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OVERVIEW

On Thursday, April 16, 2020, ECG hosted a webinar focused on the financial 
sustainability of medical groups and physician compensation arrangements 
in light of the volume and productivity challenges presented by the COVID-19 
crisis. Thank you to all of the webinar registrants and listeners. A recording 
of the session is available here. Because there were too many questions to 
address them all live during the webinar, we have prepared this briefing, which 
presents all the questions ECG received and our responses to them. 

The questions have been categorized below. If you have additional questions, 
please do not hesitate to contact Josh Halverson (jhalverson@ecgmc.com), 
Clark Bosslet (cbosslet@ecgmc.com), or Jason Lee (jlee@ecgmc.com).

ABOUT ECG MANAGEMENT CONSULTANTS

With the knowledge and expertise built over the course of nearly 50 years, 
ECG is a national consulting firm that is leading healthcare forward. ECG 
offers a broad range of strategic, financial, operational, and technology-related 
consulting services to providers, building multidisciplinary teams to meet 
each client’s unique needs—from discrete operational issues to enterprise 
wide strategic and financial challenges. ECG is an industry leader, offering 
specialized expertise to hospitals, health systems, medical groups, academic 
medical centers, children’s hospitals, ambulatory surgery centers, and 
healthcare payers.

DISCLAIMER

These answers are advisory and are based on ECG’s understanding of the 
situation at the time of publication. These answers do not constitute legal or 
medical advice.

https://www.ecgmc.com/thought-leadership/webinars/2020-04-13-financial-sustainability-implications-of-covid-19-for-provider-compensation


INDEX OF TOPICS AND QUESTIONS

QUESTION PAGE NUMBER

A. Provider Compensation and Engagement

1
What are your recommended compensation model changes for physicians with a 
production-based incentive (WRVUs, volume, etc.)?

4

2 Should volume stability be evaluated prior to implementation of draw changes? 4

3
Does ECG recommend applying draw reductions in the short term or later, toward the 
end of the year?

4

4
If my compensation model relies on the benchmark surveys, what should I do for my 
2021 plan, and how will the plan be impacted?

5

5
Are medical groups making compensation changes across the board, or are they 
making changes on a specialty-specific basis?

5

6
How should salary adjustments be handled for specialties that may be on the “front 
lines” more than others?

5

7

Should our compensation policy treat providers differently if they are being restricted, 
such as surgeons prohibited from performing elective cases, versus those impacted by 
lower demand, due to patients staying home instead of attending primary care visits, for 
example?

6

8
What approaches are being taken by academic practices that are not integrated or 
subsidized to adjust compensation (e.g., resetting base salaries now and reconciling at 
the end of the year based on economics)?

6

9
If physicians don’t have to supervise advanced practice clinicians (APCs) under the 
waivers, do I still have to pay them for supervision?

7

10
Does ECG recommend physician involvement in the process of developing changes to 
physician compensation policy and communicating throughout this crisis?

7

11
Do these recommendations for physician compensation adjustments change if there is 
a new spike in COVID-19 cases later in the year in my market?

7

(703) 522-8450ECG MANAGEMENT CONSULTANTS

FINANCIAL SUSTAINABILITY: IMPLICATIONS OF COVID-19 FOR PROVIDER COMPENSATION 2



QUESTION PAGE NUMBER

B. Organizational Financial Sustainability

1
Can a medical group bill a facility fee when the patient location is at home, such as a 
telehealth visit?

8

2
What are institutions doing right now to mitigate the financial impact of COVID-19 on 
the medical group?

8

3 What are some examples of “practice economics” that a physician can control? 8

4
What recommendations or specific examples does ECG have for managing the 
physician reaction to these compensation mechanisms, particularly if the perception is 
that facility margins subsidize the medical group?

9

5
Do these practice economics and compensation mechanisms differ for safety net 
facilities?

9

6 How can independent physicians survive the economics of the COVID-19 pandemic? 9

7
Do you have any insight into how the redeployment of physicians could work, and 
should we pay physicians their specialty-specific rate if they are redeployed?

10

C. FMV and Compliance

1 How do the Stark law waivers apply to meeting the definition of FMV, and for how long? 10

2
Do the waivers apply if physicians are kept whole when their productivity has 
significantly dropped?

11

3
What risk is there if I eliminate underperforming physicians from the group during this 
crisis?

11

(703) 522-8450ECG MANAGEMENT CONSULTANTS

FINANCIAL SUSTAINABILITY: IMPLICATIONS OF COVID-19 FOR PROVIDER COMPENSATION 3



1  |  QUESTION: 

What are your recommended compensation model changes for physicians with a production-based incentive (WRVUs, 
volume, etc.)? 

ANSWER:

Let’s start by acknowledging that there is no single best approach for every organization. We recommend trying to 
provide stability through compensation support for your providers in the short term, even if they are on compensation 
plans with heavy production incentives. However, the definition of “short-term stability” will vary, especially if the impact 
of COVID-19 stretches deep into the summer months. A total or even partial commitment to keeping providers whole 
during this pandemic may not be sustainable for your organization; if that is the case, adjustments must be made that tie 
compensation to the economics of the practice. Our projections indicate that the need for provider subsidies could grow 
by up to 50% for certain specialties, especially if we see a second spike in COVID-19 cases in the fall. For providers with 
production-based incentives, systems may need to allow the existing incentive structure to play out at actual production 
levels, even if it results in steep compensation decreases for the impacted providers. 

2  |  QUESTION: 

Should volume stability be evaluated prior to implementation of draw changes?

ANSWER:

Yes. To the extent possible, we recommend modeling the COVID-19-related reduction in volumes at the provider level to 
estimate the degree to which productivity will deviate from historical or budgeted levels. The variance in actual volumes 
due to COVID-19 will directly impact the subsidy required to support the physician. For example, production at 50% of 
historical levels will result in an increased subsidy even if the system proactively resets compensation at 75% of historical 
or budgeted compensation. Systems should be actively tracking volumes against compensation to estimate and refine 
the total projected subsidy throughout the pandemic, and the total financial impact should inform the level at which 
salaries are established when the temporary protection is lifted. The unfortunate reality is that, for most providers, the 
impact of COVID-19 will be felt for multiple compensation cycles.

A Provider Compensation and Engagement
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3  |  QUESTION: 

Does ECG recommend applying draw reductions in the short term or later, toward the end of the year? 

ANSWER:

If it is becoming evident that a draw reduction will be necessary, it is preferable to adjust compensation sooner at a more 
modest percentage rather than later with a more dramatic reduction.
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4  |  QUESTION: 

If my compensation model relies on the benchmark surveys, what should I do for my 2021 plan, and how will the plan be 
impacted? 

ANSWER:

While the full impact on survey data isn’t yet known, we expect that it will be material, but there will still be value in 
referring to the surveys for context across the broader industry. That said, given the amount of noise we expect in the 
survey data due to organizations taking different approaches to compensation adjustments in 2020, it is unlikely you will 
be able to rely on that data alone. Instead, there are alternate approaches you can take, such as resetting compensation 
using the prior-year surveys with some adjustments based on rolling 2021 inputs or using a three-year average. 

The goal for your 2021 plan should be two pronged: (1) establish a rate that aligns compensation with expected 
production going forward, and (2) do so in a manner that ensures your organization’s financial sustainability as you 
rebuild your fiscal health in the aftermath of COVID-19.

5  |  QUESTION: 

Are medical groups making compensation changes across the board, or are they making changes on a specialty-specific 
basis?

ANSWER:

From a compliance perspective, it is always preferable to make changes systematically so there is no appearance 
of preferential treatment. However, given the unique circumstances of the pandemic, with some specialties seeing 
production drop by more than 50%, others by more modest percentages, and still others experiencing increased clinical 
obligations, it is challenging to establish a “one size fits all” approach. Therefore, we recommend the twin guiding 
principles of tying compensation back to the economics of the group and trying to soften the blow for the most impacted 
specialties to the extent possible.

6  |  QUESTION: 

How should salary adjustments be handled for specialties that may be on the “front lines” more than others? 

ANSWER:

ECG has published thoughts on this topic already. In short, excess shift and hazard pay premiums are justifiable and 
should follow a consistent formula across the system.
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7  |  QUESTION: 

Should our compensation policy treat providers differently if they are being restricted, such as surgeons prohibited from 
performing elective cases, versus those impacted by lower demand, due to patients staying home instead of attending 
primary care visits, for example?

ANSWER:

We don’t believe the cause of the impact is as important as the outcome. During this pandemic, whether demand is 
impacted by state or local restrictions or patient preference, it is beyond the providers’ control, so your compensation 
policy should be agnostic to the underlying cause. 

8  |  QUESTION: 

What approaches are being taken by academic practices that are not integrated or subsidized to adjust compensation 
(e.g., resetting base salaries now and reconciling at the end of the year based on economics)?

ANSWER:

For the relatively few academic practices that are not integrated, their approaches to clinical compensation are similar 
to those of practices outside academic settings—providing short-term stability to their faculty while attending to the 
practice’s long-term sustainability. While base compensation will likely be dictated by contractual obligations, those 
practices with incentive and bonus structures should seek to align draws on variable compensation with practice 
economics to avoid dramatic year-end true-ups or losses to the practice.

Integrated practices often have additional sources of funding, such as state appropriations, university funds, and 
hospital payments, that are softening clinical losses in the short term. However, each of these funding sources is likely 
to be impacted long term by the current economic downturn. While AMCs have typically shied away from decreasing 
compensation for consistently productive faculty who are otherwise good citizens, some are more seriously considering 
a buyout of late-career faculty who are no longer clinically active.

Finally, for many organizations, the academic base is governed by university policy and is unlikely to be impacted by 
factors other than narrowly defined financial exigencies. That said, some universities are already projecting negative 
impacts on their bottom line due to decreased tuition revenue, investments in distance learning, market losses to their 
endowment earnings, and constrained state budgets. There have been early reports of deep cost-cutting guidance 
associated with FY 2021 budget planning, which may include freezing base compensation for faculty.
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9  |  QUESTION: 

If physicians don’t have to supervise advanced practice clinicians (APCs) under the waivers, do I still have to pay them for 
supervision? 

ANSWER:

Compensation should always reflect actual effort to ensure nothing runs afoul of compliance and distribution remains 
equitable. Therefore, if physicians are no longer supervising APCs and can spend that time in other functions, their 
compensation should be adjusted to reflect that change.

10  |  QUESTION: 

Does ECG recommend physician involvement in the process of developing changes to physician compensation policy 
and communicating throughout this crisis? 

ANSWER:

We believe physician involvement is vital. Transparency begets trust, and when providers are made privy to the health 
system’s overall financial performance, it is easier for them to understand and accept why changes are necessary. Having 
a core group of providers involved to inform the policy and ultimately act as ambassadors to their peers will help with the 
change management implications of any policy adjustments.

11  |  QUESTION: 

Do these recommendations for physician compensation adjustments change if there is a new spike in COVID-19 cases 
later in the year in my market?

ANSWER:

They shouldn’t. Even the best future demand projections for clinical services cannot wholly predict the timing or degree 
of the rebound or the likelihood of another spike in cases in the fall. Reconfiguring the plan to connect compensation 
with the economics of the group is vital, because the plan will adjust to each new scenario in a way that is transparent 
and equitable for all providers.
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1  |  QUESTION: 

Can a medical group bill a facility fee when the patient location is at home, such as a telehealth visit?

ANSWER:

CMS has published guidance on telehealth billing. Under the COVID-19 waivers, CMS permits the billing of telehealth 
visits that originate in a patient’s home using commercially available video conferencing tools (e.g., FaceTime, Skype). 
Many commercial insurance plans have followed suit in waiving restrictions on the billing of telehealth visits. We 
recommend consulting your insurance and billing personnel to confirm the specific details for your organization.

2  |  QUESTION: 

What are institutions doing right now to mitigate the financial impact of COVID-19 on the medical group?

ANSWER:

The decisions are largely situational and group specific. Organizations are quickly ramping up telehealth availability 
and working to migrate the bulk of scheduled appointments to telehealth. For providers and specialties (e.g., primary 
care) that can participate in it, telehealth aids the stabilization of productivity levels. Many organizations are providing 
a designated guarantee for three months to protect surgical and procedural providers on productivity-based 
compensation models. Alternatives include allowing a provider to elect to reduce or revise their draw/base component 
to ensure they will not be at a deficit when the reconciliation occurs at the end of the measurement period.

3  |  QUESTION: 

What are some examples of “practice economics” that a physician can control?

ANSWER:

Many organizations are introducing elements of practice economics to their compensation plans, which are especially 
pertinent during this time of financial turmoil brought on by COVID-19. For example, one cost management mechanism 
physicians are directly responsible for is the number and type of clinic staff, including the use of medical assistants and 
APCs. Tying part of the physician compensation plan to a clinic’s expense performance in relation to these staff members 
gives providers an element of control and autonomy.

B Organizational Financial Sustainability
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4  |  QUESTION: 

What recommendations or specific examples does ECG have for managing the physician reaction to these 
compensation mechanisms, particularly if the perception is that facility margins subsidize the medical group? 

ANSWER:

ECG suggests a high level of open communication with your medical group physicians. Using any existing leadership 
structure in combination with other common forms of communication, such as open conference calls and brief 
newsletters, will be important. Many groups and health systems are transparently sharing the volume impacts of 
COVID-19 (e.g., average daily census of patients with COVID-19 versus those without, patient visit volumes, procedure 
volumes) in order to bring forward their financial realities. Further, consistent application of the policy selected by your 
medical group will mitigate concerns of favoritism or lack of fairness.

5  |  QUESTION: 

Do these practice economics and compensation mechanisms differ for safety net facilities?

ANSWER:

Yes, the practice economics and compensation mechanisms should differ by organization type, dependent on financial 
solvency and sustainability. Every organization needs to evaluate and weigh its current operating expenses, losses, and 
budget to ensure long-term solvency. Organizations will need to consider options that enable them to retain providers 
and ensure they are able to remain open to care for the community.

6  |  QUESTION: 

How can independent physicians survive the economics of the COVID-19 pandemic?

ANSWER:

Private physician groups have undoubtedly felt the greatest financial impact from the pandemic, but many groups are 
trying their best to remain solvent during this crisis. In the near term, there are two approaches for independent groups 
to survive the financial crisis brought on by COVID-19 and two longer-term models that groups are considering. 

In the near term, the first approach is to tap into or secure a line of credit with a lender, although many banks across 
the country are currently overwhelmed with an influx of demand from small businesses. Also, some health systems are 
offering low-interest loans to independent groups at below fair market value (FMV) rates as per the waivers allowed by 
CMS. 

The first longer-term approach is to explore a private equity (PE) opportunity. Many PE firms are sifting through their 
options to partner with entrepreneurial physicians. A second approach we have observed is health systems taking action 
to provide independent physicians with financial lifelines, including offers of employment within their clinical enterprises 
and different joint venture offers, such as buying a minority stake in the group or ambulatory surgery center.
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It should be noted that while CMS’s blanket waivers provide systems with greater leeway for paying physicians directly 
impacted by COVID-19, some of the approaches described above would extend past the effective duration of the waivers, 
so they should be constructed with FMV considerations in mind.
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7  |  QUESTION: 

Do you have any insight into how the redeployment of physicians could work, and should we pay physicians their 
specialty-specific rate if they are redeployed?

ANSWER:

ECG recently published a blog post on this topic that provides helpful guidance when developing appropriate rates for 
physicians being redeployed. In short, we recommend paying an hourly or shift rate tied to the type of coverage, not the 
original provider specialty, and then applying premiums that recognize the temporary and potentially hazardous nature 
of these shifts. The CMS blanket waivers allow some flexibility here, but the system will still want to utilize a consistent 
approach when developing these rates. Even if the rates are not subject to FMV, they should still be commercially 
reasonable.

C FMV and Compliance

1  |  QUESTION: 

How do the Stark law waivers apply to meeting the definition of FMV, and for how long?

ANSWER:

The Stark law waivers relaxed a host of restrictions, and notably waives the requirement to pay an FMV amount for 
services and office space related specifically to the COVID-19 outbreak. The waivers themselves don’t modify FMV; 
rather, they carve out circumstances in which FMV requirements can be disregarded in response to the public health 
emergency (PHE). The waivers CMS issued on March 30, 2020, apply retroactively to March 1, 2020, and will be applicable 
until the end of the emergency. They can be read here. The waivers do not remove the need to consider commercial 
reasonableness. 

Arrangements entered into during and because of the PHE will often stipulate a duration. When possible, the duration 
of a temporary agreement should be conterminous with the PHE. However, when that’s not feasible, the duration must 
still be commercially reasonable. Because it is impossible to know the end date of the PHE, it is likely that a temporary 
agreement will be in place and payments under the agreement made after the PHE ends. ECG’s perspective is that the 
arrangement should be construed as beginning on the date it was entered into. Therefore, any payments made under 
those terms after the PHE need not be regarded as noncompliant with FMV. You can learn more about ECG’s guidance on 
physician arrangements under the waivers here.

https://www.ecgmc.com/thought-leadership/blog/paying-frontline-providers-in-the-fight-against-covid-19
https://www.cms.gov/files/document/covid-19-blanket-waivers-section-1877g.pdf
https://www.ecgmc.com/thought-leadership/blog/stark-and-antikickback-guidance-for-physician-compensation-subsidies-during-the-covid-19-outbreak
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2  |  QUESTION: 

Do the waivers apply if physicians are kept whole when their productivity has significantly dropped? 

ANSWER:

The waivers apply to any financial arrangement entered into during and in response to the PHE. As previously noted, the 
FMV requirement is waived for arrangements during the emergency, meaning organizations can pay amounts that would 
typically be higher than a physician’s productivity would indicate. ECG recommends that health systems attempt to use 
existing Stark law exceptions, if possible, instead of the waivers. Many organizations are choosing to amend contracts 
and pay physicians based on coverage/FTE amounts instead of historical productivity.

Physicians who are paid based on productivity generally have the potential to earn above average pay for above average 
effort. When work effort declines for reasons outside the physicians’ control, those physicians who previously produced 
at high levels should no longer be compensated based on that level of production, except in certain cases, as explained 
below. We analogize this situation to overtime pay. While it might be reasonable to continue paying clinic nurses the 
hourly wages they earned before the PHE, when hours have dropped for reasons beyond the nurses’ control, most 
organizations would discontinue overtime hours and wages to those nurses who previously received them. Instead, 
the level of pay likely would be some baseline amount reflecting normal levels of work effort. Therefore, any portion of 
wages attributable to above-average work effort could be deemed not commercially reasonable. However, scenarios 
exist in which draws have been set relative to historical pay. In such cases, continuation of a draw could be regarded as 
continuation of a base salary. It remains important to ensure that any such temporary programs are applied in a manner 
that prioritizes PHE needs and not historical or expected referrals, even unintentionally.

3  |  QUESTION: 

What risk is there if I eliminate underperforming physicians from the group during this crisis? 

ANSWER:

The PHE has created a financial crisis that warrants prudent business measures that may require workforce adjustments. 
Removal of physicians from the group due to economic hardships should be made in strict compliance with established 
human resources policies and adhere to the terms of existing contracts/employment agreements. The Stark law 
waivers do not apply to other employment laws or contract terms in the agreements. Health systems and other 
employers of physicians are encouraged to direct such questions to internal and/or external human resources and legal 
representatives.
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