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What impact do private 
practice physicians such 
as orthopaedists have on 

local and state economies? Ac-
cording to a study sponsored by 
the Medical Society of the State of 
New York (MSSNY), these physi-
cians make important contribu-
tions to the state’s economy as well 
as to the public good. 

 “At this time when policy deci-
sions are being enacted that affect 
every participant in the provision 
of health care, it is increasingly im-
portant for practitioners and their 
member groups to possess a solid 
understanding of their roles within 
health care as a whole, as well 
as of the impacts of those roles,” 
wrote the authors of the study, 
“Economic Impacts of Private 
Practice Physicians in the State of 
New York.”

 The authors also noted that “pri-
vate practice physicians are vitally 
important to the state of New 
York, both in terms of their contri-
bution to the structural economy—
ie, economic impacts—and their 
contribution to the public good.”

Measuring economic impacts
The study, which was prepared for 
the MSSNY by two outside profes-
sional consulting services, evaluat-
ed the economic impacts of private 
practice physicians in each of the 
state’s 62 counties using input-
output economic modeling.

 “In an input-output model of the 
structural economy,” explained the 

study authors, “the impact of any 
specific sector can be estimated by 
removing all activity for that sec-
tor from the region of interest and 
allowing the model to remove any 
other activity that would otherwise 
have supported the sector of  
interest.”

 The economic model drew data 
from entities such as the Bureau of 
the Census, the Bureau of Labor 
Statistics, and the Bureau of Eco-
nomic Analysis. The study focused 
on the following data for the state 
of New York:
•	 Total employment
•	 Total personal income
•	 Total corporate sales
•	 State tax revenues
•	 Local tax revenues

 According to the study, contri-
butions to the structural economy 
made by private practice physicians 
encompass more than direct em-
ployment, wages, and output. The 
goods and services used in  
the process of conducting a busi-
ness and by employees when they 
spend their wages must also be 
considered.

Evaluating the results
According to the study, private 
practice physicians supported more 
than 330,000 jobs in 2008 (Fig. 1) 
and created more than $24 billion 
in personal income. In addition, 
they generated more than $44 bil-
lion in corporate sales and were 
responsible for more than $4.5 
billion in state tax revenues and 

more than $4.6 billion in local tax 
revenues.

 “Throughout the United States 
as a whole during 2008, offices of 
physicians supported more than 
670,000 jobs, created more than 
$41 billion in personal income, and 
generated more than $91 billion in 
corporate sales,” wrote the study 
authors. “By 2020, these numbers 
for both the state of New York and 
the United States as a whole are 
projected to grow significantly.”

 In addition, private practice phy-
sicians make contributions to the 
public good, which can have clear 
economic ramifications, such as 
enabling patients to be more pro-

ductive due to improved physical 
capabilities and improved health. 
Although measuring the economic 
impact of these contributions was 
beyond the scope of the study, the 
study authors asserted that, “put in 
dollar terms, physicians engaged in 
private practice medicine generate 
economic activity on an enormous 
scale.”  

To download the study, visit  
www.mssny.org , click on “Practice  
Resources,” and select “Economic  
Impact Reports”
 Jennie McKee is a staff writer for 
AAOS Now. She can be reached at 
mckee@aaos.org
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Fig. 1 Total employment impact (in full-time equivalents) of select specialty physician groups in 
new York state, 2008.

the 90th percentile, beyond which 
full points will be awarded. The 
total points in each domain will be 
tallied and divided by the total pos-
sible points for that domain. The 
ACO’s performance score will be 
an average of the domain scores.  

Potential problems
Proponents of the program believe 
the benchmarks and potential 
financial rewards can be a major 
instigator for improved value; crit-
ics argue the program has potential 
problems that will likely limit its 
acceptance. With cost benchmarks 
based primarily on the ACO’s pre-
vious performance, those bench-
marks should continually decline 

as ACOs becomes more efficient. 
Achieving savings would more dif-
ficult as ACOs approach maximum 
efficiency.

As the upside risk shrinks, the 
downside risk grows because any 
inefficiency in the system would 
lead to potential losses. This be-
comes particularly troublesome 
because not all patient costs may 
be controlled by the ACO. Smaller 
ACOs, locations with high con-
centrations of non-ACO-affiliated 
physicians, or ACOs with few 
specialists will be at particular risk 
for losses because a significant por-
tion of a beneficiary’s costs may 
come from physicians and facilities 
outside the control of the ACO. 

Beyond changes in the ACO or its 
community that could dramatically 
impact savings, modifications in 
the MSSP program such as further 
expansion of the quality standards 
(the original bill included 65) or 
adjustments to the minimum per-
centile could further substantially 
affect cost savings for ACOs. 

Failure to meet new measures or 
adapt to increased administrative 
burden could make involvement by 
ACOs unsustainable. Although the 
risk-free, initial 3-year term might 
seem enticing, high implementation 
and administrative costs associ-
ated with joining the program may 
undermine any potential financial 
gains through cost sharing. 

In conclusion, as ACOs begin 
to take their place in the health-
care delivery system, orthopaedic 
surgeons need to understand the 
purpose of ACOs and how they are 
designed to operate. With this un-
derstanding, orthopaedic surgeons 
can then make informed decisions 
regarding the impact of an ACO on 
their practices and choose whether 
or not to participate in an ACO.  
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