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Original Article

With an aging population and relentless rise in total US 
health care expenditure as well as per capita cost, the 
entire landscape related to physician hospital relations 
and physician employment continues to shift (Table 1). In 
addition to a deteriorating private practice landscape, the 
uncertainty prior to and after the Patient Protection and 
Affordable Care Act (ACA) has led to hospitals employ-
ing increasing numbers of physicians including vascular 
surgeons (VS). Most physicians cite rising business 
expense and managed care as their top concerns in seek-
ing employment. The operating costs of running a prac-
tice have increased 63% from 1998 to 2008.1 For these 
reasons and general pessimism about the future of private 
practice, it is estimated that only about 36% of physicians 
will have any ownership interest in their medical practice 
by the end of 2013, a significant decrease from the 57% 
in 2000.2,3

The purpose of this article is to review recent trends in 
employment, compare these trends for physicians in gen-
eral with VS in particular, analyze the pros and cons of 
employment, and present a likely scenario for VS finish-
ing training in the future.

Trends in Employment and Type of 
Practice

A survey by Jackson Healthcare of 118 hospital partici-
pants in 2013 showed that 52% of hospitals planned to 
acquire physician practices in 2013 with family practice 
(31%), internal medicine (22%), all primary care (13%), 

cardiology (10%) and orthopedics (10%) leading the 
way.4

These trends have had a bigger impact on younger 
physicians joining the workforce. Increased debt and a 
desire to have a more controlled lifestyle is pushing the 
new generation into hospital or large group employment 
rather than solo or small group practice. Almost twice as 
many physicians (46%) under 40 years are looking for 
employment compared to their peer’s age 55 years and 
older (25%).1 The same is true of new graduates complet-
ing a residency. In a 2012 survey focusing on physician 
hiring, the Medical Group Management Association 
(MGMA) found that about 65% of established physicians 
and 49% of physicians finishing training were placed in 
hospital-owned practices.5

There has also been a significant change in the type of 
practice preferred by physicians in general and VS in par-
ticular. In the most recent survey of SVS members, >50% 
of VS were in a practice consisting of less than 3 surgeons 
(Figure 1). However, only 17.6% were in solo practice 
(Figure 2). Of the entire active and senior (not retired) 
membership, 63.6% were in private practice and of this 
group 36% were employed full-time by a health system 
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Abstract
The increased operating cost of running a practice, decreasing reimbursement, and general pessimism is leading to 
increasing number of physicians choosing employment by hospitals and large physician groups. Although over 50% of 
members of the Society for Vascular Surgery are currently in a practice of less than 3 surgeons and over half of all 
private practitioners are employed by physician groups, the landscape is shifting quickly. Younger physicians finishing 
training are increasingly opting for employment. Hospitals are also anxious to hire vascular surgeons to maintain or 
increase market share of chronic disease management and preempt hiring difficulties with future shortages of vascular 
surgeons. New vascular surgeons have to carefully weigh the pros and cons of employment before making a decision.
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or hospital and 53% were employed by a physician group. 
In the aforementioned survey, only 14% were under the 
age of 40 and 58% were in a practice of 3 or less practi-
tioners (Emily Kalata, personal communication). In con-
trast, a 2011 survey of final year medical students 
indicated that 46% of respondents preferred a group prac-
tice setting compared to the somewhat older members in 
the SVS survey.6

It is likely that given the trends at least in the near 
term, VS who are in solo private practice or in small 

groups will continue to endure significant economic, reg-
ulatory, social, and political pressure to become hospital 
employees or work in large groups. But before VS decide 
to make a change, it is worth reviewing the pros and cons 
of being employed by a hospital or a large group.

For the purposes of this discussion, “employed” means 
VS who work for a medical school; university; federal, 
state, or local government; staff model organization such 
as Cleveland Clinic; or a large group practice/physician 
owned practice but do not have any ownership interest.7 
In contrast, self-employed VS are those who have full or 
part ownership interest in the practice either as a solo 
practitioner or 2- to 3-surgeon practice.

# of physicians in the group prac�ce
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Figure 1. Number of vascular surgeons in a group practice.
2013 Society for Vascular Surgery Survey: 518 responses of 2009 
members surveyed (25% response).

Figure 2. Response to survey question about structure of 
vascular surgery practice.
2013 Society for Vascular Surgery Survey: 518 responses of 2009 
members surveyed (25% response).

Table 1. Change in Health Care Milieu 2013.

What Was What Is and May Be

Main hospital focus Fill beds, cater to high-volume physicians Decrease length of stay, cater to “efficient” 
physicians

Physicians assuming financial risk Minimal Increasingly
Physician hospital governance 

structure
Medical staff Executive cabinet, medical affairs office

Physician objective Working for and within the system Leading the system
Physician autonomy Significant Decreasing even for clinical activities
Taking call Obligation Paid to take call
Medical staff lounge Place for social and professional 

interaction
Place completing electronic medical records, 

for snacks and newspapers
Quality, safety, and patient 

satisfaction
Not a part of compensation formula Increasingly so

Practice model Solo or small group Large group or institution
Buzz words Joint venture, MSO, PHA, IPA, alignment “Engagement,” “integration,” and value based
Hospital chief executives Nonphysician administrators More physician chief executives or “dyad” 

model
Electronic medical record Rudimentary, significant paper work Increasingly robust but financial, time savings 

and other benefits unproven

Abbreviations: MSO, management services organization; PHA, physician hospital association; IPA, independent physician association.

Adapted from W Jessee American Hospital Association Physician Leadership Forum.
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Why Are VS Interested in Being 
“Employed”?

There is increasing consolidation and merger of hospitals 
but also a shift toward mergers of small physician groups. 
In the latest annual Residents and Fellows Survey con-
ducted by Cejka Search, 46% of respondents from medi-
cal school 2012 graduating classes said group practices 
were the ideal choices, while 29% said hospital-affiliated 
practices were most preferred.8 In comparison, the 2013 
SVS survey, of those in nonacademic practice 36% were 
employed by a health system or hospital and 56% by a 
medical group.

Certainly, full-time hospital employment offers sev-
eral advantages. The 2 most important reasons for VS to 
choose employment are financial security and relief from 
administrative and regulatory hassles. Among the many 
reasons for physicians leaving medicine or considering 
doing so, 58% mention economic factors, 50% health 
reform, and 45% burnout.9 Since decreasing reimburse-
ment and ever-rising overheads are a major concern for 
practicing VS, the most obvious advantage of hospital 
employment is that employment eliminates immediate 
concerns about economic viability. Although most 
employment contracts are substantially linked to relative 
value units (RVUs) or work relative value units (WRVUs), 
the VS is no longer worried about being reimbursed for 
the underinsured or uninsured.

Most small VS practices have trouble funding frequent 
capital requirements for new equipment, expensive elec-
tronic medical record systems, or consultants to advise 
them about accountable care organizations (ACOs), for 
instance, or the unending regulatory dictates.

Professional liability is also covered under the hospi-
tal’s umbrella policy. In most academic medical centers 
and state universities, medical malpractice cases (in Ohio 
for instance) are heard in special Court of Claims courts 
where the plaintiff first has to prove that the employee 
(VS) in not entitled to immunity.10

Another significant concern for most VS in private 
practices is the daily administrative burden including but 
not limited to personnel, a morass of regulations, legal 
and accounting complexities, uncertainties of billing and 
collections, and constant negotiations with insurers.

Hospitals have qualified administrators available to 
negotiate with insurers regarding reimbursement and also 
to respond to audits.

Why Are Hospitals Interested in 
Employing VS?

The most obvious reason is to have a physician who has a 
positive contribution margin and a significant impact on 
the hospital’s bottom line. Other reasons include maintain 

or increasing market share in vascular diseases, increas-
ing admissions and procedures in chronic diseases (ie, 
vascular disease), better VS engagement, improved per-
formance in quality metrics, and preempting future hiring 
difficulties due to shortages of VS. In addition, hospitals 
look at the opportunity cost of return on investment (ROI) 
versus investing in technology or facilities. This is more 
of a long-term strategy.

A common misperception is that the primary reason 
for health systems employing VS is to immediately 
improve their bottom line. However, in a recent survey of 
hospital chief financial officers asking whether they 
believed that the hospital would achieve a positive ROI 
within 2 years, 76% replied in the negative.11 With pas-
sage of ACA, care coordination of patients with chronic 
diseases will become critical for health systems. Hospitals 
realize they have had disappointing results with previous 
models of engagement with physicians. A common strat-
egy for hospitals is to pay new VS higher wages com-
pared to private practice and compared to the local market 
for the first year or two. The significant up-front invest-
ment of hiring VS will not be recouped from direct prac-
tice income but from better coordination of care with VS 
given the right incentives. Indeed, in the same survey of 
financial officers, 72% believed the chief benefit from 
employing physicians was better care coordination.11

Cons of Hospital or Health System 
Employment

These fall into categories of contractual problems, auton-
omy to run a practice, compensation and benefits, prom-
ised resources and feasibility of sharing call, and possible 
new hires.

Patient Experience

VS in a small practice have control over the patient expe-
rience and can quickly address anything that diminishes 
the overall experience. Hospitals are restrained by 
bureaucratic procedures and slow decision making related 
to human resources policies related to suboptimal 
employee termination and complex federal and state reg-
ulations, which make it difficult for a lot of hospitals to 
achieve an ideal patient experience.

Contractual Problems. No matter how many times VS 
have gone over an employment contract with their attor-
ney, it is impossible to cover any and all gaps in under-
standing the agreement and potential future conflicts. 
Certainly one of the most important parts of any contract 
should be mention of a restrictive covenant and condi-
tions for termination. Restrictive covenants or noncompete 
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clauses vary according to state law and are the most fre-
quent source of serious and prolonged litigation. Simi-
larly, employment agreements spell out conditions for 
terminating a VS services. Most conditions are routine 
such as failure to maintain a medical license or board cer-
tification, a felony conviction, debarment from the Medi-
care/Medicaid programs, loss of hospital privileges, and 
failure to fulfill contract obligations.12

Autonomy to Run Your Practice. Promises of autonomy dur-
ing negotiations may mean different things to VS and the 
employer. VS have to come to grips with the fact that they 
are working for someone and have to report to usually 
more than one person and often a nonphysician adminis-
trator. It also means that VS have little control of any sys-
tem merger or hiring of other VS. Staffing resources are a 
frequent source of conflict since the employer is going to 
have as few FTEs as possible to get the job done. In con-
trast to hiring and firing decisions in private practice 
where the VS and business manager make quick deci-
sions, hospitals have a full human resources department 
that takes time and is concerned with litigation.

Compensation. In general, compensation data for 2008-
2009 has shown that specialists in private practice earn 
more than their employed colleagues, particularly aca-
demic VS.13 However, this is starting to change as dis-
cussed later.

Income guarantees are now fading as productivity 
incentives gradually replace the former. Although com-
mon benchmarks such as MGMA, American Medical 
Group Management Association, or Faculty Practice 
Health Solutions from the American Association of 
Medical Colleges are used to ascertain the initial com-
pensation package, the use of productivity measures such 
as RVU or WRVUs for future employment extensions is 
fraught with uncertainty.14 Many factors that influence 
case volume (institutional reputation for instance) and the 
conversion factor (determined by Centers for Medicare & 
Medicaid Services) are beyond the VS control. It may be 
prudent to have a sizeable base salary guaranteed for sev-
eral years, if possible. VS must be certain of how RVU, 
the WRVU, the clinical full-time equivalent percentage 
utilized, the most appropriate benchmark for the situa-
tion, and the correct percentile level of the benchmark are 
being calculated for the term of the contract. In the cur-
rent SVS survey, members reported that productivity was 
measured by WRVUs in 45%, collections in 40.6%, and a 
combination of several metrics in 22% (Emily Kalata, 
Personal Communication).

New Associates. VS must try to have some say in any 
negotiation process if and when additional VS are hired. 

If compensation is productivity based, surplus VS in the 
practice may negatively affect compensation and refer-
rals, unless supported by correct market analysis.

National Perspective

A 32% increase in full-time employment of surgeons by 
hospitals has occurred between 2006 and 2011.7 The 
report by Charles et al also indicated that based on 
American Medical Association data, 67.9% of all sur-
geons were “employed” (includes groups larger than 2 
surgeons, academic or university groups) in 2009. The 
rest were self-employed, meaning they had full or part 
ownership interest in their practice (solo practitioner or 
2-surgeon practice). The difference in “employed” sur-
geons between those who graduated from medical school 
before 2000 (65.4%) and after 2000 (86.1%) was highly 
significant (P < .001).

The herd instinct to full employment by health care 
systems may or may not survive the natural instinct of 
physicians and surgeons in particular to be autonomous. 
Most VS are fully aware of the downsides of being 
employed by hospitals or large health systems. Employed 
physicians top complaints are the following: being 
“bossed” around by hospital administrators, not being in 
charge of decisions about staff or billing, and being forced 
to use new equipment and technology.15 VS are particu-
larly displeased with the inefficiencies of hospital sys-
tems. In a PressGaney survey of 27 000 physicians at 300 
hospitals, VS scored hospitals for inefficiency and unre-
sponsiveness the lowest (67.5 out of 100) compared to 
employed physicians (75), all surgeons (70.5), and medi-
cal specialists (73).16

Clearly, hospitals and large groups are able to attract 
both Primary Care and Specialty physicians because all 
the signs point to a decline in fee-for-service and reim-
bursement tied to value-based care and “bundled” pay-
ments with care under the umbrella of ACOs. Currently, 
67% of physicians have not seen any personal benefits 
from their participation in an ACO.9 There is some recent 
preliminary evidence that spending was lower and quality 
of care improved in Medicare patients cared for by large 
independent physician groups in ACOs.17 However, what 
if ACOs prove to be unprofitable or unworkable? Even 
without bundled payments or ACOs, hospitals figure that 
better care coordination, improved quality of care, and 
lower expenditures could give them a competitive edge 
and a larger market share. The question for a VS signing 
up with a large group or hospital is whether they will 
share in the success enough to mitigate the loss of auton-
omy and dealing with the disadvantages of a large bureau-
cracy. VS will need to protect themselves against the 
unguarded optimism that is sweeping most communities. 
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In Columbus, Ohio, all full-time VS are employed by 1 of 
3 health care systems. If increase market share is the goal 
of all 3 health care systems, unless each one expands its 
reach outside their own referral area and increases the 
“size of the pie” (which seems unlikely), 1 or 2 of these 
systems will soon be potentially dealing with excess VS 
capacity.

Future View

Belief in true integration with delivery of high-quality 
care provided economically is the most rational reason 
for physicians choosing employment with a hospital. But 
if physicians are not leading the system and simply 
employees working for a health care system, the relation-
ship will not succeed. A recent reduction in the nation’s 
health care expenses is given as a prime reason for inte-
gration of physicians with health care systems. However, 
the premise is not based on any data. Some experts have 
argued that health care costs are not only likely to go 
down but may increase with more physicians being now 
employed by hospitals.18 Indeed, in a survey of 11 000 
members by the American College of Physicians, one 
third say that costs increased after a hospital or health 
system purchased a physician group.19 Others argue, 
based on a Congressional Budget Office report, that it is 
the influx of large numbers of healthy baby boomers 
entering Medicare that are keeping costs low.20 In any 
case, the reprieve may be temporary and any hope of con-
trolling health care lies in physicians choosing wisely.

So what does a VS have to do? For a VS within a few 
years of retirement, either working for a hospital/large 
group or staying by in a small practice is an option 
depending on which trade-off is acceptable. For VS at 
their peak and mid-career, all signs point to considerable 
difficulty keeping a small practice viable. A large single 
specialty or multispecialty group is certainly a good 
option to hospital employment.21

New graduates seem to have a bright future with pre-
dicted shortages and an aging population. It is estimated 
that by 2030, there will only be 4 caregivers available for 
each person over the age of 80, compared to a ratio of 7:1 
in 2010 due to the large influx of baby boomers retiring 
(the “2030 problem”).22 Furthermore, competition 
between hospitals willing to pay more than small to 
medium private practices for VS and other specialists 
may result in talented individuals skilled in negotiations 
being rewarded. The demand for VS may also become 
apparent because an increasing number of millennial VS 
of both sexes may choose to work less than full-time and 
hospitals will have to accommodate them.

Increased public spending through Medicare and 
Medicaid will probably lead to more audits and government 

investigations of billing claims. Despite advances in elec-
tronic medical records, the time spent in record keeping 
and documentation will continue increasing and take up a 
significant part of the physician’s time. Small practices 
may not have ancillary staff and mid-level “providers” to 
assist VS in being efficient with their limited time.

Hospital mergers and consolidations are likely to con-
tinue steadily. VS may end up being part of an ever larger 
health care system and subject to the whims of new lead-
ership just like businesses taken over by competitors. A 
by-product of mergers may also lead to “exclusive” or 
private label relationships of large health care systems 
with insurers, many of whom are already purchasing 
large physician groups and some hospitals.

For the young VS, the good news is that there is and 
will be a workforce shortage.23 Even with the competitive 
entry of interventional cardiologists, demographic reali-
ties mean that the limited number of VS trainees graduat-
ing every year will find themselves heavily recruited. 
Indeed, even with Medicare and Medicaid insurance 
reimbursements not keeping up with inflation, compensa-
tion offered for VS has not declined. This is because hos-
pitals are subsidizing compensation offers from their 
facility and technical revenue.

Seventy-five percent of search assignments reported 
by Merritt Hawkins feature a salary plus bonus, with 57% 
of the bonus tied to an RVU.24 In addition, 39% of search 
assignment carried a quality component to the productiv-
ity bonus. Till there is some certainty around exactly 
which part of the “quality” the VS is responsible for, care 
must be taken to have some specificity in the employment 
contract so that the VS is not held solely responsible for 
actions of other professionals.

Academic medical centers will be in competition with 
private health care systems and large specialty or multi-
specialty groups to recruit and retain VS. AMCs may be 
at a disadvantage because of a persisting gap in compen-
sation compared to the private sector. While starting sala-
ries for new physicians in hospital-owned practices have 
exceeded that offered by private groups for the first time 
since 2009, this trend may reflect the competitive effort 
by hospitals to lure younger physicians and may not last. 
According to the Hay group, a consulting firm, hospital-
employed physicians are likely to receive a 2.2% median 
salary raise for 2014 compared to 3.7% for physicians in 
large group practices.25

Solo and small VS practices will also have a difficult 
time offering compensation packages to match offers 
made by deep pocket hospitals and large groups.

Because of the cost of recruiting new VS, institutions 
and medical groups will pay more attention to retention 
strategies aimed at better on boarding, mentoring, and 
involving them in participatory governance.26
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Conclusions

Having been through a previous torrid cycle of physician 
employment in the late 1980s, which was a financial 
debacle for hospitals, one wonders if the cycle will repeat 
itself. Certainly, hospitals have learnt lessons from the 
past in putting productivity incentives into employment 
contracts. However, VS who have practiced with full 
autonomy may have second thoughts becoming employ-
ees answering to administrators and in some cases on par 
with Physician Assistants and Nurse Practitioners. It 
would not be unrealistic to see some retrenchment in the 
current move to employment over the next few years. 
Therefore, it behooves the VS contemplating hospital or 
large group employment to review the restrictive cove-
nants or noncompete clause in their employment contract 
carefully to leave themselves a viable alternative to hav-
ing to move long distances in order to reestablish their 
practice. A worthwhile option will continue to be work-
ing for successful, large independent VS groups that are 
capital and labor intensive organizations and rapidly 
adjust to market forces.21
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