
 
 

Trends in Physician Practice Settings:  

Shift from Independent Private Practice to Hospital-centric 
 

 Some still consider the current US healthcare system to 

be a “cottage industry”, lacking in standardization and 

integration of care, which adversely affects the quality of 

medical care provided and acts as a barrier to healthcare 

reform initiatives (e.g., system-wide technology 

adoption).
1
  The current shift in physician medical care, 

from independent physician and group medical practices 

to hospital employment of physicians and acquisition of 

physician group practices, is considered, by some, as a 

means of correcting the fragmented nature of the 

healthcare industry. This trend, however, is not entirely 

unprecedented.  A 2007 study by the Center for 

Studying Health System Change, for example, found a 

significant decrease in the number of independent and 

two-physician practices from 1996/1997 to 2004/2005.
2
  

Many experts are hopeful that this growing trend in 

physician-hospital alignment initiatives will positively 

benefit healthcare delivery practices in the future. 
 

A key driver of the increasing trend in physician 

employment and practice acquisition by hospitals is the 

downshift in reimbursement for physicians in general, 

and certain specialties in particular.  The 21.2% cut to 

the Medicare physician fee schedule conversion factor, 

scheduled to take effect on March 1, 2010, and the 

additional bundling of specialty procedure codes (e.g., 

cardiology, radiology) are of major concern for 

physicians in private practice, as it is often more difficult 

for physician group practices to absorb losses in 

profitability and practice overhead costs than hospitals.
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Hospitals are also eager to acquire physician practices in 

an effort to provide integrated “one-stop service” for 

patients, reduce market competition, firm up referral 

sources, and benefit from the higher revenues garnered 

by many specialties, such as gastroenterology, 

neurosurgery, and cardiology, among others.
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These increases in hospital acquisition of physicians and 

group practices will likely gain momentum as 

reimbursement continues to downshift for physicians 

and discussion regarding new initiatives in healthcare 

reform continue.  However, the success of physician-

hospital alignment is not without its concerns, following 

the failure of physician employment initiatives in the 

1990s.
5
  As the mode of US healthcare delivery 

continues to evolve, driven by changes in reimbursement 

and regulatory reform, the success of physician-hospital 

relationships, and their effect on access and delivery of 

healthcare services, is still uncertain. 
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