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Key Year-End Observations

Volatility driven by COVID-19 rocked physician practices throughout
2020, causing declines across key performance metrics compared to
pre-pandemic levels. Physician productivity, compensation, and
revenues for the year all fell below 2019 results, while the average
investment required to supplement physician revenues rose.

Even so, physician practices saw some signs of recovery in the second
half of 2020, following significant disruption in the early months of the
pandemic as nationwide shutdowns and concerns over potential
COVID-19 exposure drove declines in physician visits. The median
Investment/Subsidy per Physician Full-Time Equivalent (FTE) fell 26%
from a high of $289,268 in the second quarter to $213,118 in the
fourth quarter, indicating the beginning of a return to pre-pandemic
performance. The median Investment/Subsidy per Physician FTE for
all of 2020 rose 6.8% from 2019 to $239,656, largely due to lower
patient volumes earlier in the year.

Physician Compensation per FTE declined just 1.6% from 2019 to
$303,181 in 2020, as many health systems chose to freeze
compensation levels during the pandemic, therefore reducing the
overall decrease. Median Physician Compensation per FTE was
$306,148 for the fourth quarter of 2020, up 1.4% from the third
quarter and closer to the 2019 median of $307,961. Declines in
productivity, however, led to a 6.3% year-over-year increase in

Physician Compensation per Work Relative Value Unit (WRVU) from
2019 to 2020. From Q3 to Q4, Physician Compensation per wRVU was
up 5.6%, but remained below Q1 and Q2 levels.

Overall physician productivity decreased for the year, with Physician
WRVUSs per FTE falling 8.4% from 2019 to 2020 due to the impacts of
the pandemic. Physician wRVUs per FTE improved significantly in the
second half of the year after plunging in Q2, but held below prior-year
performance for each quarter of 2020.

The effects of the pandemic on physician productivity varied across
specialties. Primary care physicians saw the most robust recovery due
to a patient-centric approach, including an increase in telemedicine
offerings. They face stiff competition, however, from an ever-growing array
of companies offering virtual care services. Specialty referrals remained
down as patients delayed seeking care for new issues. Recent media
reports indicate that initial diagnoses of diseases like cancer dropped in
2020, but could increase drastically as patients return in 2021.

Net Revenue per Physician wRVU rose just 1.4% from 2019 to 2020 due
to interim payment plans that increased compensation for COVID-19
cases. Looking back over the course of the year, Net Revenue per
Physician wRVU dropped in early 2020, but increased incrementally
each quarter after, including a 0.5% increase from Q3 to Q4.

' Kluger, Jeffrey, “You May Be Surprised by the Type of American Who Is Postponing Basic Health Care During the Pandemic,” Time Magazine, Feb. 23, 2021.
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Net Revenue per Physician FTE, however, fell 6.3% from 2019 to a
median of $566,773 in 2020 due to pandemic-fueled declines in
patient volumes. Looking at results by quarter, Net Revenue per
Physician FTE declined slightly at 0.8% from Q3 to $598,805 in Q4, but
remained closer to 2019 levels after hitting a low of $447,383 in Q2.

Total Direct Expense per Physician FTE (including advanced practice
providers or APPs) fell 4.9%—more than $40,200—from 2019 to
$782,518 in 2020. Contributing factors included volume declines
associated with the pandemic that led to lower overall expenses, and
reductions in staff availability as many clinicians—particularly female
physicians and APPs—had to stay home to care for children and
others due to school closures and nationwide shutdowns. Total Direct
Expense per Physician FTE rose 0.9% from Q3 to Q4. If expenses
continue to increase in 2021, it could lead to increases in required
investments per physician, further straining physician enterprises and
the health systems that employ them.

Support Staff FTEs per 10,000 wRVUs was up 6.1% from 2019 to 2020.
This result likely is due to decreased physician productivity and the fact
that many health systems maintained support staff positions despite
decreased patient demand.

Many hospitals and health systems continue to develop and grow their
employed physician strategies as older physicians retire and recruitment
for new physicians becomes increasingly competitive. Healthcare

KaufmanHall

leaders should take a balanced approach to meeting patient demand
moving forward. Rethinking the investment required to pay physicians
(after the partial offset by revenue generated through the physician
practice) is a critical step in paving the way to robust value-based care.

At the same time, health systems need to set clear clinical quality and
economic targets. Establishing a physician management system with
accountability for both physicians and administrators is essential to
ensuring optimal physician practice performance.

2020 Takeaways:

® Financial pressures remain high, and systems and their boards will
be scrutinizing Investments/Subsidies per Physician FTE.

® Health systems will need to actively understand 2021 Physician
Enterprise Investments/Subsidies at the clinical cohort level
compared to actual benchmarks to set realistic performance targets.

® Management of these factors will require developing individualized
business plans to achieve well-defined, shared goals.

® Physicians will need to be actively engaged and participate in
managing access for new patients. Their incentives must balance
production incentives with initiatives that support holistic patient
care within the larger health system’s patient population.

® Organizations should engage physicians (especially specialists) in
these activities because physicians are aware of the issues and
likely have unique insights on these trends.
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Key Performance Metrics Summary

Key Performance Metrics Change from

(Median) 2019 to 2020 Factors

Investment/Subsidy Increased due to Q1 and Q2 reductions in

$224,389 6.8% $239,656

per Physician FTE volume related to COVID-19

Phvsician C i . o
ysician Compensation $307.961 (1.6%) $303,181 Frozen compensation levels mitigated

per FTE decrease overall

Physician Compensation $58.27 6.3% $61.96 Reduction in production with level

per wRVU ' = ’ compensation

Physici RVU .

pest';f'Ea” WRVES 5,445 (8.4%) 4,986 Production decrease due to COVID-19

Net Revenue per 0 Revenue held constant due to interim

Physician wRVU 2SS 1.4% SEIBEE payment plans

Net R

Pr?ysi::ei\::\n:TeEper $604,943 (6.3%) $566,773 Production decrease due to COVID-19

Total Direct Expense (Inc. APP) 0 Reduction in staff availability and expenses

per Physician FTE = (4.9%) SIS due to COVID-19

Clinical and Front Office Support 579 6.1% 596 Decreased physician productivity and

Staff per 10,000 wRVUs ' S ’ maintenance of support staff positions
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Costs per Physician
See Some Recovery

While the median Investment/Subsidy per
Physician FTE increased 11.4% from the third
quarter to $213,118 in the fourth quarter, the two
quarters together indicated the beginning of a
return to pre-pandemic levels of performance.
Investment/Subsidy per Physician FTE fell 26% in
Q4 from a high of $289,268 in Q2, and was 5.0%
below 2019 levels. The median Investment/
Subsidy per Physician FTE for all of 2020 rose
6.8% from 2019 to $239,656, due to low patient
volumes early in the pandemic.

Investment/Subsidy per Physician FTE by specialty
cohort results reflect volume recoveries over the
course of the year. Medical Specialties improved,
decreasing 2% in Q4 compared to 2019. Surgical
Specialties broke even with 2019 levels in Q4 as
elective procedures resumed following pandemic-
related shutdowns in the spring. Primary Care and
Obstetrics/Gynecology (Ob/Gyn) decreased 24% and
22%, respectively in Q4 2020 compared to 2019,
suggesting that direct costs were not fully restored.

KaufmanHall

Subsidy (Loss) per Physician FTE
All Specialties - 25th, 50th, 75th %-tile

Q42020 *

11.4% change Q3 2020 to Q42020

Q32020
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Source: Kaufman Hall Physician Flash Report, March 2021

Subsidy (Loss) per Physician FTE

By Specialty Cohort - 25th, 50th, 75th %-tile
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Source: Kaufman Hall Physician Flash Report, March 2021
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Subsidy (Loss) per Physician FTE
By Geographic Region - 25th, 50th, 75th %-tile

Region Results
Reflect Volatility

Throughout 2020 <>’Z

$100k

4
& ><>} <>}§><>

Most regions experienced increases in Investment/

Subsidy per Physician FTE for the first and second

$0

quarters of 2020, followed by sharp declines in the

third quarter. The South saw Investment/Subsidy $-100k
per_ PhyS|C|an l_—l—E decrease 25% |n Q4 compared tO Great Plains Midwest Northeast/Mid-Atlantic South West
2019, while the Northeast/Mid-Atlantic was flat in

Q4 compared to prior year performance. The

2019 M Q12020 M Q22020 M Q32020 M Q42020 'O'Medlans

Source: Kaufman Hall Physician Flash Report, March 2021

Great Plains, Midwest, and West regions all saw

Subsidy (Loss) per Physician FTE

Investment/SubSIdy per PhySICIan FTE increase over Primary Care By Geographic Region - 25th, 50th, 75th %-tile

2019 levels, at 12%, 11%, and 5%, respectively.

$400k
A deeper review of Primary Care by geographic e
region shows Investment/Subsidy per Physician FTE ;
in the Great Plains increased 18% in Q3 and 5% in 200 ;S <>}
Q4 compared to 2019. The Midwest and Northeast/ $100k <; > > , Zi% N
Mid-Atlantic regions saw decreases from 2019 to ©
Q4 at 19% and 14%, respectively. The South saw the
most significant decrease in Investment/Subsidy o
per Physician FTE, falling 61% in the fourth quarter 3200k

compared to 2019 performance.

Great Plains Midwest Northeast/Mid-Atlantic South West

2019 M Q12020 M Q22020 M Q32020 M Q42020 'O'Medlans

Source: Kaufman Hall Physician Flash Report, March 2021
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Compensation ey Compensan e

All Specialties - 25th, 50th, 75th %-tile

Increases After Second i

1.4% change Q3 2020 to Q4 2020 -}
. Q32020 *
Quarter Declines

Q22020 *

Physician Compensation per FrE trel’]dS reﬂect the Q12020 *
ups and downs of the pandemic, as nationwide 2019 O
shutdowns and spikes in new COVID-19 cases $250k $300k $350k $400Kk $450k

ContrIbUted tO Overa“ VOlume deC“neS' Whlle those Source: Kaufman Hall Physician Flash Report, March 2021

volume declines drove decreases in the first and
second quarters, Physician Compensation per FTE . _
Physician Compensation per FTE

levels improved the second half of the year. By the oo By Specialty Cohort - 25th, 50th, 75th %-tile

fourth quarter, compensation levels were near s600k

pre-pandemic performance at just 0.6% below 2019. oo

Looking at Physician Compensation per FTE by $500k

specialty, all cohorts saw compensation drop from $450k &XW"
the first to second quarters. Primary Care saw the $400k

largest drop at 12.2%, while Medical Specialties fell $350k

9.6%, Surgical Specialties declined 6.7%, and $300k e a w
Hospital-based Specialties declined 6.4% from Q1 $250k

to Q2. Primary Care also had the softest rebound $200k

in the second half of 2020, showing just a 0.3% Hospla) ased Jredes) Ob/Gyn Primary Care Psychiatry el
increase from Q3 to Q4 2020. 2o W oo W oo @ xn B osmn <O Medn

Source: Kaufman Hall Physician Flash Report, March 2021
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Compensation per

All Specialties - 25th, 50th, 75th %-tile

WR\/U Rlses AbO\/e Q42020 T—
6% change Q3 2020 to Q42020 =
2019 Levels S N
Q22020 *
Physician Compensation per wRVU illustrates qrao e S ———————
the impacts of reduced productivity on 2019 O
compensation. Physician Compensation per $50 $60 $70 $80 $90

WRVU increased 5.6% from $57.63 in Q3 to
$60.87 in Q4. The fourth quarter figure was
4.5% higher than 2019 levels, but remained

Source: Kaufman Hall Physician Flash Report, March 2021

Physician Compensation per wRVU

down compared to Q1 and Q2 due to wRVU By Specialty Cohort - 25th, 50th, 75th %-tile
deterioration in the first half of the year. $110
Physician Compensation per wRVU rose across e
all specialties from the third to the fourth quarters. $90
Ob/Gyn saw the largest quarter-over-quarter $80
increase at 14.6%, jumping from $52.26 in Q3 o /’\W Q/HX
to $59.91 in Q4. Physician Compensation per g 2 ) j
WRVU increased 6.9% from Q3 to Q4 for Medical . </
Specialties, 4.1% for Surgical Specialties, and $50
3.7% for Primary Care. s40
RS won e e

2019 M Q12020 M Q22020 M Q32020 M Q42020 'O'Med\ans

Source: Kaufman Hall Physician Flash Report, March 2021
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Productivity Remains

All Specialties - 25th, 50th, 75th %-tile

Below 2019 Levels S B e b e e —
{- -1.2% change Q3 2020 to Q4 2020
Q32020 *
Overall Physician wRVUs per FTE bounced back to 22020 —— ————————
first-quarter levels in Q3, but productivity was S :
down for each quarter in 2020 compared to 2019.
Fourth quarter Physician wRVUs per FTE fell 4.8% o %
3000 3500 4000 4500 5000 5500 6000 6500 7000 7500

below 2019 performance.

Source: Kaufman Hall Physician Flash Report, March 2021
Looking at productivity across specialties,

Psychiatry continued to see favorable gains with
.. . Physician wRVUs per FTE
Physician wRVUs per FTE up 3% in Q4 compared By Specialty Cohort - 25th, 50th, 75th %-tile
to 2019. Medical and Hospital-based specialties
saw declines, falling 3% and 4% in Q4 from 2019,

respectively. Primary Care recovered significantly

9000

8000

since the start of the pandemic, with Physician 700 0\
WRVUs per FTE up 24% from Q2 to Q4, but still 6000 O\xjx

0 <>\ 50
down 7% compared to 2019. Ob/Gyn saw the <00 oxx g

largest decrease from Q3 to Q4, falling 7%.

4000

[ 1 4.8% .

Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical
Specialty Specialty Specialty
PhySlCla al WR\/US 2019 B Q12020 M Q22020 M Q32020 M Q42020 == Medians
pe 0 F | E (ZO 1 9 to Q4) Source: Kaufman Hall Physician Flash Report, March 2021
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Qe\/e n U e | n C rea SeS Net Revenue (Including APPs) per Physician wRVU

All Specialties - 25th, 50th, 75th %-tile

ncrementally After | g

0.5% change Q3 2020 to Q4 2020 -}
nitia| Drop Q32020 *

Q22020 *

Net Revenue per Physician wRVU saw an initial Q12020 e
decrease at the start of the pandemic in early 2020, 2019 O
but increased incrementally in subsequent quarters $60 $70 550 590 a0 smo e s s e

over the course Of 2020 For the fourth quarter' Source: Kaufman Hall Physician Flash Report, March 2021
Net Revenue per Physician wRVU was up 0.5% from

the third quarter and 3.5% above 2019 levels.

[ h3.5% |

Net Revenue
per Physician wRVU
(2019 to Q4)
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EX p e n S e S H e | d B e | OV\/ Total Direct Expense (Including APP) per Physician FTE

All Specialties - 25th, 50th, 75th %-tile

Pre-Pandemic Levels | ———

0.9% change Q3 2020 to Q4 2020 -}

Q32020 *

Total Direct Expense per PhySiCian FTE (inCIUding Q22020 ——

advanced practice providers) fell $41,440 or 5% in

*
the fourth quarter compared to 2019, but rose o
slightly at 0.9% from Q3 to Q4. If expenses o %
continue to increase in 2021, it could lead to o oo o oo o o o
increases in required investments per physician. Souree: Kautman Hall PhysIcian Hash Report, March 2021

Most specialties were able to flex down expenses
Total Direct Expense (Including APP) per Physician FTE

in 2020 in response to pandemic-related By Specialty Cohort - 25th, 50th, 75th %-tile
pressures. Primary Care and Ob/Gyn specialties s
decreased expenses 7% and 8% in Q4 compared e
to 2019, respectively. Hospital-based Specialties o
saw Total Direct Expense per Physician FTE o &
increase 1% from the third to fourth quarters o L 0\ ) 0\ Xr‘>~<
while Surgical Specialties increased 3%, but both o x/x \2 X/"
cohorts remained consistently below 2019 levels. . oA
A
$0.5M
1 ¥ 5.0%
N - " ety Specioy e e e Specaly
Total Direct Expense e W cnn W o O
pe r— P hyS | C|a n I_—l'E Source: Kaufman Hall Physician Flash Report, March 2021

(2019 to Q4)
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S U p p O rt Staff Support Staff FTEs per 10k wRVUs

All Specialties - 25th, 50th, 75th %-tile

ReSu'tS Up Due tO Q42020 m*
5% change Q32020 t0 Q42020 =

Q32020 *
COVID-19 Impacts

Q22020 *
Many health systems held support staff positions qrao e S ————
steady despite decreases in physician productivity. 2019 O
Most staff likely were required to support 2 25 3 35 4 45 5 55

additional patient Communication and teSting Source: Kaufman Hall Physician Flash Report, March 2021
services, which may not have been captured
during this time period. Support Staff FTEs per
Support Staff FTEs per 10k wRVUs
10,000 wRVUs rose 16% in Q4 compared to 2019, By Specialty Cohort - 25th, 50th, 75th %-tile

as physician productivity remained down.

Primary care was the most affected, with Q4

Support Staff FTEs per 10,000 wRVUS rising 9% 5
from Q3 and up 20% from 2019. Health systems

will need to carefully consider how and when to

staff for returning patient volumes to allow 3
providers to maximize production.

O 1
' f | \ 1 6 /O

Medical Ob/Gyn Primary Care Psychiatry Surgical
\ <

Support Staff FTEs -
pe r /I 0,000 WR\/US Source: Kaufman Hall Physician Flash Report, March 2021
(2019 to Q4)

2019 M Q12020 M Q22020 M Q32020 M Q42020 == Medians
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About the Data

The Physician Flash Report uses actual data over the last three years
sampled on a recurring monthly basis from Axiom Comparative
Analytics from Syntellis Performance Solutions, which contains more
than 68,000 physicians, 28,000 APPs, and 100 specialties. The sample
of physicians represents data from across the United States.
Physicians of all types are represented, from family medicine
physicians to neurosurgeons, and from single physician practices to
large academic physician groups.

Advanced statistical techniques are used to standardize data,

identify and handle outliers, and ensure statistical soundness prior

to inclusion in the report. While this report presents data in the
aggregate, Syntellis has real-time data down to individual physicians,
non-provider staff, job code, pay type, and account levels. Data can be
customized into peer groups for unparalleled comparisons to drive
operational decisions and performance improvement initiatives.

Map of Regions

Northeast/
Mid-Atlantic

General Statistical Terms

® Range: The difference in value between the maximum
and minimum values of a dataset

® Average (Mean): The average value of an entire dataset
® Median: The value that divides the dataset in half, the middle value

® 1st Quartile: The value halfway between the smallest number and
the median
® 3rd Quartile: The value halfway between the median

and the largest number

® Interquartile Range (IQR): The difference between the
3rd Quartile and the 1st Quartile (Q3 - Q1).

KaufmanHall
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AbOUt the Data (continued)

What Is a Box Plot?

< 3rd Quartile A box plot is a graphical description of the distribution of data through three quantities of the
dataset: 1st quartile, median, and 3rd quartile. The trend line does not represent a particular
value but is present to highlight the trend in medians between bars.

Evaluating the Plot
<+— Median

The box plot to the left contains three related vertical bars:
® The bottom of each bar represents the 1st quartile (25th percentile)
<—— 1st Quartile ® The diamond between the top and bottom of the bar is the median value of the dataset.
® The top of each bar represents the 3rd quartile (75th percentile)
Trend B The orange line shows the trend between the bars

Syntellis Measure Definitions:

® Subsidy (Loss) per Physician FTE: Subsidies represent net ® Net Revenue per Physician wRVU: Net revenue divided by
patient service revenue minus total direct expense. Subsidies Work RVUs.
are divided by physician FTEs. m Net Revenue per Physician FTE: Net revenue divided by
® Physician Compensation per wRVU: Total physician physician FTEs.
compensation divided by Work RVUs. m Total Direct Expense per Physician FTE: Total expense divided
® Physician Compensation per FTE: Total physician compensation by physician FTEs.
divided by physician FTEs. m Support Staff FTEs per 10,000 wRVUs: Support Staff FTEs
® Physician wRVUs per FTE: Physician Work RVUs divided by divided by 10,000 Work RVUs. Support Staff includes front office
physician FTEs. and clinical support staff. Work RVUs are adjusted by provider

FTEs to assess productivity.
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For more information contact

Cynthia Peters Arnold

Senior Vice President

Kaufman, Hall & Associates, LLC
carnold@kaufmanhall.com

Matthew Bates

Managing Director

Physician Enterprise Service Line Lead
Kaufman, Hall & Associates, LLC
406.285.1652 | mobile

To learn more

Please visit the Kaufman Hall website at kaufmanhall.com,
or call 847.441.8780 to talk with our experts.

For media requests

Contact Haydn Bush at hbush@kaufmanhall.com
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