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We are at a critical time 
in healthcare; issues 
of payment reform, 
clinical integration, 
and improved quality 
are driving signifi cant 
change in the delivery 
of care.  Th e most 
successful healthcare 
institutions are those 
that fi nd a way to 
cooperatively and 
strategically align the two 
most critical pieces of 
the healthcare equation: 
the hospital and the 
physician. 



THE EVOLVING PHYSICIAN/
HOSPITAL RELATIONSHIP

For most of the 20th century, the physician/hospital 
relationship was informal, based on medical staff 
privileges, practice locations, and previous referral 
patterns. It was an implicit relationship that involved 
no contracts, compensation or employment. In short, it 
was a relationship that was rarely strategic – and often 
adversarial.

But since the arrival of managed care in the 1990s, that 
relationship has been dramatically transformed. Today’s 
physician/hospital relationships are often a more formal 
arrangement based on the hospital’s economic and 
strategic mission, the competitive marketplace, and 
evolving payer relationships.

These explicit relationships now include:

•  Employment – both primary care physicians and 
specialists

•  Service contracts – directorships; call coverage for ED 
physicians, anesthesiologists, etc.

•  Equity partnerships – joint ventures where physicians 
and hospitals share in the cost of imaging centers, 
surgery centers, etc.

•  Strategic alliances – coordinated marketing campaigns 
and co-branding; Centers of Excellence

Although there’s a sense of partnership in these 
arrangements, the overall tone is often one of reluctant 
collaboration.

HOW HEALTHCARE REFORM 
CHANGES THE RELATIONSHIP

The recently enacted healthcare reform bill in reality is 
payment reform. The aim is to move reimbursement in 
the direction of rewarding quality and outcomes instead 
of volume. The legislation shifts the payment focus from 
individual productivity to joint accountability. And the 
reform bill attempts to align incentives across and among 
the silos of the delivery system.

The old paradigm, in which each primary player acted 
independently, is disappearing quickly.

The physician/hospital relationship is moving inexorably 
toward clinical integration, where all providers – 
physicians, hospitals, post-acute care, pharmacy/drug 
vendors, and therapy facilities – work together in an 
interdependent fashion so they can:

1.  Pool infrastructure and resources
2.  Develop, implement and monitor protocols, “best 

practices”, and other processes
3.   Furnish higher quality care in a more effi cient manner 

than can be achieved independently

Source: Leary, Leibenluft, Pozen; Guidance for Clinical Integration, AHA, 
Washington, D.C.
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The patient is the hub of the new paradigm, which emphasizes 
quality improvement and joint accountability. But as the system 

evolves, pay-for-service and volume cannot be ignored.

THE CHALLENGE OF “SPLIT FOCUS”

It’s important to note that we’re moving incrementally 
from the volume/growth model to the new paradigm that 
focuses on joint accountability and quality improvement. 
Most physicians and hospitals are still being compensated 
for pay-for-service and productivity rather than for 
improved outcomes and higher quality. It’s essential to 
maintain a “split focus” that keeps a careful eye on volume 
and growth as we evolve toward clinical integration.

C O M P E N S AT I O N  B A S E D  O N 
Q U A L I T Y I M P R O V E M E N T

Here’s an example of how the volume/growth model can 
be adjusted to provide fair compensation for higher quality 
and improved outcomes:

A large hospital in the Northwest asked some of the 
leading corporations in the region to identify areas where 
service could be improved. One company felt it was 
paying too much for lower back pain treatment.

The hospital reviewed its courses of treatment and 
discovered that patients went through expensive CT/MRI 
scans and pain management upfront, yet 95% of them 
ended up in physical therapy. So the hospital revised the 
treatment plan. They screened initially for neurological 
problems (which accounted for the other 5%), then 

sent the other patients directly to physical therapy. The 
company reported that employees returned to work much 
faster and had signifi cantly less pain.

The hospital then asked the insurance company to change 
the compensation policy, but was fl atly denied. That’s 
when the large corporation got involved to help establish 
a payment policy that rewards quality and outcomes, not 
volume.

But keep in mind: this arrangement wouldn’t have been 
possible without the direct intervention of a Fortune 500 
company. Many smaller companies are still tied to the 
current compensation system.

T H E  P H Y S I C I A N / H O S P I T A L 
E N T E R P R I S E

We often hear the term “enterprise” yet fail to grasp that 
it’s a word that connotes diffi culty, risk and a shared sense 
of purpose. Here are the four defi nitions you’ll fi nd in the 
dictionary:

1.   A project or undertaking that is especially diffi cult, 
complicated or risky

2. Readiness to engage in daring or diffi cult action
3. A unit of economic organization or activity
4.  A systematic, purposeful activity

The emerging physician/hospital enterprise is the tool that 
will enable us to achieve clinical integration, but it cannot 
succeed without strong physician leadership. Doctors are 
trained to diagnose, and they can help diagnose and solve 
a wide array of problems – both strategic and fi nancial – if 
they’re integrally involved in the process.

There’s a different playbook for physicians and hospitals, 
much like those for American football and Australian rules 
football. That’s why it’s vitally important to get physicians 
involved on key hospital committees: operations, 
quality, recruiting, etc. When they’re involved in hospital 
governance, they develop a thorough understanding of 
both playbooks.

When physicians and hospitals work as allies, they 
can create solutions tailor-made for their unique 
circumstances. This eliminates the stalemates that 
can arise when a hospital is willing to employ but the 
physicians aren’t interested, and vice versa.
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Example 1: When Employment Makes Sense
A group of four hospitals in the Western U.S. was being 
challenged by a proverbial “800 pound gorilla” – a huge 
integrated healthcare network employing many physicians. 
The four-hospital group felt its cardiac services line was in 
jeopardy, so they reached out to four cardiology groups 
and two cardiac surgery practices. In the new enterprise, it 
made sense to employ the cardiac surgeons and align the 
cardiology practices more closely with the four hospitals. 
This physician/hospital enterprise has prospered by 
establishing a Center of Excellence to share best practices 
and utilize strategic marketing and co-branding.

Example 2: When Contracts Make Sense
A small, county-owned Critical Access Hospital has a 
staff of 14 providers. Both the physicians and hospital 
management agreed that it would be a nightmare 
trying to recruit and retain medical personnel as county 
employees. So they came up with a solution that worked 
for all parties: the physicians formed a corporation and 
contracted their services to the hospital.

T H R E E  G E N E R A T I O N S  O F 
P H Y S I C I A N S

A successful transition to clinical integration depends 
in large part upon a better understanding of the three 
generations of physicians:

The “Maverick” has the entrepreneurial, independent 
mindset of an owner. The Maverick lives to work, is a pillar 
of the community, and views the hospital as a competitor.

The “Survivor” is the private partner who is reluctant to 
be either an owner or employee. The Survivor works to 
earn, shifts risk, and sees the hospital as a resource. Most 
Survivors simply want to practice medicine successfully 
until their careers end.

The “Newbie” is from the Millennium generation. 
Newbies actively seek employment, embrace change and 
are willing to take risks. Although they lack the experience 
of Mavericks and Survivors, Newbies have a strong sense 
of purpose and are lifestyle-focused. Newbies are not 
interested in working 80-hour weeks, and they’re often 
willing to take less money if there’s greater fulfi llment.

A N Y O N E  C A N  B E  A  C ATA LY S T

The “Catalyst” is the dynamic profi le that will dominate 
the next decade. These physicians are typically employed 
partners with a stewardship mindset. Catalysts are change 
agents who are outcome-focused and believe in sharing 
risk. They view the hospital as a strategic partner.

The Catalysts will transform the physician/hospital 
relationship because they’re enterprise-minded, IT savvy 
and patient-focused. Many are cross-trained in other fi elds 
like law or business, so they’re excellent problem-solvers.

Although most Catalysts come from the Newbie category, 
don’t assume that every Newbie has the operational 
experience to be an instant change agent. And don’t 
overlook the Mavericks and Survivors who have the 
potential to become powerful Catalysts.

H O W  A  M A V E R I C K B E C A M E 
A  C A T A LY S T

A cardiac surgery group in a large metropolitan area was 
acquired by a regional health network to become part of 
its physician division. One of those surgeons was a classic 
“Maverick” who had built his own practice from scratch 
twice.

The regional network decided to add a heart surgery and 
cardiology program to its southern hospital because of 
the infl ux of many retirees. So even though the Maverick 
surgeon was an employee, the network asked him to help 
design and build the new program.

He immediately got involved with the architects and 
engineers in the design of the operating suites and 
recovery rooms. He hired his two former partners, and 
trained the anesthesiology and profusion staff. He even 
worked as a liaison with the cardiology group that came 
on board.

The heart program became so successful that it’s now 
getting patients from other nearby cities because surgeons 
can perform procedures at 50% of the cost of Las Vegas 
facilities.
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C L I N I C A L I N T E G R AT I O N : 
M E A S U R I N G  YO U R  P R O G R E S S

Here’s a practical checklist for assessing your organization’s 
readiness to achieve clinical integration.

1.  Determine the prevailing business structure of your 
staff:

  ___%  What percentage of your staff are in private 
practice?

  ___%  What percentage are employees of the hospital 
system?

  ___% What percentage are contracted hires?

2. What’s the generational composition of your staff?

 ___% What percentage of your staff are Mavericks?
 ___% What percentage are Survivors?
 ___% What percentage are Newbies?
 ___% What percentage are Catalysts?

3.  Who are your physician leaders?

  List by name the formal and informal leaders on your 
staff. How many of them are Catalysts?

 _______________________________________________

 _______________________________________________

4.  Are any hospital organizations in your service area 
gaining strategic advantage by achieving clinical 
integration/alignment?  ________________________

5.  Which physician leaders on your staff fully understand 
the benefi ts of achieving clinical integration – and the 
consequences of not achieving it? 

 _______________________________________________

 _______________________________________________

S E E I N G  P H Y S I C I A N 
C O N T R A C T S  I N  A  N E W  L I G H T

Both Newbies and Catalysts are looking for fl exibility and 
options in physician contracts. That’s why your staff needs 
a comprehensive approach to contract terms, payment 
rates and a host of other issues.

QHR consultants have extensive experience in the 
complex world of physician contracts. We understand not 
only today’s best practices, but the “red fl ags” that can 
alert you to contract problems on the horizon.

D U A L  F O C U S  F O R  S U C C E S S

Here are the keys to keeping your physician/hospital 
enterprise on a steady path toward clinical integration:

Maintain a split focus – Keep a watchful eye on 
volume and productivity in the near term while looking 
for innovative solutions that reward quality and joint 
accountability.

Know the generational differences and act 
accordingly – Each group has unique qualities that can 
make them effective Catalysts.

Identify, recruit and invest in physician leaders, 
especially Catalysts who understand the importance of 
moving toward clinical integration.

Empower providers by tracking outcomes so that the 
enterprise can remain patient-centric.

C O N T A C T  I N F O R M A T I O N

BJ Millar
Director, Physician Services 
Group
QHR Consulting
BJ_Millar@qhr.com
Phone: (801) 455-6092
www.qhr.com
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  Develop agreements and gain approval from hospital Board of various recruitment, income guarantee and 
employment models.  Consult with a healthcare counsel when developing compensation models.

   Develop basic compensation models featuring productivity requirements and performance incentive 
characteristics; i.e. (i) start-up practice; (ii) mature practice; and (iii) quasi-private practice models.  Consult 
with a healthcare counsel when developing compensation models.

   Conduct comprehensive background check; including medical education and residency completion and 
national data base inquiry.

   Gather necessary data to complete credentialing (example attached)

  Complete all HR employment forms including executed confl ict of interest statement.

  Secure Provider Number and Required Licensure: 

  Assign a liaison to assist with personal relocation issues.

   Designate a hospital executive who has the responsibility and accountability for the employed practices and 
physicians. (Preferably one who has physician practice and billing experience)

  Prepare and consult with your legal counsel on a standard relocation package:

  Create a recommended group of local advisors:

  Put the infrastructure in place and functioning to manage the practice:

  

  Complete credentialing and privileges for hospital and managed 
care participation

    Complete necessary Medicare and Medicaid applications

  Complete managed care contract participation agreements

  State licensure

 Federal DEA certifi cate

 Professional liability coverage

  House hunting expense policy for all employed physicians 
(physician and spouse)

 Temporary housing

 Signing bonus

 Incidental expense policy

 Real estate assistance

 Household moving expenses

 Bankers
 Realtors
 Accountants
 Lawyers
 Educators

 Staffi ng

 Supply and equipment acquisition

  Administration (registration, 
scheduling, HR, etc.)

 Billing and collections

  Managed care and other payor relations

  Practice site/offi ce/real estate… selection and development

For more information, contact: B.J. Millar, 1-801-455-6092 or bj_millar@qhr.com



  Assign a practice manager (with appropriate and practical experience) to handle the individual practice.

   Develop hospital policies and procedures for physician payment oversight and compensation disbursements.

   Select and prepare the practice site location before physician arrives.

  Prepare the marketing and advertising strategy. 

   Launch pre-arrival advertising and scheduling.

  Begin initial screening of practice staff. (Final hiring should be completed with involvement of physician)

   Assure practice staff benefi ts and compensation structures are in place.

  Craft a physician compliance policy.

 Craft a coding and documentation compliance policy for employed physicians.

Pre-employment/pre-arrival physician documentation:

 Date of birth and social security number 

   Current UPIN and Medicare Provider number (if applicable) 

   Copy of Medical or Dental Degree 

   Copy of ECFMG Certifi cate (if applicable)

   Copy of Certifi cate of Completion from Internship Program 

   Copy of Certifi cate of Completion from Residency Program 

   Copy of Certifi cate of Completion from Fellowship Program 

   Copy of ABMS or AOMS Board Certifi cation (if applicable) 

   Copy of current state medical License (with LOCAL ADDRESS) and all other state licenses, past or present 
with expiration dates 

   Copy of “updated” CV with “no gaps in time” months specifi c 

   Copy of face sheet of current AND past Professional Liability Insurance Policy and claims history 

   Copy of current Federal DEA certifi cate with LOCAL ADDRESS 

   Completed Delineation of Clinical Privileges form from the employing hospital  

   Completed ALL provider applications 

   Copy of current headshot photograph (government issued ID)

   Copy of military discharge (DD214 if applicable) 

   Copy of all continuing medical education in the last two years 

   Copy of CPR, ACLS, ATLS, PALS and NRP Certifi cates (if applicable) 

   Copy of completed Confl ict of Interest Statement from employing hospital

For more information, contact: B.J. Millar, 1-801-455-6092 or bj_millar@qhr.com


