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10 Essentials for Survival in Private Practice Medicine 

by Harry Nelson, Fenton Nelson, LLP, and Jerome French, CPA, CVA, Mann, Urrutia Nelson CPAs & 

Associates, LLP 

We live in a time when the volatility of health care reform has led many independent 

physicians to question the viability of private practice medicine.  Many doctors have 

elected to become employees of larger managed care organizations or hospital-

affiliated physician group practices.  Others are in the process of considering such a 

transition.
1
  At the same time, many physicians are resisting this trend and forging 

ahead in smaller, more entrepreneurial, independent practice settings.   

This paper explores models and strategies that are being successfully employed by 

physicians who seek to remain in independent private practice.  These ideas cluster 

around four overarching concepts:  (1) identifying opportunities for premium pricing 

and new revenue opportunities from existing patients; (2)  applying analytics to identify 

the workforce model, practice settings, and payor relationships that will optimize 

practice revenue; (3) aligning synergistically with other physicians in independent 

practice; and (4) leveraging digital media to develop and sustain patient relationships. 

As detailed below, although there are both existing challenges and new ones emerging, 

by adopting strategies to deal with these challenges, physicians will find ways to thrive 

in this new environment.  

Challenges 

The reasons why so many doctors have opted out of private practice in recent years are 

manifest.  For many, it is simply a matter of declining physician incomes, flowing from 

downward trending reimbursement, and to a lesser extend increasing overhead 

pressures.   With Medicare and third party payors reducing payments not only for 

physician services but also for outpatient surgery center fees, diagnostic imaging, and 

other ancillary services, it is harder than ever to supplement private practice incomes. 

For others, it is a desire for security and stability as an employee in a large group.  There 

is an observed generational shift, with younger doctors expressing a desire for greater 

work-life balance, which translates to fewer hours of work in exchange for a smaller, but 

more predictable compensation. 

Some of the pressure has come from healthcare reform itself and government 

encouragement of the formation of more integrated models of hospital-physician 
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integration, most famously accountable care organizations (ACO’s).  The theory, 

espoused by the architects of the Affordable Care Act, is that bundling payments to 

integrated units of physicians and hospitals will allow the government and private 

payors to shift cost risk, reduce costs (via greater coordination of care and increased 

efficiency), and improve quality, in one fell swoop.     

Even for doctors who are inclined towards the autonomy and entrepreneurial 

opportunities of independent practice, these trends pose challenges.  Healthcare reform 

and the business landscape have driven rising administrative costs, from electronic 

health records to professional liability insurance.  Many physicians are experiencing 

shrinking referral bases as other formerly independent doctors join larger groups where 

their cross-referral stays within the organization they have joined.  Other physicians 

worry about the difficulty of competing for desirable patients against the marketing heft 

and increased efforts by payors to steer patients to of large organizations. 

Many people expect 2014 to be the year where the “rubber meets the road” for 

healthcare reform.  The individual and large employer mandates to purchase minimum 

essential coverage take effect in January 2014, representing centerpiece elements of 

the Affordable Care Act.  Although some observers are predicting that these changes 

will accelerate the “death” of private practice medicine, we believe that these changes 

will alter but not necessarily narrow the “playing field” as far as private practice 

physicians are concerned.  Even in primary care, perhaps the most “threatened” area, 

we have seen clients successfully navigate to practice models positioned to thrive 

ahead.
2
  While physicians remaining in private practice need to be thinking actively 

about how to seize opportunities and address these new challenges, we believe that 

opportunities to thrive are alive and well for doctors who build a strong market 

presence, robust cross-referral networks, and revenue-enhancing practice structures. 

Models and Strategies for Survival 

With the perspective of the challenges facing physicians in private practice in mind, we 

proffer models and strategies for physicians remaining in private practice to consider.  

While most doctors have some familiarity with these concepts, our experience is that 

too few actually implement them in meaningful ways.  This paper is intended to suggest 

ways to think about potential opportunities to make practical and effective use of these 

concepts. 

Many of the elements described below are interwoven with each other.  For example, 

by offering telehealth resources as an option for patients who cannot come into the 
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office, physicians may find a valuable way to incorporate a concierge element of 

premium service into their practices.  Similarly, the decision to opt out of insurance 

networks tactically and strategically could be defined as a shift towards a concierge or 

micro-practice model. While every specialty and locale brings differences that make 

various elements more or less relevant, we believe that all of these models and 

strategies are instructive in navigating a successful path in private practice medicine. 

A. Concierge Models: Revenue opportunities from membership to premium resources 

Concierge medicine is often thought of as an isolated model of physician practice that is 

limited to small numbers of wealthy, private-pay patients willing to pay for exclusivity.   

Many physicians who do not want or do not believe they can sustain a “complete” 

concierge practice, as well as many subspecialists, overlook the extent to which 

concierge elements are a key ingredient in supporting independent practices. 

By concierge elements, we refer to a wide variety of pricing structures that enable 

physicians to increase the finances of their practices by identifying “premium” services 

that patients are willing to pay for out of pocket.  Even within insurance and Medicare-

oriented practices, many of our clients have found ways to utilize annual membership 

and subscription fees in permissible ways to cover distinct resources (e.g. same-day 

appointments) and stabilize practice revenues.  In an era of physician shortages and 

limited access (e.g. long delays in scheduling visits, long in-office wait times to see a 

doctor), a growing number of patients are willing to pay a premium for access.  

What these models have in common is a willingness to explore what “extras” patients 

are willing to pay for, whether for access, additional services, or a perception of greater 

attention.  Just as airlines have adapted to a challenging marketplace by pricing for 

seating, luggage, and other “extras”, physicians should consider the benefits of adopting 

a concierge model custom-tailored to their patient population.  While it is important to 

ensure that these fees are structured so as not to run afoul of Medicare requirements, 

health plan contracts, or California’s Knox-Keene limitations on pre-payment, physicians 

in private practice should explore how they can utilize various pricing structures to 

ensure the financial stability of their practices. 

What are some of the benefits aside from identifying another source of revenue? How 

about reduced malpractice insurance rates? In an article written by Concierge Medicine 

Today, indicated that The Cooperative of American Physicians was adjusting the 

premiums of concierge physicians downwards as much as 45% over their counterpart in 

traditional practices.
3
 Another benefit of the concierge model “…are report[s from 
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physicians of] greater job satisfaction, because they can practice the way they were 

trained.”
4
 

B. Identifying Opportunities to Optimize Revenue  

“Revenue optimization” is a phrase that seems more at home in business school 

textbooks than in traditional medical practice.  Referring to the use of analytics to 

predict the behavior of consumers (in this context, both patients and payors), this 

translates into the discipline of figuring what will sell best and maximize business 

revenues.  Below, we address three dimensions of physician practice that merit 

attention. 

Given the shortage of physicians, the ever increasing demands of patients, and the 

additional obligations flowing from the Accountable Care Act, it is important to ensure 

that physician practices capture all readily available revenue opportunities. 

Expand or Reduce the Workforce?  One central question private practice physicians 

need to consider is the workforce model that presents the most promising way to 

optimize revenues.  Should physicians be growing their workforces to leverage 

extenders?  With anticipated shortages of physicians in primary care and some 

specialties, many commentators have observed a coming need for greater reliance on 

physician extenders, such as nurse practitioners and physician assistants.
5
  For some 

physicians, the integration of physician extenders will represent an opportunity to 

leverage more revenue-generating employees as a way to increase practice revenue.  

With increased demand and lower revenues per patient, physicians cannot see every 

patient for every malady, and qualified extenders may serve as an efficient way of 

handling more routine and lower priority care.  

At the same time, some private practice physicians have elected to shift to a 

“micropractice” model in which they minimize the number of other staff members to 

reduce overhead and retain the maximum possible amount of practice revenue.  A 

physician with no other employees is likely to earn less top-line revenue, but to retain a 

much higher percentage.  By contrast, a larger practice with many employees may have 

higher gross revenues, but much lower profit margins. 

A similar analysis could be applied to the optimal workforce configuration as it relates to 

other administrative personnel.  Is it to the physician’s advantage to employ front-office 

personnel, such as billers and office managers, or to outsource such functions? The 
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technological resources today make it possible for physicians to customize their 

workforces to the revenue-optimizing model. 

Physicians may benefit from an in-depth analysis of practice revenues to determine the 

right direction for a particular practice.  Analytics are going to be critical to good 

decision-making irrespective of strategies employed. 

Finding the Right Setting for Service Delivery. One key element private practice 

physicians need to weave into their business strategy is optimizing revenue by 

identifying the right practice setting.  For primary care physicians, it is useful to think 

beyond the office as the place of service, and to consider whether an optimal strategy 

involves visiting or sending extenders into residential settings (such as a patient’s home 

or treatment facility).  Similarly, all practitioners should consider the workplace as a site 

of service, whether by telemedical interface with a busy workforce or by actual visits to 

the patient’s office.  Several of our clients have found new patient markets by 

identifying employers and employees who are willing and receptive to this new 

“frontier” of care delivery.  In coming years, we anticipate significant growth in 

healthcare delivery in other settings, from pharmacies (think CVS Minute Clinics) to 

malls.  

For surgeons and other physicians who perform procedures, it is critical to analyze the 

revenue implications of the place of service.  Medicare, for example, reimburses 

physicians based on Relative Value Units (RVUs), which include not only work and 

malpractice components, but also a practice expense element that can vary 

substantially according to whether a procedure is performed in a “facility” (i.e. hospital 

or surgery center) or “nonfacility” (i.e. office).  For example, although the total RVUs and 

resulting reimbursement are highest in hospitals because of the associated practice 

expenses (i.e. costlier space, staffing, and technical services), the lion’s share of the 

reimbursement in this setting is the facility fee to the hospital, with a sharply reduced 

physician service component.  In the surgery center context, there is a relatively lower 

facility fee in which a physician owner (or lessee) of the surgery center may share, while 

in the office setting, there is no facility fee (as a “nonfacility” setting), but a higher 

physician service RVU reimbursement.     

The optimal setting may vary on a procedure-by-procedure basis.  By analyzing the 

revenue implications however, physicians can identify the appropriate setting for 

purposes of sustaining the highest possible revenue levels.  This also provides an 

opportunity to identify the procedures that will sustain the practice, and to track and 

optimize their utilization.  



In-Network or Out-of-Network? Just as important as identifying the revenue-optimizing 

workforce and setting, it is essential for private practice physicians to identify the 

revenue-optimizing relationships with their payors.  The strategic question facing a 

private practice  physician is how to balance the payor and revenue mix, i.e. how to 

generate the optimal volume of patients with the optimal amount of revenue per 

patient.  Answering the questions requires a careful analysis of a practice’s workforce, 

medical specialty, practice setting, and target patient population. 

Physicians whose practices include Medicare beneficiaries have three options to 

consider:  (a) accepting only Medicare payments (i.e. as a participating provider), (b) 

requiring beneficiaries to pay additional amounts up to a “limiting charge” of 115 

percent of the physician fee schedule (i.e. as a non-participating provider); or (c) opting 

out of Medicare participation altogether, in order to charge patients without limitation.   

In the private insurance marketplace, the question is whether to contract with insurers 

and accept contracted reimbursement rates or, alternatively, to bill out-of-network and 

seek the usual and customary and reasonable reimbursement (UCR).     

As with practice settings, it is essential for doctors to analyze the revenue implications 

of accepting contracted amounts versus out-of-network billing.  As reimbursements 

change, it is worthwhile for physicians to revisit questions of payor mix and contract 

status periodically. Part of the analysis should also factor in the amount saved in terms 

of both time and money that would occur if the physician and his or her staff did not 

have to expend so much time with the paperwork that is required to maintain Medicare 

and contracted insurance relationships. 

From 9-5 to Flex-Time. Extended and flexible practice hours (including urgent care 

clinics) are emerging bright spots for private practice physicians.  They represent one 

way that independent practices can appeal to patients seeking convenience in the form 

of access outside of usual business hours as an alternative to long waits for hospital 

emergency departments. The time savings and faster access to quality care is a premium 

that many patients will readily pay for. 

By developing models of urgent care and after hours practice that draw on private 

practice networks rather than individual physician practices, costs and staffing needs 

that might be a strain on one practice can be shared across broader groups of 

physicians.  In the process, independent physician practices can reinforce relationships 

with existing patients and demonstrating responsiveness to patient needs, while 

generating new patients who are attracted by the exigent need for quality care.   

 



C. Independent Physician Alignment 

Irrespective of the degree of independence of the particular physician or practice, the 

need to communicate and coordinate with other healthcare providers is likely to be an 

increasingly critical issue.  Continuity and coordination of care are key values underlying 

the broader transitions underway.  The goal is to eliminate episodic care and focus on 

outcomes in managing patients from sickness to health.  Independent practices will 

need to find ways to communicate with each other to provide continuity of care.   

Informal Alignment in Referral Networks.  While the federal Stark and Anti-Kickback 

laws (and related state laws) limit the ability of physicians to generate income from 

referring ancillary services (such as diagnostic imaging) to other providers, it is not only 

legally permissible but essential for physicians in private practice to develop ongoing 

relationships with other physicians.   As noted above, in an era when physician 

migration to ever-growing hospital-affiliated groups has translated into cross-referrals 

staying within these groups, private practice physicians need to find ways to work 

together in informal alignment to support fellow private practice doctors. 

The basis of a healthy informal network is mutual, reciprocal trust and respect among a 

group of physicians.  In essence, private practice physicians need to find and support the 

practices of fellow colleagues in private practice.  By cultivating and finding informal 

ways to sustain informal networks of colleagues who cross-refer to each other, 

physicians in private practice play a valuable role in supporting each other’s practices.  

While long-established relationships may not need the same level of “care and feeding,” 

we have seen the helpful use of regular meetings, as well as email communications, to 

build relationships, reinforce values, and improve coordination.  Although the process of 

coordinating with other private practice physicians may sound like a small thing, in an 

era of competition with larger, more closed networks, these relationships are essential.    

Formalized Physician Networks.  Even as private practice medicine represents the 

choice of a more independent path, it is still critical for physicians to have a strategy for 

connecting to other physicians.  For some physicians, informal referral networks may be 

insufficient, and physicians should consider the benefits of more formal physician 

networks such as independent physician associations (IPA’s) to Group Practices Without 

Walls (GPWW’s). These affiliations allow physicians to enjoy the benefits of collective 

strength, while maintaining the autonomy afforded by private practice. 

We have seen a growing use of various IPA models; from subspecialists joining together 

to negotiate with managed care entities to multi-specialty configurations.  One key 

advantage frequently achieved with greater success through larger IPA’s is negotiating 

leverage with payors.  In considering single-specialty groups, it is useful to ensure a 



sufficient number of fellow specialists to diminish local access to the specialty and limit 

the options for payors to bypass the group.  Similarly, multi-specialty IPA’s may have a 

greater positive impact on physician revenue if they leave payors without sufficient 

options to service particular localities. 

In the GPWW model, physicians create a central business entity (in California, a 

professional medical corporation) that can contract on their behalf with payors though a 

single tax identification number.  Although multiple practices may bring their workforces 

into the GPWW, each original practice continues to receive its own revenues for its 

productivity, while paying its share of certain pooled expenses (e.g. billing, management 

expenses, marketing, or other overhead).  As long as certain conditions are met, 

physicians can utilize the GPWW arrangement to share in ancillary revenues without 

violating Stark and Anti-Kickback constraints. 

IPA’s and GPWW’s are only two of a growing number of options likely to emerge for 

independent physicians to collaborate.  For example, we have seen growing interest 

among physicians in using a patient-centered medical home model to coordinate across 

specialties through the use of shared care coordinators.   As the marketplace evolves, 

there will undoubtedly be more models physicians can use to align, create shared 

savings, and shared revenue opportunities.   

Regardless of the model, by working together, physicians have greater ability to  

negotiate contracts and control the overhead costs of operating physician practices 

more effectively..  

D. Leveraging Digital Media in Independent Practice 

Many physicians regard the adoption of electronic health record systems as the digital 

“frontier” in their practices.  For physicians who are willing to look at other ways to 

leverage digital interfaces with patients and prospective patients, connectivity presents 

critical opportunities to leverage in independent practices. 

Telehealth. For independent primary care and specialty practices alike, telehealth is a 

frequently overlooked and underexploited practice component and revenue 

opportunity.  While the current state of the law generally prohibits physicians from 

initiating treatment of patients who reside permanently in jurisdictions where the 

physician is not licensed, digital connections have opened extensive opportunities for 

patients who reside in the licensing jurisdiction (e.g. California), even in some situations 

where those patients are travelling.  All that California law requires is a synchronous or 

asynchronous visual component, rather than mere telephone or email contact. 



At the present time, the limited availability of Medicare and health plan insurance 

reimbursement has meant that telehealth is largely a concierge fee opportunity.  Still, 

enabling patients to receive evaluations, therapeutic recommendations, and (in some 

cases) prescriptions via the Internet has powerful possibilities.   For patients who are 

travelling or far from the physician’s office, telehealth can enable patients to avoid the 

necessity of finding a new local practitioner.  Even for local patients who are simply busy 

with work or other obligations, telehealth can represent a way to maintain the 

physician-patient relationship without the inconvenience of travelling to and waiting for 

an office appointment.  For elderly patients or others with limited mobility, telehealth 

can represent an efficient way to sustain a relationship without the challenge of travel 

to the office.  In recent years, a host of tools (such as digital stethoscopes) have 

emerged as a way to allow for the transmission of needed diagnostic information.   

While physical relocation or periodic travel to medically underserved regions are ways 

that independent physicians can take advantage of insufficient primary care and 

subspecialty access, telehealth holds the potential of a less drastic way to tap into new 

markets.  Telehealth opportunities may be particularly attractive in communities that 

lack particular service lines or specialties on the ground.    

Online Marketing. Many private practice physicians are intimidated by the prospect of 

competing for patients against behemoth hospital-affiliated medical groups with hefty 

marketing budgets.  While it is true that large groups may be able to present dominating 

market presence through traditional media (i.e. television and print), internet search 

engine optimization (“SEO”) represents a way for private practice physicians to level the 

playing field. 

Most physicians have the experience of “googling” their own names and finding endless 

physician directories on websites like Vitals.com and Healthgrades.com.  These 

directories show up prominently in internet search results because they are 

“optimized,” meaning that their web pages are built and linked in a manner to ensure 

prominent placement.   

As more and more patients rely on internet searches to find particular expertise, SEO 

presents a meaningful opportunity to showcase physician websites and unique service 

lines or other differentiating aspects of physician practices.  An optimized website 

represents a vehicle to increasing the number of potential patients a practice can reach, 

and, in the process, increasing revenue.   

For example, when a physician blogs on a particular topic or lists a particular area of 

specialization on a highly optimized site, the “keywords” contained in this content are 

more likely to springboard the particular page on which the content appears high into 



search engine results, translating to many more patient eyeballs and click-throughs.  We 

have seen clients use SEO effectively to promote distinct practice focuses, pricing, and 

testimonials.   

In a day and age when more and more patients look to the Internet for second opinions 

and medical information, the digital frontier represents a valuable way to retain existing 

patient relationships and develop new ones. 

EMR. For practices that have not already implemented Electronic Medical Record (EMR) 

systems, the questions of whether, when, and what to implement have been long 

debated.  For Medicare- and Medicaid-oriented practices, the meaningful use subsidies 

that are still available albeit in declining amounts add a layer of confusion.  For many 

physicians, the costs associated with EMR have extended far beyond hardware or 

software to extensive changes in workflow and process.  As EMR systems improve in 

their ability to communicate with each other and to integrate with billing and scheduling 

systems, they present an opportunity for physicians to understand and best structure 

their practices.  The information yielded by EMR systems may be the very thing that 

enables physicians to make informed decisions about the future of their practices. 

Conclusions 

Although many view healthcare reform as having soured the outlook for the private 

practice of medicine, the upheaval in coming years is likely to create extensive 

opportunities for physicians who are responsive to market opportunities.  To capitalize 

on these opportunities, physicians will need to be paying close attention both to where 

the integrated systems are falling short (and thereby “leaking” patient demand) and to 

the resources available to sustain financially healthy practices. 
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