum of care is in its infancy, especially in the realm of hospital-affiliated models.  A 

preponderance of the data cited in the literature today is case study evaluation.  These studies 

provide rich insight, but at times lack the comparative rigor of qualitative analysis.  Several 

promising models of analysis have been authored, including a “logic model” for evaluating the 

formation, implementation and performance of accountable care organizations (Fisher et al., 

2012). 
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Discussion and Conclusions 

 

For physicians practicing medicine today and those just about to enter the world of 

practice, the environment in which each doctor applies his or her craft poses levels of 

uncertainty and disquiet that have accelerated in recent years.  This new world offers 

opportunity as well.  Many that have witnessed or experienced the difficulty of implementing an 

electronic medical records system, or felt the sting of declining reimbursements and increased 

coding, documentation and related bureaucracy, are seeking shelter from the weight of these 

endeavors.  Many others – perhaps new to practice or late to embracing change – are aware of 

these challenges and have little interest in taking them on in private practice.   

An increasing number of physicians are signing employment agreements with hospitals 

or hospital-employed medical groups.  The trend suggests many physicians see this as the safest 

alternative to private practice.  As has been demonstrated here, it is certainly not the only viable 

or rational alternative.  Indeed, it may not be the most effective alternative for physicians or 

hospitals either.  Physicians and hospitals are on a converging path toward shared responsibility 

for addressing persistent, institutional gaps in the quality of care – care that is delivered at an 

ever increasing cost without a concomitant increase in value.  There is no cover from the 

legislative and public policy mandates governing health care delivery and reform over the past 

five years or into the next ten.  Quality, value and the objectives of the Triple Aim are more 

tightly tied to the delivery of care (and payment for the work) than perhaps ever before.   

Engagement of physicians by hospitals in an employed relationship is not a new 

concept.  The industry has encountered at least two other major shifts toward employment in 

the past few decades, only to have these tides ebb.  Great health systems like Kaiser 
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Permanente, Geisinger Health and Mayo Clinic have proven the hospital-employed model can 

work well for physicians, and can deliver great care to patients at a cost that is often much lower 

than their peers in medicine.  Not all hospitals teamed with employed physicians, however, are 

bending the cost curve or improving quality.  This is exceedingly difficult work, requiring a 

special combination of competency, culture, resources and ingenuity.  Scale may be a factor, but 

the true factors of success are going to be systems, standards and engagement, not size. 

For many physicians, the employed relationship places them in exactly the right place in 

the organizational spectrum.  Ideally, for those doctors that choose this path, this occurs with 

the right hospital partner as well.  For others, employment may come at the price of 

independence, which is still among the highest rated dimensions of career and practice 

satisfaction for physicians.  Promising, proven alternatives have emerged that allow physicians 

to fully engage in the work to construct the delivery of care, protect independence, produce 

high levels of cost and quality performance, and meet or exceed individual financial needs.   

Many such opportunities are emerging under the banner of accountable care 

organizations.  These engagements form the realm of physician-hospital affiliation and 

alignment.  Among the most prominent and successful of these is Advocate Physician Partners, 

which has delivered consistent performance in furthering Triple Aim objectives and, for 

participating physicians, has delivered robust practice support, financial reward for performance 

and the ability to remain independent.  Like the Kaiser and Cleveland Clinic examples, however, 

not every hospital-affiliated organization is like APP.  In fact, very few have reached the same 

pinnacle achieved by Advocate.  Nonetheless, as we’ve seen with Memorial Hermann, 

NewHealth, Mount Auburn and others, newer partnerships are starting to produce some of the 
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same results and may indeed hold the key to a sustainable model for hospital and physician 

partners, as well as for payers and patients. 

Hospital organizations must be wary in the future about the proposition of employing 

physicians if hospitals are not prepared to do so within a framework of driving clinical standards 

and integration.  Desire is not enough.  This means real investments in contracting, decision-

support, data integration and care coordination.  Likewise, the financial and sustainability risks 

of physician employment are no small matter.  Hospitals most certainly have an upper hand in 

terms of resources, but hospital employment is not a shelter or hiding place. 

Physicians should be looking to affiliate with organizations that are prepared to deliver 

on critical elements of practice and care management.  The question of employment versus 

affiliation should be (and can be) a secondary dimension.  Doctors can certainly engage in 

nascent hospital partnerships models even today. Given the relative infancy of this 

organizational development, it may be difficult for physicians to see past the crushing 

immediacy of health care reform demands.  For some, the path paved by Advocate and others 

may very well inspire physicians and hospitals to turn the full force of their resources on driving 

the delivery of the Triple Aim as true, equal partners – and less so as employers and employees. 
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APPENDIX A 

2012 Value Report Highlights – Advocate Physician Partners 
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Figure A-I.  2012 Value Report Highlights – Advocate Physician Partners.  This figure 

illustrates quality and financial performance outcomes for APP physicians participating 

in the 2011 clinical integration program. 
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APPENDIX B 

Adoption of eICU By Physicians at Advocate Hospitals, 2007 
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Figure B-I.  This figure illustrates the difference in eICU adoption rates between APP and 

non-APP providers.  
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