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Introduction 
According to the American Hospital Association, there are 
currently 5,627 registered hospitals in the US, of which 87.5% are 
community hospitals [1]. Among community hospitals, 58% are 
nongovernment owned not-for-profit (NFP), 20% are state and 
local government funded and 19% are investor-owned for-profit. 
Federal government hospitals comprise 7.2% of all registered 
hospitals. The remaining hospitals are nonfederal psychiatric 
hospitals, nonfederal long term care hospitals and hospital units 
of institutions (i.e. prison hospitals, college infirmaries, etc.).

Hospital boards are governing bodies that serve in both an 
advisory and oversight capacity in the interest of a hospital’s 
owners, which in all NFP’s are local communities. In for–profit 
hospitals, most owners are shareholders or private owners. By 
design, boards are intended to act as independent agents of the 
hospital as an intermediary between executive management 
and hospital ownership. Ownership of hospitals across the US 
varies greatly and includes public ownership (i.e. through publicly 
traded stocks), private ownership and government ownership. 
The specific structure, membership and duties of boards are 
dictated by the organization’s bylaws. 

Board Composition and Responsibilities
The senior author has served on a large NFP health system board 
for several years. In addition, a google search was conducted 
using words like: hospital board, hospital board trustee, physician 
board members, nursing hospital board members and hospital 
board compensation.

Hospital boards are generally made up of representatives 
from the local community such as business leaders, lawyers, 
government and private sector leaders, physicians, nurses and 
others [2]. Medical staff and the board have different roles and 
responsibilities in a hospital. The medical staff’s primary role is to 
oversee quality, patient safety and physician credentialing. Typical 
responsibilities of hospital boards include the establishment of a 
broad organization strategy, financial resource allocation, internal 
auditing, risk management, future board member selection and 
executive management nomination/selection. As it pertains to 
a hospital CEO, hospital boards are responsible for evaluating 
and assessing executive performance as well as setting executive 
compensation. 

The board has many fiduciary responsibilities but the two most 
important duties are ensuring patient safety/quality of care 
and evaluating the hospital chief executive officer. These board 
representatives contribute much to the hospital due to their 
backgrounds in finance, ethics, strategy, marketing, negotiations, 
fund raising and other important areas of expertise. Physician 
and nursing participation on hospital boards provides expertise 
on continuous quality improvement and higher quality of care 
[3-5]. As the single largest component of clinical staff, nurses 
directly interface with patients for the greatest percentage of 
time [6]. This gives them a unique awareness into the healthcare 
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boards shows a board’s willingness to engage and be responsive 
to the needs of physicians and nurses [16]. By having a seat at 
the board room table, this would facilitate clinician buy-in with 
regards to newly implemented policies and initiatives. At a time 
of sweeping healthcare reform, quality and safety are becoming 
more inextricably linked to hospital reimbursement. Physicians 
and nurses possess invaluable knowledge of clinical problems 
and practice, acquired through years of experience that informs 
hospital boards.

Reluctance to Increase Physician and 
Nurse Representation on Hospital 
Boards
A common cause of apprehension about the expansion of clinician 
membership on hospitals boards is the concern for conflicts 
of interest. The potential for conflict of interest is applicable 
to all boards members, clinician or not, and can be mitigated 
with careful selection of board members. Boards should take 
care to select clinicians who acknowledge that the fiduciary 
duty of boards is to fulfill its mission as opposed to satisfying a 
particularly stakeholder’s desires [16]. Boards should rigorously 
evaluate the relationships of clinicians with other organizations 
and possible competitors. This process can help eliminate 
clinicians with competing interests from being selected. Boards 
should select clinicians based on a broad scope of merit, such as 
prior leadership and management experience. This ensures that 
they have the requisite skill set to serve in a governance capacity. 
Such an example would be a physician who has served as a chief 
medical officer or medical staff president at a noncompeting 
hospital. Government regulations do restrict hospitals from 
packing boards with clinicians. An independent board free from 
influence is mandated by the IRS, federal and state laws. The 
recent Sarbanes-Oxley governance law requires the majority of 
board members and all members of compensation and audit 
committees to be independent, meaning they have to have no 
direct or indirect material conflict of interest. For this reason, 
many clinician board members are ex-officio (seated because 
of their position on the medical staff) non-voting members. 
However, this does not prevent them from speaking up in 
patient care and other issues important to physicians. Federal 
tax regulations require a NFP organization to declare on IRS Form 
990 how many of the board's members are independent. This 
means that among other tests for being classified as independent, 
any such member must not receive direct compensation as an 
employee, or if they do, total compensation less than $10,000 
as an independent contractor during that tax year. Most NFP 
hospital board members serve without compensation with 
only about 10-15% being compensated although government 
sponsored hospitals compensate about 16% of board members 
[14,17]. The increasing employment of physicians by hospitals 
is creating a problem for hospitals that need independent 
directors on their boards. Since 80% hospitals are NFP, the IRS 
limits the membership of insiders (employed or active staff 
physicians) to less than half. The compensation committee, in 
particular, according to Section 4958 Rebuttable Presumption 

needs of the community [7]. Healthcare membership on hospital 
boards provides a patient care perspective on all board decisions 
such that patient safety and quality of care are not compromised. 

Clinician Representation
Evidence supports the assertion that physician and other 
clinician board members greatly contribute to decision making 
in terms of quality of care, patient safety and overall health 
system performance [8]. Using Hospital Quality Alliance (HQA) 
and Hospital Compare data, a US Department of Health and 
Human Services database, on NFP hospitals in California, Gai 
and Krishnan documented that the absence of physicians on the 
board is associated with a decrease of 3 to 5 percentage points in 
3 of 4 measures of care quality [9].

There are varying schools of thought regarding physician and 
nursing representation on hospital boards. The Joint Commission 
has explicitly stated that medical staff must collaborate with 
governing bodies (i.e. boards), chief executives and other senior 
management to achieve hospital goals [10]. However, they fell 
short of specifying the number or proportion of board members 
that should be medical staff. In a 2009 survey, the typical NFP 
hospital had between 14 and 17 board members, of which an 
average of 12 were independent (not hospital employees) 
and an average of 2 were physicians [11,12]. In a 2011 survey 
of 14 large hospital organizations, physicians comprised 14% 
of board members, nurses comprised 6% of board members 
and the remaining 80% were non-healthcare providers (Table 
1) [13]. Among all 14 CEOs and 57 board members of these 
surveyed organizations, 59% of respondents stated that board 
deliberations would benefit from additional expertise. The total 
average number of physicians on hospital boards was 2.5 with 
a median of 1 in 2013 [14]. In 2015, these figures were 2.7 and 
1 respectively, thus there has not been a significant change in 
physician representation on hospital boards over recent years. 
In a 2010 online survey of more than 1,000 physicians, 56% of 
respondents cited the lack of physician leadership/representation 
on the board as a reason for lack of trust in hospital relationships 
[15]. Furthermore, as previously cited, 59% of surveyed CEOs 
and board members state that board deliberations would 
benefit from additional expertise [13]. Increased healthcare 
provider representations on boards would increase both trust 
of hospital boards among healthcare providers and expertise 
in board deliberations. Medical staff representation on hospital 

Board composition in 
faith-based systems 

(n=179)

Board composition 
in secular systems 

(n=95)

Board composition 
in all systems 

(n=274)
Nurses * 16 (9%) 2 (2%) 17 (6%)

Physicians 19 (11%) 17 (18%) 38 (14%)
Other80% 143 (80%) 76 (80%) 219 (80%)

179 (100%) 95(100%)  274 (100%)

P<0.05 (Chi square test demonstrates significantly different proportions of 
nurses in the board compositions of faith based versus secular systems. 
Used with permission from L. Prybil PhD. http://www.americangovernance.
com/resources/reports/governance-reports/2012/2012-prybil-report.
pdf.

Table 1 Clinical composition of large system boards.
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of Reasonableness criteria, cannot have physician insiders on it 
[18]. Hospital CEOs may also be concerned with increased access 
of physicians to board members, which may undermine the CEOs 
authority. One of the authors (BS) has been on a NFP hospital 
board and observed efforts to limit one-to-one access to board 
members for fear of mixed messaging or undue influence.

There is also some data suggesting that there is a negative 
relationship between donations to a hospitals and physician 
representation [19].This is because the typical donor may not 
prefer the resource allocations in boards where physician and 
other clinician representation are high.

Selection of Physician Board Members
More than 90% of physicians surveyed by consulting firm 
PricewaterhouseCoopers said they should be involved in hospital 
governance, such as serving on boards to assist in performance 
improvement [15]. However, non-physician board members 
and administrative executives say most physicians lack the 
knowledge base, in-terms of leadership and business skills, to 
fully comprehend issues being debated at the board level. Simply 
being a good clinician does not put the physician at the same level 
as experienced board members. The other issue is that most, if 
not all, physicians must be taught a skill set very different from 
what is offered through a typical medical school curriculum. It is 
encouraging that an increasing number of physicians are earning 
their MBA, attending leadership programs or taking special 
courses in business so they can sit at the management or board 
room table and contribute to the partnership with other hospital 
board members, hospital executives and other senior managers 
[20]. There should be a more formalized process of training for 
physicians being recruited for board membership.

Another challenge in asking physicians to be part of a hospital 
board is the time commitment. While it is an honor to be asked 
to serve, if the physician decides to take the role seriously, the 
commitment to meetings, committees and special projects, such 
as CEO or new board members election, involves enormous time. 
This is particularly a problem if the physician does not have a vote, 
is expected to be a ‘rubber stamp’ or has an unpaid position. 

Impact of Physician Employment by 
Hospitals
A recent survey of various types of hospital boards by the 
Governance Institute shows that over recent years there has 
been no change in physician representation in 57% of surveyed 
hospitals (Figure 1). 17.6% of hospitals do not distinguish 
between employed and non-employed physicians with respect 
to board membership and 13% do not allow employed physicians 

to serve on the board [14]. In a report about board composition 
in NFP hospitals, over half of survey respondents said there had 
been no change since the physician employment picture started 
to change [21]. 6.6% of responding NFP hospitals had a physician 
board chairperson while 72% had chairpersons with finance or 
business backgrounds.

In serial surveys by the Governance Institute, the proportion of 
voting directors who were medical staff physicians was 16.5% in 
2007, 16.0% in 2009 and 17.3% in 2011 [22]. In a similar survey by 
Commonwealth Center for Governance Studies of 14 large health 
systems, 14% of board members were physicians, 6% nurses and 
the remainder was non-clinical persons [10].

Look at Hospital Boards in the Future
For many years, board appointments to hospitals have been 
‘prestige’ appointments, meaning that prominent community 
members were asked to join, not necessarily based on their 
knowledge about healthcare or a specific set of skills important 
to the hospital, but because of their standing in the community. 
However, with the transformation in healthcare occurring every 
day, board members are being asked to have some knowledge 
and perspective about population health, compliance, regulatory 
changes, information technology, marketing, ethics, conflicts of 
interest, regulations, public relations and many other vital skills.

The future role of physicians on hospital boards is up for debate 
as to their presence and degree of representation. It may be 
that with increasing employment and alignment with hospitals 
that their primary role will be in executive positions, such as in 
a dyad role along with the CEO. In the value based care model, 
physicians add great expertise to the board in determining 
what adds value to healthcare delivery [23]. Physicians cannot 
generate work relative value units (a measure of value used in 
the US Medicare reimbursement formula for physician services) 
being on the board, participating in meetings and participating 
on committees, so there must be comparable compensation for 
their participation.

However, as pointed out, because of legal limitations, the 
hospital board may have to find retired physicians, physician 
leaders outside their own health system or physicians working 
in corporations and pay them for their service. In the current, 
as well as the future-environment, board composition will need 
very diverse governance skills, but clinical orientation of some 
members will be crucial to educating the rest of the board. It is 
clear that despite the changing healthcare environment, there 
has not been a significant change in physician representation on 
hospital boards even though the law allows, compensation and 
audit committees withstanding, for more physician and nursing 
representation. It is now time for more, not less, full voting physician 
members and other clinical experts on NFP hospital boards.
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Changes in physician representation on the board resulting from employing physicians. Used with permission from Kathryn C. Peisert, 
Managing Editor. The Governance Institute (2015) 21st-Century Care Delivery: Governing in the New Healthcare Industry. 

Figure 1
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