
State prohibitions on employment of physicians

States highlighted in red prohibit some hospitals from employing physicians as of 2008

Methods

Dependent variables in detail: 
 • Electronic Medical Record (EMR):
  ▫ “A comprehensive database system… [that] provides a] compilation of  health data about a 

person…including facts, observations, interpretations,  plans, actions, outcomes.”
 • Computerized Provider Order Entry (CPOE): 
  ▫ “An application specifically designed to [help] practitioners create and manage medical 

orders for patients’ services or medications… that  can reduce or eliminate medical errors 
associated with physician ordering processes”

I used two-stage least squares (2SLS) in a cross-sectional regression analysis of EMR and CPOE as 
a function of hospital integration with physicians and other hospital characteristics while using state 
laws prohibiting physician employment to control for unobserved variables which may bias estimates 
of the relationship between integration and IT adoption

                    1(HIT)=β0 + β1 INTEGRATED + β2 HOSPITAL + β3 MARKET+ε       (1)

The dependent variable is a binary indicator for hospital use of health IT as a function of integration 
status with physicians (INTEGRATED, a dichotomous indicator variable), a vector of hospital charac-
teristics (HOSPITAL) and hospital market characteristics (MARKET).

Results

Results
Based on the regression results, I estimated predicted probabilities of adoption of 
EMR and CPOE among those hospitals that are currently bound by state laws pro-
hibiting physician employment if they were all to start employing physicians. The 
results show the average treatment effect of hospital-physician integration on 
health IT adoption among those hospitals bound by the state prohibitions on physi-
cian employment. For such hospitals, integration leads to a predicted 47 percent-
age point increase in the probability of EMR adoption and a predicted 18 percent-
age point increase in the probability of CPOE adoption.

Conclusions and implications

• I find evidence that hospitals which employ physicians are more likely than 
those which do not to adopt certain health IT applications. 

• Hospitals with integrated physician staff may be better equipped to capture 
 benefits from health IT adoption than hospitals without employed physicians.
• Hospitals without employed physicians may need more incentives to adopt 

health  IT and may need extra assistance in implementing the technology.
• Prohibitions on hospital employment of physicians in a few states may hinder   
 health IT adoption as currently promoted by federal initiatives.

Introduction and Objective
Joint investment in health information technology IT and employ-
ment of physicians by hospitals (vertical integration) holds the 
promise for better coordination between hospitals and physician 
practices outside of hospitals. Also, physician resistance has been 
identified as a significant obstacle to hospital adoption and imple-
mentation of health IT such as electronic medical records (EMRs) 
and computerized provider order entry (CPOE)—tools which have 
been demonstrated to enhance patient safety in some settings. 
Employment of physicians may provide hospitals with more effec-
tive administrative controls over physician behavior regarding 
health IT use and with better means of capturing financial benefits 
from better coordination with the ambulatory setting, thereby 
making health IT adoption more attractive to vertically integrated 
hospitals. By investigating the relationship between hospital-
physician integration and hospital use of health IT, this study en-
hances our current understanding of the organizational drivers of 
health IT adoption. The results provide evidence that hospitals 
which employ salaried physicians (the integrated salary model or 
ISM) are more likely to adopt health IT than hospitals that do not 
employ any of their physician staff. 

Conceptual model for higher IT 
demand by vertically integrated 
hospitals:
1. Joint investments in IT and integration hold the promise for 

better coordination between hospitals and ambulatory settings 
given the financial incentives faced by hospitals. 

2. When employed, weaker incentives (through salaried payment 
vs. fee for service) for high quantities of care mitigate physi-
cian concerns about reduced productivity due to learning new 
technology which substantially alters workflow.

3. Stronger administrative controls in an employment relationship 
versus when physicians are independent can aid effective 
implementation

 • Strong group norms
 • Greater identification with hospital’s goals
 • An employee’s legal duties and obligations to employer
4. Physician’s reputation concerns tied closer to hospital’s repu-

tation may induce greater involvement by physicians in the IT 
implementation process.

Data

The 2008 Health Information Management Systems Society 
(HIMSS) Analytics survey provides detailed information on health 
IT purchasing and implementation decisions for a large sample of 
non-federal acute care hospitals in the U.S.
The 2008 American Hospital Association (AHA) annual survey 
provides information on hospital characteristics, including owner-
ship, patient admissions, Medicare and Medicaid discharge pro-
portions, teaching status, system membership, metropolitan loca-
tion, and relationships to physician groups.
Data on state corporate practice of medicine laws was collected 
from various legal research resources with the aid of a research 
assistant.
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Notes: Robust standard errors adjusted for 51 state clusters given in parentheses. * Statistically 
significant at the 10% level. ** Statistically significant at the 5% level. *** Statistically significant at 
the 1% level. 
Included but not reported: Metropolitan location, total admissions, HHI measure of competition, 
HMOs & PPOs in county, system membership, percent Medicare and Medicaid discharges


