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@ EXECUTIVE SUMMARY

The 2024 Rural Provider Compensation Report, newly released by Stroudwater Associates, the National
Rural Health Association (NRHA), and the National Organization of State Offices of Rural Health (NOSORH),
illustrates the enormous variability in provider compensation across rural healthcare organizations and
the pressing need for those organizations to align provider compensation with their goals while complying
with fair market value (FMV).

Current rural provider compensation strategies are financially unsustainable, unaligned with best
practices, and raise significant concerns about maintaining compliance. With more than 121 rural and
community hospital closures since 2005, rural leaders must take a step back, consider the big picture,
and align provider compensation with the evolving market and their strategic plan to best position their
organization for financial and operational sustainability.
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Settlements and judgments under the

False Claims Act [l B ¥ X130 of]| 1]

in the fiscal year ending Sept. 30, 2023.
The government and whistleblowers were
party to 543 settlements and judgments,
the highest number of settlements and
judgments in a single year. Of the more
than $2.68 billion in False Claims Act
settlements and judgments reported by
the Department of Justice this past fiscal
year, over $1.8 billion relation to matters
that involved the healthcare industry.

Department of Justice,
February 22, 2024
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Key takeaways from the

2024 SURVEY DATA

Rural hospitals will have a financial sustainability and compliance
challenge if they do not address provider pay disparities and
overcompensation.

Since the pandemic, survey data and Stroudwater’s consulting work
reveal that more rural hospitals are at high risk of non-compliance.

» Many rural organizations do not know the rules and therefore do
not understand risk levels.

» Rural organizations struggling with recruitment are increasing
compensation to attract providers, potentially risking
non-compliance.

Most rural provider compensation is not tied to incentives.

» 54.7% of respondents pay providers a straight salary with no
performance or quality incentives; a slight decrease since 2023,
which reported 56%.

Salary variability continues to increase.

» While median compensation for a family medicine physician
without OB is under $260,000, the survey uncovered an overall
range of total compensation of $179,500 - $420,874 for these
providers.

Over half of the organizations surveyed did not know which
Medicare physician fee schedule they were using.

» Only 36.8% of the organizations surveyed were using the most
recent Medicare physician fee schedule.

Compared to other specialties, CRNA compensation is increasing
well beyond inflation and at insurmountable rates.

» CRNA compensation in the rural space has grown from a
pre-pandemic salary of $150,000 - $180,000 based on client
data to a median salary of over $251,500.
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A data-informed compensation strategy that aligns with the organization’s
goals is the only way forward for rural healthcare organizations.

Released in December 2024, the second annual Rural
Provider Compensation Report was produced by Stroudwater
Associates in partnership with the National Rural Health
Association (NRHA) and the National Organization of
State Offices of Rural Health (NOSORH). This year’s report,
based on the Second Annual Rural Provider Compensation
Survey, dives deeper into the compensation trends for rural
healthcare providers, underscores significant compliance
concerns around fair market value (FMV), and stresses
growing concerns about increasing provider compensation in a
financially unsustainable market. The analysis provides a path
forward for rural healthcare organizations facing supply and
demand headwinds made more complicated by escalating
compensation demands among providers and the rising cost
of operations.

“While there is information about physician compensation
in urban or suburban settings, the rural healthcare space
had severely lacked data in this arena until 2023 with the
release of our inaugural report,” says Stroudwater Principal
Opal H. Greenway, J.D., M.B.A, C.V.A. “We set out to change
that by focusing our survey solely on rural providers, so that
rural organizations had the data needed to make informed
decisions for their specific hospital.”

Before the First Annual Rural Provider Compensation Survey,
rural healthcare organizations historically relied on data and
information from groups like the Medical Group Management
Association (MGMA). While such information can be used
directionally for compensation, it is often skewed by larger
systems or providers and urban/suburban organizations,
minimizing its effectiveness and even driving up rural
compensation in some cases.

“The predominant change in the 2024 survey and the resulting
report is the specificity of the data,” notes Greenway. “Rural
organizations will now be able to see the median ranges for
providers across the country.”
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FORCES INFLUENCING COMPENSATION

Physician shortages, along with the highly competitive post-pandemic o
labor market, add alayer of complexity for rural healthcare organizations. g 80%
o

Over 80% of American counties are considered “healthcare deserts,”
where access to healthcare is limited or nonexistent.? People living in

rural locations — a disproportionate number of whom live under the OF AMERICAN COUNTIES
poverty level and are in poorer health® — are often forced to travel ARE CONSIDERED
significant distances to receive routine or specialty care for chronic or HEALTHCARE DESERTS

complex conditions.

Attracting and retaining physicians, nurse practitioners and physician assistants is a formidable task for
rural health leaders; an effective compensation strategy attuned to both market forces and organizational
goals is a fundamental recruitment and retention tool. Approximately one-fifth of Americans live in rural
areas, but only about 10 percent of the nation’s physicians are located there.* A growing demand for care
and inadequate supply to meet that demand lead to higher rates of death, disability, and chronic disease
for rural Americans compared to their urban counterparts.

While the 2023 report was a significant step forward for rural healthcare organizations, rural leaders
continue to establish provider compensation without an organizationally aligned strategy, which hinders
competitiveness in the market and can put the organization at financial and legal risk.

With 69% of physician respondents in a recent McKinsey survey® citing compensation as a major factor—
if not the primary factor—in determining whether to leave or stay at an organization, rural healthcare
organizations must prioritize designing compensation structures that are financially responsible and
sustainable.

Greenway explains:  “Despite  provider 2023 vs. 2024 Survey Respondents
compensation being the single most

expensive item on the hospital’s P&L, rural

leaders are setting compensation based on Total Survey Respondents 59
provider requests. Rural leaders must start

alighing compensation with incentives that Health System Respondents “79

support the organization’s goals to maintain

B
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operations. Data. Strategy. Alignment. These Independent Hospital Respondents
milestones are the only way forward for
rural healthcare leadership to recruit and
retain primary care physicians and advanced 0 50 100 150 200
practice providers and maintain the financial

health of the hospital.”

No Response - System Status |4

2GoodRX, Mapping Healthcare Deserts: 80% of the Country Lacks Adequate Access to Healthcare

3CDC, About Rural Health
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SURVEY BACKGROUND

Stroudwater Associates released the 2024 Provider Compensation Survey in January/February 2024 to
provide insight into rural healthcare organizations and promote evidence-based, informed decisions when
considering physician and advanced practice provider (APP) compensation.

Respondents ranged from independent hospitals that reported fewer than 10 staffed beds to rural systems
with over 150 staffed beds combined. No independent respondent reported more than 150 staffed beds.

The survey represents, at minimum, approximately Frat:zhE e geivile [Tl | Bl g (=813 16) [e)V/=1=1F

Minimum Provider FTEs Represented

Reported as Independent [N 1762

Reported as System [ .07

Nationally

oK 1K 2K 3K

Respondents represent 42 out of 50 states, and all five Federal Office of Rural Health Policy (FORHP)
regions had at least one respondent.

FORHP
REGIONAL
RESPONDENTS
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Measures

» Average Compensation: The average compensation paid within a calendar year to a specific specialty
and provider type.

» Number of providers by specialty.

» Provider Employment Status: Providers were identified as W-2, Contracted (1099) or locums.

Sources

» Stroudwater Associates 2024 Provider Compensation survey, 199 responses reflective of 42 of 50 states.

» AANP State Practice Environmental map.

» Rural Organizations were contacted through NRHA, NOSORH, and individual State Offices of Rural
Health.

Limitations

» First year conducting survey in-house; prior year survey does not allow for an apples-to-apples
comparison.

» Data is self-reported by organizations without validation and is based on total compensation.

» For results indicating the value needs further validation, but additional data is available; N/A indicates
insufficient responses for category.

Survey Responses by System vs. Independent Survey Responses by FORHP Region
FORHP Region

Total
Response
Rate
[ Region A
[ Region D
[ Region B
B Region E
B Region C B system Respondents I Independent Respondents
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TYPES OF COMPENSATION FOR
EMPLOYED PROVIDERS

[«

-

Annual Guarantee
» Starting Base Salary

» Base Compensation - may or

may not be readjusted

Productivity Incentive
mostly replaced by:

» Compensation per Visit

» Panel Size Compensation

Administrative & Other Duties
» Medical Directorships

» APP Supervision

» Call Compensation

Value-Base Compensation
- » Quality Incentive

Adjusted wRVU
» Distributions of ACO Dollars

% of NPSR or Gross Charges -

» Compensation per Work RVU (wRVU)

» Values-Based Reimbursement

Compensation is the remuneration
awarded to an employee in exchange for
their service or individual contributions to
your business. The contributions can be
their time, knowledge, skills, abilities, &

commitment to your company or a project.

J

¢Provider Compensation & Productivity Data Report | May 2024
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54.7%

of respondents pay providers entirely on
a straight salary not tied to performance
or quality, a slight decline from 2023 data

that reported 56%.

According to Greenway: “Straight salary
is not aligned with best practices. Rural
healthcare organizations are struggling,
and hospitals need providers to do
more than show up. Strategy around
compensation should always reward
those successfully contributing to your
organization’s strategy. If providers don’t
understand the goals of the organization,
and therefore, are not incentivized to
change how they see patients, or to have
quality outcomes, then your organization
will suffer, not from lack of desire but
lack of alignment.”

Comparatively, the most recent data from

MGMA on provider compensation shares

that less than 35% of the organizations

surveyed, predominately urban and

suburban organizations, pay on straight

salary.®

£ :

“If everything is guaranteed,

then there is IR I<=I\-N for
rural providers to make sure they
understand the organizational
strategy.”

Opal Greenway, JD, MBA, CVA
Principal
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Incentive compensation has several benefits:

» Not limited to a single type of incentive » Encourages healthy competition within a group
» Creates a mechanism for enhancing provider » Supports pay equity
engagement

» Promotes a data-driven culture

Challenges to incentive compensation have led some providers to mistrust incentives:

» Qverly complicated or unclear incentives » Inaccurate data analytics

» Unreachable incentives

“There is an ongoing trend of healthcare
o organizations defaulting to paying their providers

® o the median salary from a compensation survey. If

everyone pays the median — which is potentially

not tied to the organization’s goals — then the
median becomes the floor,” cautions Greenway.

of respondents provide some form of incentive
compensation, down from 37% in 2023.

Using work relative value units (wRVUs), which are measurable and set by CMS, is a standardized way to
assign productivity credit. wRVU-based models are the most used incentives to promote patient volume.
The downside of a wRVU-based model is that it ties provider compensation to patient volume rather than
the quality of care provided or outcomes achieved.

“Work relative value units can underscore a fee-for-service mindset. For rural hospitals moving toward
value-based payments and controlling the cost of care, wRVUs should only be a portion of the incentive,”
says Greenway.

Independent vs. Health System Production Incentive

Production Incentive 47 15

200 Respondents

. Independent . Health System Did Not Provide

According to Greenway: “The transition to value-based care hasn’t been nearly as fast as we thought
— many organizations believed that value-based reimbursement was going to transform a lot of things
with regards to provider compensation, but it hasn’t really changed because of it. What’s surprising is
that quality compensation decreased significantly from 2023 to 2024 - from 22% down to 13.1%. While
we anticipated this continuing to grow year over year, that does not seem to be the case. We know that
for most organizations volume is still the key driver, but an incentive tied to quality helps ensure that
providers, and the organizations they serve, are accountable for quality care.”

@STROUDWATER | stroudwater.com




Quality measures, according to CMS, are “tools that help measure or quantify healthcare processes,
outcomes, patient perceptions, and organizational structure and/or systems that are associated with the
ability to provide high-quality healthcare and/or that relate to one or more quality goals for healthcare.””
Tying a percentage of provider compensation to quality data ensures that rural organizations and
providers are accountable for the quality of care they provide and align with the industry’s transition
to population health.

Independent vs. Health System Quality Incentive

Quality Incentive m

200 Respondents
. Independent . Health System Did Not Provide

“Prior to the pandemic, we saw quality incentives trending up, but since then, we have seen a notable
decrease in quality incentives,” shares Greenway. “Many providers were unhappy with quality incentives
because the accuracy of the data was limited, and they didn’t want their compensation tied to that.”

The 2024 Stroudwater survey data shows that only 13% of respondents provide quality incentives. The
incentives range from set amounts per year up to $45,000 per year. There were several methods for
quality incentives including:

» Participation in closing quality gaps and completing documentation
» Those metrics included:

» Patient satisfaction » Quality goal metrics: i.e. Hypertension, colonoscopy screening, A1C,
» ACO metrics mammography screening, etc.

» Increase of wRVU conversion amount by up to 15% if the provider meets quality standards (i.e., high
quality boosts a provider’s production bonus)

“Typically, you would anticipate
health systems being able to

track data more easily, but o o
the data shows that more I 6 ? / ? 6 /
independent hospitals provide [ ] o o o

quality incentives than the
systems at about a two-to-one
ratio,” notes Greenway.

STROUDWATER’S SURVEY FOUND THAT:

of independent hospitals of health systems provide
provide quality incentives. quality incentives.

TCenters for Medicare & Medicaid Services
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Additional Compensation Provided:

Rural organizations are still feeling the effects of COVID-19, particularly gaps in recruitment and engagement.
Organizations have increasingly responded to this challenge by offering other types of compensation to
try and meet the needs and demands of providers, which influences provider expectations around various
compensation models.

» 54 respondents reported they currently provide student loan repayments. Independent hospitals
averaged over $45k in loan repayments compared to health systems that averaged $16k

» Respondents reported a significant range in loan repayment amounts, from $2,000 to $200,000

across independent to system level

» 68 respondents reported providing sign-on bonuses, with independent hospitals averaging over $38k
in sigh-on bonuses compared to health systems at $20k

» 57 respondents provide medical directorships, with independent hospitals averaging over $23k in
medical directorship compensation compared to health systems that averaged over $37k

» This range was also significant, from $1,500 to $76,000 across provider types

Medical Directorships Compensation: Physicians Medical Directorships Compensation: APPs

$20K $20K

3 :

$15K [ $15k |

= &
$10K $10K
$5K $5K
$0K $0K

Soth Soth
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Additional Compensation: Independent vs. Health System

Sign-On Bonus 50
Retention Bonus 21 10
Production Incentive 4
Panel Size Incentive
Quallity Incentive

Good Citizenship

ﬂm =
W
~
=
(¢)] =
00

Housing Stipend
Medical Directorship 45 12
Administrative Stipend il JK]
Student Loan Repayment 40 14

200 Respondents

- Independent . Health System Did Not Provide

Organizations also indicated providing other types of compensation:

. OB Coverage Call J-1 Visa
Trauma Stipends ) ) ]
Stipends Compensation Reimbursements
T
@ Licensing and regulatory compliance cost coverage
~
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PRIMARY CARE COMPENSATION WITH AND WITHOUT OBSTETRICS

As recently as 2019, median compensation for rural primary care physicians was roughly $240K based on
MGMA data?; this was widely considered average pay before the pandemic and before significant CMS
fee schedule changes greatly increased the value of primary care on a wRVU basis.

The survey revealed interesting data regarding primary care for rural:

MD: Family Medicine with Obstetrics MD: Family Medicine with Obstetrics
*data includes RHCs *data does not include RHCs
B MD: Fam Med w/ OB B MD: Fam Med w/ OB
Total FTEs: 55.26 Total FTEs: 14

The median compensation for family medicine with OB is $322,341 across all organizations surveyed. The
variance between organizations with RHCs and those without is significant with nearly a $100k variance
at median compensation.

“Rural’s lack of access to specialists means the organization needs primary care providers who can
tap into and provide different specialties, especially around women’s health and OBGYN services. For
rural areas to pay a higher premium for family medicine isn’t surprising given how much is required of
these providers for the services they are providing. In rural, we often see family medicine with OB doing
delivery, C-sections and handling call volume. Rural organizations should pay significantly more given
the scope of services provided by these physicians,” notes Greenway.

MD: Family Medicine without Obstetrics ——

£MGMA,DataDive
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MD: Family Medicine without Obstetrics MD: Family Medicine without Obstetrics

*data includes RHCs *data does not include RHCs
I mD: Fam Med w/o OB B MD: Fam Med w/o OB
Total FTEs: 110.66 Total FTEs: 17.5

For family medicine providers without OB, the median compensation of $265k is in line with inflation
trends since 2019. The data becomes more interesting when comparing organizations without RHCs to
one another where the median for a provider with OB is ~$259k and the median for a provider without
OB is $300k.

“A provider’s compensation should always be tied to the actual services they are providing,” says
Greenway. “For a family medicine physician handling OB services to have a median compensation
that is less than a physician who is not is alarming and underscores the incredible variance in rural
compensation.”

\

A provider’s compensation should

always be tied to the actual services

they are providing.
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Additional Compensation: Physicians

Sign-On Bonus 50
Retention Bonus 21 10
Production Incentive 4
Panel Size Incentive
Quallity Incentive
Good Citizenship

Housing Stipend

Hm =
W
~
[
(¢)} =
(00}

Medical Directorship 45 12
Administrative Stipend ik}
Student Loan Repayment 40 14

200 Respondents

. Independent . Health System Did Not Provide
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ADVANCED PRACTICE PROVIDER COMPENSATION WITH AND WITHOUT OB

Most family medicine nurse practitioners (NPs) earn less than $142K per year, regardless of state of
licensure or scope of service. However, there is a wide range between NP: family medicine salaries; survey
data reveals that nurse practitioners without OB are earning more in reduced practice states than those
in full practice states. Even more surprising is that NPs located in reduced practice states who do not
practice OB are outearning those who do provide OB services.

NP: Family Medicine with Obstetrics NP: Family Medicine with Obstetrics
*data includes RHCs *data does not include RHCs
I NP: Fam Med w/ OB [ NP: Fam Med w/ OB
Total FTEs: 15.25 Total FTEs: 5
NP: Family Medicine without Obstetrics NP: Family Medicine without Obstetrics
*data includes RHCs *data does not include RHCs
. NP: Fam Med w/o OB . NP: Fam Med w/o OB
Total FTEs: 115.99 Total FTEs: 14.5
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PA: Family Medicine with Obstetrics

*data includes RHCs

[l PA: Fam Med w/ OB
Total FTEs: 6.6

PA: Family Medicine without Obstetrics

PA: Family Medicine with Obstetrics

*data includes RHCs

[ PA: Fam Med w/o OB
Total FTEs: 42.35

M STROUDWATER | stroudwater.com

*data does not include RHCs

[l PA: Fam Med w/ OB
Total FTEs: 6

PA: Family Medicine without Obstetrics

*data does not include RHCs

$150K @

o

&

$100K @
$50K
$0K

5oth

. PA: Faom Med w/o OB
Total FTEs: 14




Employed Family Medicine APPs - Median Compensation by APP Practice Restrictions

$160K K -
[oo] o]
$120K 8 g s & K S 5w
< < % [} e A
$80K LB B @
ryy L4
$40K
$0K
NP w/ OB NP w/o OB PA w/ OB PA w/o OB

. Full Practice . Reduced Practice . Restricted Practice

_ Full practice states are reported to compensate APPs higher than restricted and
reduced practice states.

Additional Compensation: APPs

- Independent . Health System Did Not Provide
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Independent vs. Health System Additional Compensation Dollar Amount: APPs

. Independent . Health System

M STROUDWATER | stroudwater.com




FULL PRACTICE STATES VS. RESTRICTED STATES

Historically, the belief was that APPs in full-practice states were compensated higher because they do
not need physician supervision and thus could practice at the full scope of their license.® Unfortunately,
the data does not fully support this belief — the survey indicates a wide variance in compensation across

state licensure.

Employed CRNA & Anesthesiology Compensation Employed ER Compensation
B crRNA ] Anesthesiology B vp:ER [ PA:ER ] NP: ER
Employed Hospitalist Compensation Employed Family Medicine w/ OB Compensation
B MD: Hospitalist ] NP: Hospitalist [l PA: Fam Med w/ OB

[l PA: Hospitalist

2AANP, Issues at a Glance: Full Practice Authority
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Employed Family Medicine w/o OB Compensation

Employed OBGYN Compensation

$500K

$400K

$300K

$200K

$100K

$0K

[l PA: Fam Med w/o OB

[ vp: oBGyN ] NP: 0BGYN ] PA: OBGYN

“The variance in compensation for physicians and APPs is another example in how compensation is
not tied to the organization’s goals, objectives or even services provided,” states Greenway. “In several
instances we see reduced, and even restricted states, paying more than full practice states. It defies

logic and best practices.”

SPECIALTY CARE PHYSICIAN COMPENSATION

America’s aging population fuels the demand for specialty care
and helps drive up specialty care compensation. Independent
hospitals are the most vulnerable, typically lacking access to
specialists that a health system can afford.

The survey results illuminated compensation trends for
specialty providers that may contribute to the rising costs of
providing care, with CRNA compensation as a prime example.

“Compared to other specialties with provider shortages,
CRNA compensation is increasing well beyond inflation
which means running an OR, especially in rural, is getting
more and more expensive,” cautions Greenway.

@STROUDWATER | stroudwater.com
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“What is most shocking to me,
though, is how high orthopedics
and radiology have climbed,”
says Greenway. “The fact that
there are physicians in rural areas
RO ot of o milion doliars
is staggering and certainly raises
red flags as it relates to fair
market value.”
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Anesthesiology & CRNA Compensation

$500K
]
$400K N
5
$300K =
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$200K 2
3
$100K @
$0K
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. Anesthesiology . CRNA

# of responses: 7 # of responses: 22

Cardiology Compensation

LCSW & MD: Psych Compensation

$300K

(=3

g

S

$200K @
$100K
$0K

5oth

B csw [l Mb: Psych

# of responses: 30 # of responses: 11

ER Compensation

$750K

$600K

$684,750

$450K

$300K

$122,500

$112,380

$150K

$0K

50th

B MD: Cardiology [ PA: Cardiology

# of responses: 8 # of responses: 2

[ nP: cardiology

# of responses: 8
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Family Medicine w/ OB Compensation

Family Medicine w/o OB Compensation

$400K

$300K

$200K

$100K

$0K

Gastroenterology Compensation

$135,471

50th

$134,500

$300K

$200K

$100K

$0K

$265,000
$134,500
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Neurology Compensation
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# of responses: 7
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General Surgery Compensation
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I ™MD: General Surgery ] PA: General Surgery

# of responses: 36 # of responses: 3

[ \P: General Surgery

# of responses: 5

Orthopedics Compensation

Hospitalist Compensation
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[ NP: Orthopedics
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M STROUDWATER | stroudwater.com

$300K
N
I
$200K g <
s 9
A
$100K
$0K

Soth

I MD: Hospitalist || PA: Hospitalist

# of responses: 25 # of responses: 7

[ NP: Hospitalist

# of responses: 10

Radiology Compensation
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OBGYN Compensation

Urology Compensation
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ENT Compensation
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BEST PRACTICES IN BUILDING A RURAL PROVIDER COMPENSATION STRATEGY

The results of the Second Annual Rural Compensation survey underscored financial and operational
vulnerabilities for rural organizations and exposed compliance concerns for meeting FMV safe harbors/
exceptions to comply with Stark/anti-kickback Statute laws. As rural organizations look to the future,

several areas could benefit from strategic review, including:

@

(©)
'\J —L
Compensation Structure Compliance Alignment

Compensation Structure: Bridging Alignment & Transparency J

“Providers  expect transparency around their The remaining portion of

provider

compensation. They want to be able to accurately
understand and calculate their compensation, but unless
their compensation is 100 percent base salary, they do
not understand how their compensation is calculated
and, in many instances, don’t understand how it’s
tied to the organization’s goals,” states Greenway.
“When it comes to building alignment, transparency
is critical. Organizations should be clear about the
reasoning behind any incentive compensation. This
must be combined with providing a simple formula
for providers to calculate their incentive compensation
based on reliable data that is timely and accessible.
Providers want confidence in their compensation and to
understand how to make more. Organizations can build
that confidence by offering flexibility for new providers
and being clear about expectations before having more
than 10 percent of compensation put into incentives.
Even after an initial period, in rural organizations,
providers overall expect 80-85 percent of their total
cash compensation target to be fixed or guaranteed.”

ﬂSTROUDWATER | stroudwater.com

compensation  should be tied to
performance—specifically, the achievement

and/or surpassing of minimum wRVUs,
quality, and engagement/citizenship.
Incentive compensation can then be

tailored for providers who excel beyond
these minimum standards, allowing high
performers the opportunity to earn more
to reward increased alignment and value
contributed to organizational objectives.

Above all, the compensation structure should
be financially feasible and sustainable
and align with the organization’s strategic
goals and market expectations. A strategic
compensation structure will support the
hospital in recruiting and retaining high-
quality providers to meet organizational
and community needs.




Compensation Structure: Patient-Facing Hours

Best practice for provider contracts should indicate how many hours of patient-facing time are required
per 1.0 FTE provider. Many rural organizations do not have set contract templates, leading to a lack of
standardization of patient-facing hours.

“Most respondents that have a minimum standard require at least 30 hours of patient-facing hours,”
notes Greenway. “However, nearly half of those surveyed do not have a set requirement at all which is
extremely concerning given that most organizations surveyed relied on pure base salary and providers
should be incentivized to ensure patient access.”

Count of Patient-Facing Hours ‘ ‘ A

10 Hours or Less || 2 “For cost report purposes, it is

critical for organizations [dalelfile)%]
11-20 Hours [«

RHCs to track patient-facing time

21-30 Hours [ © for providers in the clinics,” notes

31-35 Hours

39 Greenway. “Because of this need,
it’s not surprising that the majority
of the organizations that have
set the patient-facing hours are
82 organizations with RHCs.”
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@ Compliance: Physician Fee Schedules & wRVUs ]

In December of 2020, CMS issued a significant overhaul to the Medicare physician fee schedule to address
the undervaluation of the time, documentation burden, and cognitive effort involved in evaluation and
management. During this time, CMS made significant changes to how it measured productivity in an
effort to close the gap between the services now being provided by physicians, especially family medicine,
after the onslaught of COVID-19.

Even for organizations using cost-based reimbursement, FMV requires market-level compensation for the
services provided and wRVUs are the most objective. The data shows that over half of the organizations
surveyed were unsure of which physician fee schedule they were using, which raises significant red flags
for ensuring that compensation matches services provided for the market.

“A lot of organizations are kicking the can down the road and deciding to address the physician fee
schedule issues at a later date or whether they’ll want to use wRVUs at all,” says Greenway. “The
problem is twofold, though: first, straight salary is not aligned with best practices for compensation
and second, if you’re not calculating wRVUs, you don’t have an objective measurement of the
services provided.”

Physician Fee Schedule Year

pillts2s 5o
Organizations

160 Respondents

W 2019 | 2020 [ 2021 [ 2022 [ 2023 Unsure

To maintain compliance standards, even if an organization is not paying a productivity incentive,
organizations must benchmark overall compensation and services. If wRVUs are what you use to
benchmark services, you must benchmark to the appropriate year. In benchmarking compensation you
must also adjust for inflation; if you do not, you are likely underpaying a provider.

Mitigating Risk for Fair Market Value ——>
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@ Compliance: Mitigating Risk for Fair Market Value J

Over the last several years, the Department of Justice has begun to pay more attention to compliance
within rural hospitals, resulting in an increased desire by rural healthcare organizations to evaluate and
ensure fair market value and compliance.

“Rural hospitals now have the data to compare compensation against
TO MAINTAIN what other rural .orgcmizotio.ns in their region are p(-:lyin'g providers,

but a compensation survey is not FMV. Many organizations present
COM PLIANCE; a survey when asked about their FMV data and believe that if they
rural hospitals should do not go above the max salary on the survey, they are complying.
evaluate FMV each That couldn’t be further from the truth. To maintain compliance,
time a new agreement organizations need to evaluate the market level for the services
is implemented or provided,” cautions Greenway.

every two years.
Rural organizations must develop a comprehensive understanding of

the prevailing market conditions, the specific services being offered, the
requirements of providers, patient accessibility, and economic trends
that are directly relevant to the particular entity or provider contract
under consideration.

“If your organization commits to setting a strong compensation
strategy that aligns with the organizational strategy, you shouldn’t
have to redo the strategy. You can have the compensation committee
come back together every two to three years to evaluate how the
strategy is working, if there are any changes to consider and if
anything needs to be adjusted,” shares Greenway. “Once a strong
foundation is set, most organizations need to make small tweaks
every couple of years rather than full overhauls.”

Here are what hospitals should consider when determining FMV for provider services:

o

) © 3 C

Specialty & Duties & Community Needs Recruiting
Subspecialty Responsibilities & Benefits Timeline
7] ®: Sl
- = &
Training & Compensation Benchmark
Experience Methodology & Amount Comparison
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To maintain best practice, FMV opinions must be documented with the physician’s contract especially
if compensation is above the 70th percentile of the benchmark and/or compensation to productivity
variance is more than 10%.

“We know that recruitment for rural organizations is challenging, but when determining FMV it’s
important to understand that you must exceed the national average before adjusting compensation
based on recruitment difficulty. Before the pandemic, the national average to recruit a primary care
physician was 260 days — now, it’s 366. If you’re increasing compensation because of recruitment, it’s
critical to know these averages and how your organization compares,” notes Greenway.

THE FUTURE OF RURAL COMPENSATION

Rural organizations must urgently consider overhauling /_‘_‘

how compensation is calculated. With more than 121 )
rural hospital closures since 2005,° the rural healthcare

landscape is plagued by staffing challenges, health “Rural organizations will have

disparities, and shrinking margins. Considering the big
picture, rural leaders should consider that if 54.7% of
organizations are using a base salary for their providers,
those organizations have not aligned their compensation
strategy with their organizations’ overall success. cautions Greenway. “There is
simply not enough money out

el financial stability challenge

if they do not address their

provider compensation strategy,”

To achieve this strategic alignment, physician and
advanced practice provider compensation plans must be
financially sustainable and reward providers for meeting increase in compensation.”
and exceeding clinical and nonclinical goals. Furthermore,

the plans must align with rural healthcare organizations’ \_
overall growth goals. ,','/

there to accommodate for the

Structured and strategic compensation plans can strengthen provider and
organization alignment, benefiting all parties through:

Cultural Provider Trust Organizational
Alignment with Leadership Effectiveness
Clinical Operational Patient
Outcomes Efficiency Satisfaction
10 Stroudwater, Rural mmunity Hospital Closur ince 201
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https://www.stroudwater.com/rural-hospital-closures-since-2010/

A .

“Rural healthcare organizations must evaluate the

relationship between Welfele [Ile1)Vi5 Ao 1e] 1576 s o]
says Greenway. “Misalignment

puts organizations at risk of either losing
providers, overpaying for them, or being non-
compliant. Coverage or other immediate needs

may call for variances outside of this, but should

oI} the exception, not the rule.”

\ -
As part of our commitment to supporting, sustaining, and
amplifying the impact of rural and community healthcare,
Stroudwater will continue to conduct and distribute rural
compensation data to rural organizations at no cost to the
organizations. The next Rural Provider Compensation Survey
will open in January 2025 in partnership with the National
Rural Health Association (NRHA) and the National Office of
the State Offices of Rural Health (NOSORH). Organizations
that respond to the survey will have access to full results,
with only minimum, median, and maximum amounts
available to the public. More specific regional data will be
available as response rates grow, which can greatly assist
organizations in meeting FMV compliance requirements,
and more importantly, ensure rural organizations can
stay competitive in provider recruitment. Stroudwater is
committed to ensuring that rural hospitals have accurate
data and insightful analysis to make informed decisions
critical to a thriving healthcare organization.

N
To learn more about
PROVIDER
COMPENSATION
& STRATEGY
connect with the Stroudwater team.
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