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Nonprofit Hospital Executive Salaries Outpace Those of Clinicians

Healthcare management and other nonclinical workers
are essential for the efficient functioning of a modern
healthcare system, which has become increasingly
complex given the growing “burden” of nonclinical tasks
such as documentation.! As healthcare costs continue to
rise, the wages and value of nonclinical staff, especially
CEOs, have been examined more critically.> Over the
past decade, nonclinical healthcare workers, including
executives, have seen large increases in compensation,
outpacing their clinical counterparts.® A recent study in
Clinical Orthopaedics and Related Research compared
the wages of nonprofit hospital chief executive officers
(CEOs) and chief financial officers (CFOs) to categories
of clinical workers over a 10-year period, and found an
increasing wage gap between executives and clinical
staff at 22 major nonprofit hospitals.* Despite this wage
gap, the study did not find a similar increase in healthcare
utilization, suggesting that the wages paid to these
executives did not result in the addition of any significant
value to the hospital.®

In 2005, nonprofit hospital CEOs made 3 times as much
as orthopedic surgeons, 7 times as much as pediatricians,
and 23 times as much as registered nurses.® By 2015,
nonprofit hospital CEOs were making 5 times as much as
orthopedic surgeons, 12 times as much as pediatricians,
and 44 times as much as registered nurses; the average
compensation for nonprofit hospital CEOs increased
93% from 2005 to 2015.” In addition to the increased
wages of nonclinical executives, the sheer number of
nonclinical workers grew during the 10-year period; in
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2015, for every physician, a hospital had (on average) one
nonclinical management worker and 10 nonclinical
workers, a 17% increase from 2005.°

From 2005 to 2015, national healthcare expenditures
increased from $2.5 trillion to $3.2 trillion, with
healthcare wages being accountable for more than 25%
of that growth, growing from $633 billion to $865 billion;
nonclinicians accounted for 27% of that growth.® When
comparing the relatively stagnant utilization of
healthcare services over this time period to the dramatic
increases in the mean compensation for nonprofit
hospital executives, it appears that these wage increases
“outpace plausible growth in value,” meaning that it is
unlikely that the “near-doubling of mean compensation
to hospital executives is justified by the value added by
their work.”10

With the affordability of healthcare at the forefront of
national healthcare policy debates, the value of each
nonclinical healthcare worker, especially hospital
executives, is likely being scrutinized closely so as to
assure that their compensation is justified by the value of
their work.** The government already appears to be
paying attention, as evidenced by the passage of the Tax
Cuts & Jobs Act of 2017, which implemented a new 21%
excise tax on compensation over $1 million that is paid
to a nonprofit organization’s five highest-paid
employees, bringing nonprofits more in line with their
for-profit counterparts.> Whether further action will be
taken by the federal or state governments in response to
the study’s findings remains to be seen.
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Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH
CAPITAL CONSULTANTS (HCC), where he focuses on the areas of valuation
and financial analysis for hospitals, physician practices, and other
healthcare enterprises. Mr. Zigrang has over 20 years of experience
providing valuation, financial, transaction and strategic advisory services

. nationwide in over 1,000 transactions and joint ventures. Mr. Zigrang is
also con5|dered an expert in the field of healthcare compensation for physicians,
executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of
Business Administration (MBA) from the University of Missouri at Columbia. He is a
Fellow of the American College of Healthcare Executives (FACHE) and holds the
Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers,
where he has served as President of the St. Louis Chapter, and is current Chair of the ASA
Healthcare Special Interest Group (HSIG).

John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH
CAPITAL CONSULTANTS (HCC). Mr. Chwarzinski’s areas of expertise
include advanced statistical analysis, econometric modeling, as well as,
economic and financial analysis. Mr. Chwarzinski is the co-author of peer-
reviewed and industry articles published in Business Valuation Review and
NACVA QuickRead, and he has spoken before the Virginia Medical Group
Management Association (VMGMA) and the Midwest Accountable Care Organization
Expo. Mr. Chwarzinski holds a Master’s Degree in Economics from the University of
Missouri — St. Louis, as well as, a Master’s Degree in Finance from the John M. Olin
School of Business at Washington University in St. Louis. He is a member of the St. Louis
Chapter of the American Society of Appraisers, as well as a candidate for the Accredited
Senior Appraiser designation from the American Society of Appraisers.

Jessica L. Bailey-Wheaton, Esq., is Vice President and General Counsel
of HEALTH CAPITAL CONSULTANTS (HCC), where she conducts project
management and consulting services related to the impact of both federal
and state regulations on healthcare exempt organization transactions and
provides research services necessary to support certified opinions of value
related to the Fair Market Value and Commercial Reasonableness of
transactions related to healthcare enterprises, assets, and services. Ms. Bailey-Wheaton is
a member of the Missouri and Illinois Bars and holds a J.D., with a concentration in Health
Law, from Saint Louis University School of Law, where she served as Fall Managing
Editor for the Journal of Health Law & Policy.

Daniel J. Chen, MSF, is a Senior Financial Analyst at HEALTH CAPITAL
CONSULTANTS (HCC), where he develops fair market value and
commercial reasonableness opinions related to healthcare enterprises,
assets, and services. In addition, Mr. Chen prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services, and applies utilization demand and reimbursement trends to project
professional medical revenue streams, as well as ancillary services and technical
component (ASTC) revenue streams. Mr. Chen has a Master of Science in Finance from
Washington University St. Louis.
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