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Abstract

Objective. To observe trends in practice consolidation within
otolaryngology by analyzing changes in size and geographic
distribution of practices within the United States from 2014
to 2021.

Study Design. Retrospective analysis based on the Physician
Compare National Database from the US Centers for
Medicare and Medicaid Services.

Setting. United States.

Methods. Annual files from the Physician Compare National
Database between 2014 and 2021 were filtered for all provi-
ders that listed “otolaryngology” as their primary specialty.
Organization affiliations were sorted by size of practice and
categorized into quantiles (I or 2 providers, 3-9, 10-24, 25-
49, and >50). Both the number of practices and the number
of surgeons within a practice were collected annually for
each quantile. Providers were also stratified geographically
within the 9 US Census Bureau divisions. Chi-square analysis
was conducted to test significance for the change in surgeon
and practice distributions between 2014 and 2021.

Results. Over the study period, the number of active otolar-
yngology providers increased from 7763 to 9150, while the
number of practices fell from 3584 to 3152 in that time span.
Practices with just | or 2 otolaryngology providers accounted
for 80.2% of all practices in 2014 and fell to 73.1% in 2021.
Similar trends were observed at the individual provider level.
Regional analysis revealed that New England had the largest
percentage decrease in otolaryngologists employed by prac-
tices of | or 2 active providers at 45.7% and the Mountain
region had the lowest percentage decrease at 17.4%.

Conclusion. The otolaryngology practice marketplace has
demonstrated a global trend toward practice consolidation.
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ecent changes to the health care system at the federal

level have affected the relationship between hospitals

and physicians across the country with a shift in the
focus from pay for performance to population health.' The
Patient Protection and Affordability Act and the Children’s
Health Insurance Program have placed an emphasis on
increasing quality of care while reducing health care costs.
These policies constrain the health markets, which govern the
behavior of physician practices, with some variation at the
state level due to differences in local legislation.>> Given
these constraints, smaller physician practices are incentivized
to consolidate with larger health care corporations to maxi-
mize collective bargaining with insurance companies,
decrease overhead by creating economies of scale, and shift a
portion of the malpractice risk and cost to a system.® A senior
government official at the time stated that this legislation will
“lead to vertical organization of providers and accelerate phy-
sician employment by hospitals and aggregation into larger
physician groups.”’ According to several studies, there has
been an observable increase in the numbers of medical groups
owned by hospitals in the United States,’ in addition to
trends toward other forms of integration in recent years, such
as financial integration between providers and hospitals and
mergers of smaller practices.'® To ensure the future success of
physician practices in attaining quality improvement mea-
sures and cost-effectiveness in the setting of changing market
constraints, ongoing analysis of market trends is paramount.
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Practice consolidation is a trending topic in the medical lit-
erature in general and within various subspecialties.''™"?
However, there is a paucity of research regarding the specific
effect of this phenomenon in otolaryngology, which histori-
cally has a strong foundation in the private practice model
composed of smaller physician groups.'* Prior analysis of the
otolaryngology workforce has demonstrated that nearly one-
third of practicing otolaryngologists participated in some
form of solo practice in 2001."> Some argue that smaller,
often private, practices in otolaryngology are specifically
equipped to adapt to the constraints of an ever-changing
health care market, as these practices often offer same-day
services that improve efficiency, reduce costs, and improve
patient service and satisfaction.'*'® Yet, the survival of small
practices within otolaryngology may be increasingly threat-
ened by pressures to join larger organizations.'® Therefore,
the aim of this study was to analyze the quarterly trends in
size and geographic distribution of otolaryngology practices
within the United States from 2014 to 2021 to observe current
trends in practice consolidation.

Methods

The study was exempted from the University Hospitals Cleveland
Medical Center’s Institutional Review Board (20210811) as all
of the data utilized are publicly available. The Centers for
Medicare and Medicaid Services (CMS) publishes bimonthly
updates of a Physician Compare National Downloadable File.
This file provides a list of all active providers registered within
the CMS, with additional demographic details such as primary
and secondary specialties, current organization affiliations, and
associated geographic locations. This database has been used
for other specialties and has been considered representative
of the current state of the physician workforce across other
literature.'*"3

Annual files between 2014 and 2021 were accessed and fil-
tered for all providers that listed “otolaryngology” as their
primary specialty. Providers were aggregated by their organi-
zational affiliation. For providers with >1 organizational
affiliation, the duplicates were removed, and the organization
with the fewest members for each provider was selected, in
accordance with previous literature. Additionally, providers
with no organization listed were deemed to operate within a
single-provider practice model.'*"?

Organization affiliations were sorted by size of practice
and categorized into quantiles in accordance with previous
literature (1 or 2 providers, 3-9, 10-24, 25-49, and >50)."?
Both the number of practices and the number of surgeons
within a practice were collected for each quantile. This was
conducted each year for a temporal trend analysis. Providers
were also stratified geographically within the 9 US Census
Bureau divisions. Chi-square analysis was conducted with
SPSS version 27.0 (IBM) to test significance for the
change in surgeon and practice distributions between
March 2014 and April 2021, nationally and within each geo-
graphic region. P < .05 was determined to be statistically
significant.
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Figure 1. Percentage change in the number of unique otolaryngol-
ogy practices by practice size from 2014 to 2021 (absolute numbers
labeled above each bar).

Results

Over our study period from 2014 to 2021, the number of
active otolaryngology providers increased from 7763 to 9150.
These providers were distributed across 3584 practices in
2014 and 3152 practices in 2021. Of the current providers,
18.9% are female. The South was the region with the greatest
number of individual providers (3287) and unique practices
(1129).

The number of practices consisting of 1 or 2 active otolaryn-
gologists decreased from 2876 to 2305 (—19.9%; Figure 1).
Yet, the number of practices consisting of 3 to 9 active oto-
laryngologists increased from 616 to 683 (10.9%); 10 to
24 active otolaryngologists, from 79 to 133 (68.4%); 25 to 49
active otolaryngologists, from 10 to 27 (170.0%); and >50
active otolaryngologists, from 3 to 4 (33.3%). Meanwhile,
there was a decline in the number of unique otolaryngology
practices in total from 3584 to 3152 (—12.1%). One or 2
provider practices accounted for 80.2% of practices in 2014
and just 73.1% of practices in 2021. In contrast, the market
share of larger practices all significantly increased during the
study period.

Very similar trends were observed at the individual provi-
der level (P < .001). The number of otolaryngologists work-
ing within a 1- or 2-provider practice decreased from 3354 to
2718 (—19.0%) within the study period (Figure 2). Yet, the
number of otolaryngologists employed within practices con-
sisting of 3 to 9 active members increased from 2811 to 3165
(12.6%); 10 to 24 active members, from 1051 to 1956
(86.1%); 25 to 49 active members, from 300 to 898 (199.3%);
and >50 active members, from 247 to 413 (67.2%).

While the number of otolaryngologists employed within
practices consisting of 1 or 2 active members has steadily
declined since 2015, the numbers of otolaryngologists within
midsized and larger practices have skyrocketed over the last
decade (Figure 3).
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Figure 2. Percentage change in the number of otolaryngologists
within varying practice sizes from 2014 to 2021 (absolute numbers
labeled above each bar).

Yearly Percent Change in Number of Providers by
Practice Environment

260.0%

240.0%

1311
220.0%
200.0%
180.0% 1956
160.0% 7
,/
140.0%
1051 /
120.0%
/ 547
| ———) 5883
100.0% ‘k
6165

80.0%
3/1/14 3/1/15 3/1/16 3117 3/1/18 3/119 3/1/20 3/1/21

=Small Practices (<10 providers) Mid-Size Practices (10-24 providers) Large Practices (25+ providers)

Figure 3. Percentage change in the number of otolaryngologists

within various practice sizes annually from 2014 to 2021 (absolute
numbers labeled at the beginning and end of each line).

Our analysis observed similar regional trends toward prac-
tice consolidation across the country. Analysis of the 4 US
Census Bureau regions (Northeast, Midwest, South, and
West) was performed initially. Across the Northeast, there
was a 38.0% decrease in the percentage of otolaryngologists
employed by practices with 1 or 2 active providers. In con-
trast, the West had only a 26.2% decrease. Further analysis by
US Census divisions revealed that New England specifically
had the largest percentage decrease in otolaryngologists
employed by practices of 1 or 2 active providers at 45.7% and

the Mountain region had the lowest percentage decrease at
17.4% (Figure 4). The average decrease in percentage of
small practice providers from 2014 to 2021 across 9 divisions
was 31.6% (P < .001). The regions with the greatest observed
decrease in small practice otolaryngologists were New
England, the Mid-Atlantic, and the South Atlantic.

Discussion

A trend toward practice consolidation has been demonstrated
in several medical specialties across the United States within
the last decade.'>'*"'” However, trends in practice consolida-
tion within the field of otolaryngology have not previously
been described. We found a significant trend toward consoli-
dation within the otolaryngology workforce between 2014
and 2021 (P < .001). This trend was present at the practice
and individual levels. Our analysis also provided interesting
insights into the regional trends in practice consolidation.
While trends of practice consolidation were consistent nation-
ally, certain regions seemed to be affected more than others.

Studies similar to ours have shown that these findings are
not unique to otolaryngology. For example, physicians in spe-
cialties such as radiology and neurosurgery are also transition-
ing from smaller practice environments to larger health care
organizations.'*'? In addition, similar regional trends toward
practice consolidation have been found, with the northeast
commonly being identified as one of the top regions with the
highest concentration of physicians at large institutions."?

Whether these trends represent a shift in provider prefer-
ence for employment at a large academic institution over
employment within a small private practice in the field of oto-
laryngology is difficult to assess. It has been a commitment of
the American Academy of Otolaryngology—Head and Neck
Surgery to preserve the integrity of the small practice setting
within our specialty.'® Given the high prevalence of in-office
procedures and increasing reliance on advanced practice pro-
viders, otolaryngology has the potential to be particularly
appealing for medical students seeking careers that allow
for independence and personalization, with less dependence
on academic environments, research, and administrative
responsibilities.'®'®

Conversely, medical students may appreciate the flexibil-
ity to work within a larger organization, whether academic or
private, which offers a number of short- and long-term career
advantages, given an individual’s personal and professional
priorities. For example, with the increasing prevalence of
high research productivity in academic otolaryngology, new
providers seeking careers with clinical and research responsi-
bilities can find ample resources and funding at larger health
care institutions.*® Similarly, providers with interests in teach-
ing residents and medical students are likely to find these
opportunities within larger organizations affiliated with aca-
demic centers. Finally, alternative explanations for the decline
in small practices could be the increased bureaucratic costs of
running a smaller private practice as well as the appeal of a
decreased call burden that is often offered at larger academic
institutions.
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Figure 4. Percentage change in the percentage of providers within practices consisting of | or 2 active members by US Census Bureau division

since 2014.

The broad scope of practice environments within the speci-
alty appears to be rapidly dwindling. Shifting health care
policy within the United States has stunted the sustainability
of smaller practices. For example, the administrative over-
head associated with purchasing real estate and equipment,
optimizing billing practices, and managing other day-to-day
business operations within a health care practice has the
potential to overwhelm providers in smaller or solo practices.
Furthermore, coupled with the financial incentive, there is an
increased regulatory burden associated with recent legislation
that includes mandatory outcome reporting, which has simi-
larly overwhelmed small practices.” Accordingly, newly
minted physicians are beginning to prioritize lifestyle consid-
erations and the avoidance of this administrative burden over
the autonomy of practice ownership.® Such market effects are
reducing the variability in career options in otolaryngology
that attracted a number of these providers into the specialty in
the first place.

There are potential benefits to large-scale acquisition of
smaller practices. Adherence to population-based care stan-
dards and participation in value-based reimbursement pro-
grams are more likely within a larger health care organization,
where integration of medical records and access to resources
are commonplace. In addition, coordination of patient care
and quality improvement is more likely to thrive within larger
organizations, where standardized care pathways are more
heavily implemented.?! Small private practices may be sub-
ject to different financial pressures than larger practices,
potentially due to fewer economies of scale, reduced negotiat-
ing power in the marketplace with insurers, or a lack of elig-
ibility for reimbursement relating to provision of care for
underinsured or uninsured patients. These differences could
have ramifications for patient access to care, as small prac-
tices may be compelled to favor patients based on profitability
to ensure sustainability of their practices in the setting of an
evolving health care landscape.?

There is evidence to suggest that practice consolidation,
especially at a large scale, does not necessarily improve the
cost of care for the patient or improve the quality or access to
care.>!'! Specifically, some have suggested that larger health
care organizations may prioritize profitability and other insti-
tutional goals over improving quality of care.'? Most notably,
given the greater market power of larger organizations, larger
practices may be more able to negotiate higher compensation,
ultimately raising the cost of care for the consumer.”*> Yet,
smaller provider practices may yield tangible cost benefits for
their patients. Ho and Aloia found that high surgeon proce-
dural volume, rather than hospital group procedural volume,
correlates more strongly with lower surgical and treatment
costs, reflecting the value of provider-specific referral pro-
grams. In other words, providers that prioritize clinical pro-
ductivity above extraclinical endeavors, such as those in small
practice environments, may yield higher-quality outcomes for
their patients.”® Finally, large-scale practices, in a world with
increased consolidation, may trend toward urbanization and
ultimately widen health care disparities by limiting access to
care in rural areas.'>?’

Given these concerns, further research is necessary to
assess the influence of practice consolidation on health care
costs, access, and quality of care in the field of otolaryngol-
ogy. A continued trend toward large-scale practice consolida-
tion could lead to the demise of the solo provider practice in
otolaryngology, and given the potential implications on the
delivery of quality health care services, the American
Academy of Otolaryngology—Head and Neck Surgery and
other national specialty societies should monitor these trends
closely.

The present study had several limitations. First, the data
that we present were obtained from the Physician Compare
National Database, which captures only active physicians
who bill to CMS. Therefore, the results in this study may not
represent the true extent of practice consolidation in the field
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of otolaryngology in the United States, particularly regarding
the subspecialty of pediatric otolaryngology due to its relative
lack of representation among the Medicare population. This
data set also includes files dating back to 2014, which unfortu-
nately limits the scope of our consolidation analysis. In addi-
tion, the data source does not provide any details pertaining to
the prevalence of physician providers of other specialties and
advanced practice providers within each practice, such as
audiologists and speech-language pathologists, which are
commonplace in otolaryngology practices.”® Given the recent
increase in the prevalence of advanced practice providers in
otolaryngology practices, particularly nurse practitioners and
physician assistants, the trend in consolidation of services
may be even more pronounced than what our study suggests,
as the overall volume of care being delivered per site is conso-
lidated.**~*° Last, it is important to note that our results and
analysis compare the trends of size of practice, and in this
way, we are unable to conclude anything on the trends relating
to private vs academic practices. While many small practices
are private ventures, further research is needed to assess
whether these changes are being similarly seen with regard to
private practice consolidation.

Conclusion

From 2014 to 2021, the otolaryngology workforce within the
United States has demonstrated a widespread trend toward
practice consolidation, with a considerable decline in the
number of single-provider practices. Further research is nec-
essary to explore the impact of this trend on the delivery of
quality patient care, access to care, and costs incurred by the
patient.
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