
Alignment Strategies 
and Financial           
Considerations, Part 3 - 
Highly Integrated   
Models 

1 

Dilbert on Teamwork 2 

Coffee with Coker 2 

RVUs at Work: Relative 
Value Units in the Medi-
cal Practice 

4 

Physician Shortage 
Impact on Alignment 

5 

New Healthcare Invest-
ment Banking Firm 
Emerges as Middle 
Market Competitor 

5 

What Coker Group is 
doing this Month and 
Beyond... 

7 

About Coker Group 8 

Inside this issue: 

National                 
Consultants to 

Healthcare             
Providers 

800-345-5829 

www.cokergroup.com 

Volume 10, Number 3, May 2010 

YOUR DRIVING FORCE IN HEALTHCAREYOUR DRIVING FORCE IN HEALTHCARE  

COKERCONNECTION 

Completing a series on align-
ment strategies that began 
with an overview as Part 1 and 
followed in Part 2 with a de-
scription of various integrated 
solutions, Part 3 focuses on the 
most complex arrangements 
among the many models in the 
healthcare marketplace today. 
 

The highly integrated alignment 
models outlined briefly in this 
section involve high levels of 
integration and can encompass 
two major strategies: (1) the 
physician and usually staff em-
ployment (ie, W-2 models) and 
όнύ άŜƳǇƭƻȅƳŜƴǘ ƭƛǘŜΣέ ǳǎǳŀƭƭȅ 
implemented through a PSA (ie, 
employment, PSA for compre-
hensive specialty services, 
group without walls, hospital-
employed multispecialty group, 
hospital-employed specialty 
pods, hospital-employed net-
work, and PSA).  
 

Employment 
Physician employment can be 
structured in a number of ways. 
Typically with standard W-2 
employment, all assets of the 
practice are owned by the hos-
pital, and all management and 
administrative operations and 
oversight are under the hospi-
ǘŀƭΩǎ ŎƻƴǘǊƻƭΦ ¢ƘŜ ǇƘȅǎƛŎƛŀƴǎ 
function as employees of the 
system or a subsidiary of the 

system. 
 

Other forms of employment 
include the practice manage-
ment arrangement structure, 
which entails employing only 
the physicians. The physician 
continues to maintain the prac-
tice as a separate legal entity 
that is contracted by the em-
ployer hospital to provide man-
agement services paid at fair 
market value. This arrangement 
does not eliminate the head-
aches and hassles of managing 
a practice on a day-to-day ba-
sis, covering the overhead, and 
dealing with personnel issues, 
etc., but it allows flexibility to 
the physician that may decide 
to return to private practice in 
the future. 
 

With employment, physicians 
are subject to compensation 
that can be partially or fully 
guaranteed and usually encom-
passes a bonus incentive plan 
based upon individual and/or 
group productivity and, in some 
cases, individual and/or group 
bottom-line performance. 
Other non-productivity-based 
incentives may also be pro-
vided. Various stipulations, 
such as restrictive covenants, 
non-solicitation agreements, 
and other considerations or 
requirements, usually apply. 

Employment entails the highest 
form of integration in that the 
hospital acquires all or a por-
tion of the practice and the 
physicians are no longer inde-
pendent and autonomous. 
However, this can be mitigated 
through the practice manage-
ment arrangement structure. 
 

PSA for Comprehensive Spe-
cialty Services 
The final integration model 
alternative viable for considera-
tion by physicians in practice is 
a PSA. This option falls short of 
employment in various areas. 
Under this setting, the hospital 
will engage the physicians to 
provide all the services for that 
service line, requiring the es-
tablishment of a subsidiary pro-
fessional corporation (with 
proper due diligence). The ar-
rangement would include the 
following: 

 

Specialty services 
Clinical management and 
coordination 
Administrative, supervi-
sory, teaching, and re-
search functions 

  

The hospital engages the physi-
cians to provide specialty ser-
vices and certain other services,  
including diagnostic and other  
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In one of his Dilbert cartoons, Scott Adams 
depicts Alice as a non-team player. She 
speaks aggressively to the pointy haired 
boss about the way savings from her pro-
ƧŜŎǘ ŀǊŜ ŦǳƴŘƛƴƎ ŎƻǿƻǊƪŜǊ ¢ŜŘΩǎ ǇǊƻƧŜŎǘΦ 
{ƘŜ ŦǳǊǘƘŜǊ ŘƛǎŎǊŜŘƛǘǎ ¢ŜŘ ŀǎ ŀ άǎŜǊƛŀƭ 
ŦŀƛƭŜǊΦέ !ƭƛŎŜ ǎŜŜƳǎ ǘƻ ōŜ ǎŀȅƛƴƎ ǘƘŀǘ ǎƘŜ 
wants center stage, rather than being a 
team player for the company. She wants 
to get full credit for her work and does not 
intend to support needy Ted with his pro-
ject. Or, does Alice think Ted is doomed to 
fail? 
 

[ŜŀŘŜǊǎ ƛƴ ǘƻŘŀȅΩǎ ƘƛƎƘƭȅ ŎƻƳǇŜǘƛǘƛǾŜ 
health care organizations are compelled to 
instill teamwork principles among their 
employees. Alice may have fine attributes 
of cost savings and diligence, but for an 
employee that must work with others in 
completing projects (as most work assign-
ments require), her attitude is lacking. She 
is far more interested in self-perpetuation 
than in getting work done for the good of 
all. Or, is that all of the story? 
 
Following are qualities that every produc-
tive organization must have: 
 

Build the right team 
Skills ς a combination of skills that are 
necessary to get the jobs done or to 
accomplish the tasks 
Team culture ς employees who fit in 
with each other and have the same 
objectives 

Experience ς know how that comes 
from adequate preparation or adapta-
bility 
άYŜŜǇ ƛǘ ǘƻƎŜǘƘŜǊέ Ŧƻƭƪǎ ς organiza-
tional capabilities and focus on com-
pletion or getting the job done 

 

People you can trust ς reliability and 
responsibility without the need for 
constant oversight. 

 

In the Dilbert cartoon, perhaps Alice per-
ceives Ted as not having what it takes for 
his team to succeed. Maybe the story is 
ǘƘŀǘ ¢ŜŘ ŘƻŜǎƴΩǘ ŎŀǊǊȅ Ƙƛǎ ǿŜƛƎƘǘΦ {ƘŜ Ƴŀȅ 
not be willing to risk being a part of sure 
ŦŀƛƭǳǊŜΦ hǊ ƳŀȅōŜ ǎƘŜΩǎ Ƨǳǎǘ ƴƻǘ ŀ ǘŜŀƳ 
player. Whatever the reason for her reac-
ǘƛƻƴ ǘƻ ƘŜǊ άōƻǎǎΩǎέ ŘŜŎƛǎƛƻƴΣ ǎƘŜΩǎ ǳƴǿƛƭƭπ
ing to participate. 
 

Take a look at your employees and the 
tasks at hand to assess why resistance 
exists. Do you have the wrong skills and 

characteristics in place? Are all team 
members sharing their part of the work-
load? Is it easier for some people to work 
alone rather than be held back by incom-
petency? Your teams may have any com-
bination of flaws that hinder success. Look 
for the weak links and ways to strengthen 
your workers in order to accomplish your 
ƎƻŀƭǎΦ 5ƻƴΩǘ ŦƻǊƎŜǘ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ 
training and education when fine-tuning  
is needed to bring workers up to speed. 
On the other hand, it may be time to 
make changes to get the right people on 
the job. 

 

Dilbert is a syndicated American comic 
strip launched in 1989 written and drawn 
by Scott Adams. Dilbert appears in 2,000 
newspapers in 70 countries, making it one 
of the most successful syndicated comic 
strips in history. Accessed February 24, 
2010, at http://www.dilbert.com/about/.  
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Dilbert on Teamwork 
By Kay Stanley, FACMPE 

May Coffee with Coker 

 

Date: Thursday, May 20, 2010 

Time: 11:30 a.m.τ12:30 p.m. ET 

Speaker:  Craig Hunter,     
Senior Vice President  

Reserve your seat at: 
http://cokergroup.com/

Assessing Your Employed Physician Network 

Join us for  

Coffee with Coker, Coffee with Coker,   
a free monthly webinar  

designed to educate  
and empower. 

Participants of this session will 
Identify strategic issues to consider in the development and manage-
ment of employed physicians 

Apply effective measurement tools for assessing your employed phy-
sician network 

Assess key factors in converting from a primary care network to a 
multispecialty clinic 

Address primary components relative to transitioning to a provider 

Vo lume 10,  Number  3 

Lƴ ǘƻŘŀȅΩǎ ƘŜŀƭǘƘŎŀǊŜ ŎƭƛƳŀǘŜΣ ǘƘŜ ǘǊŜƴŘ ŦƻǊ ǇƘȅǎƛŎƛŀƴ ŜƳǇƭƻȅƳŜƴǘκƳŀƴŀƎŜƳŜƴǘ ōȅ 
hospitals is on the rise.  Proper management and support are significant factors in the 
overall success of the employed physician network, and impact recruitment and reten-
tion.  This timely session aids hospitals in adequately assessing their network by exam-
ining structure and governance, income distribution plans, financial expectations, spe-
cialty mix, strategic planning, marketing, and revenue cycle analysis. 
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ancillaries, on a full-time basis. The specific 
physicians must be available to perform 
professional services required by the PSA 
and with some level of exclusivity. 
 

The two parties work together to identify 
potential opportunities and new revenue 
sources to enhance the provision of ser-
vices. Opportunities for the physicians to 
merge with other like-minded specialists 
are also availed within the agreement. 
 

Practices remain solely responsible to pay 
for all overhead expenses. A budgeted 
amount of revenue and expense is estab-
lished and targeted, subject to the PSA. 
This is determined annually by written 
agreement of the parties. 
 

In turn, base fees are paid for the specialty 
ǎŜǊǾƛŎŜǎΩ ǎǳōǎƛŘƛŀǊȅ ƻǊ ŘƛǾƛǎƛƻƴ ƻŦ ŀ ǇǊŀŎπ
tice. A guaranteed annual base fee is tar-
geted; that fee is expected to cover all of 
the expenses of the specialty services in-
ŎƭǳŘƛƴƎ ǘƘŜ ǇƘȅǎƛŎƛŀƴǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴΦ Lƴ 
addition, targeted bonuses can be estab-
lished based upon a percentage share of 
any excess of net revenue over adjusted 
operating expenses. Alternatively, often 
the actual compensation or global pay-
ment amount is based upon a per wRVU 
rate, or, in certain specialties, via a time-
value unit concept. 
 

The hospital establishes the fees to be 
charged by the physicians for professional 
services and, therefore, controls the re-
ceivables, though it is the infrastructure of 
the practice that should be allowed to con-
tinue to conduct its own billing and collec-
tions services. The practice can continue to 
bill in the name of that entity (not the hos-
pital) and under its tax identification and 
billing number. Or, in many instances, the 
billings are under the number of the hospi-
tal but the services are still performed by 
the practice (at a fair market value fee). 
The receivables collected belong to the 
hospital. With the billing under the name 
of the hospital, the contracts for reim-
bursement are negotiated by the hospital. 
(Likely, this would be the preferable 
model.) 
 

This arrangement provides many of the  
goals and otherwise targeted objectives of 
employment yet does not involve actual 
employment. The PSA can contain  some 

restrictive covenants, and  exclusivity as it 
relates to all parties is a necessary negotia-
tion point. But the physicians do not lose 
their autonomy and continue to sufficient 
flexibility to provide the services they are 
currently providing, without some of the 
confinement and controls of employment. 
Moreover, they continue to manage and 
oversee operations. 
 

Ancillary services are considered and nego-
tiated also. In specialties where decreasing 
reimbursement make ancillaries less desir-
able, they are often sold to the hospital at 
fair market value and are a part of the 
overall calculation of the global payment 
from the hospital to the practice. Con-
versely, some or all of the ancillaries can 
be left in the practice and become a part 
of a joint venture arrangement. 
 

This structure offers an additional advan-
tage in the opportunities to increase and 
enhance the overall bottom line (ie, the 
ǎǇŜŎƛŀƭƛǎǘǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴύΦ ¢Ƙƛǎ Ŏŀƴ ƻŎŎǳǊ 
through a combination of a total revenue 
amount that is high enough to justify a 
return on investment plus a bonus and any 
additional excess distributed to the physi-
cians. Opportunities exist to expand the 
ǇƘȅǎƛŎƛŀƴǎΩ ǘƻǘŀƭ ŎƻƳǇŜƴǎŀǘƛƻƴ ŀƴŘ ǎǘŀȅ 
within regulatory guidelines under such an 
arrangement. 
 

Following are some specific models of em-
ployment  to consider. 
 

Employment Alignment Models 
Hospitals use the following six common 
ƳƻŘŜƭǎ ŦƻǊ ǇƘȅǎƛŎƛŀƴǎΩ ŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ 
include both actual W-2 and 1099 struc-
tures:  
 

Group or group without walls 
Hospital-employed multispecialty 
group 
Hospital-employed specialty pods 
Hospital-employed network model 
Practice management arrangement 
PSA models 

 

Group Without Walls 
Under this model, the hospital employs 
the physicians who in turn may be man-
aged by their own practice or an MSO or 
joint venture of the MSO. With the estab-
lishment of a separate management com-
pany dedicated to managing the physi-

ŎƛŀƴǎΩ ōǳǎƛƴŜǎǎΣ ǿƘŜǘƘŜǊ ƘƻǎǇƛǘŀƭ-, physi-
cian-, or a joint venture-owned, the group 
maintains some level of individuality and 
ŀǳǘƻƴƻƳȅ ȅŜǘ ƛǎ ǳƴŘŜǊ ǘƘŜ ƘƻǎǇƛǘŀƭΩǎ ƻǾŜǊπ
sight. In this model, the medical group 
sells its assets to the hospital (or to the 
MSO) and, ultimately, the hospital controls 
the financial performance and is responsi-
ble for providing infrastructure support 
through the MSO or through a combina-
tion of a corporate management structure. 
The physicians are employed (ie, W-2), yet 
have considerable input in managing clini-
cal operations. 
 

Hospital-Employed Multispecialty Group 
This model entails recruiting and employ-
ing physicians under one integrated struc-
ture. They may be acquired as a multispe-
cialty group and remain as such, or individ-
ual physician specialties can be acquired 
and then comingled and structured into a 
self-contained multispecialty group with 
its own administrative infrastructure. The 
group is a functioning entity reporting as a 
department of the hospital and/or a sepa-
rate operation. This model could have hy-
brids; even though the multispecialty 
group is structured and is functioning 
within itself, it could be managed by a 
separate MSO like the group without 
walls. 
 

Hospital-Employed Specialty Pods 
This model contains distinct employment 
arrangements that often include dedicated 
oversight across specialties. In this struc-
ture, the individual specialties can stand 
alone to some degree and have common 
administrative support or separate admin-
istrative support or a combination of the 
two, depending upon the level of sophisti-
cation of the organization. In concept, 
however, the specialties are individual 
pods and have that level of accountability 
and separation. This structure looks more 
like a series of single-specialty groups that 
have some common management but also 
a significant amount of autonomy and per-
haps some individual management. 

 

Hospital-Employed Network Model 
The network model typically has dedicated 
oversight but frequently segregates physi-
cians by service focus. A much more  
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RVUs at Work: Relative Value Units in the Medical Practice 
Read the latest book by Coker Group, RVUs at 
Work: Relative Value Units in the Medical Prac-
tice, published by Greenbranch Publishing. Writ-
ten by Max Reiboldt and Justin Chamblee, this 
book provides tremendous insight for utilizing 
RVUs to improve practice performance. The 
Relative Value Unit (RVU) system can be a pow-
erful tool to help you manage your practice. 
When analyzing the many services you provide, 
the RVU system can help you compare one ser-
vice to another in an objective, meaningful man-
ner. In today's healthcare arena, the focus on 
RVUs continues to expand. Although RVUs were 
created as a payment method for Medicare, 
they have evolved into a valuable means for 
tracking provider productivity, measuring and 
defining costs, negotiation managed care con-

tracts, compensating physicians, and bench-
marking key indicators. In this session you will 
discover practical applications of RVUs and vital 
information about work RVUs. You will be able 
to track provider productivity using RVUs, ana-
lyze cost using RVUs, and define now RVUs are 
used in managed care contracts. 
 

Paperback, 108 Pages 
Product:  RVUs at Work 
Item#:  9780981473895 
List Price: $82.00, plus $9.95 S&H 

 
Order online at 

 www.shopmpm.com/ or   
call toll free 800-933-3711. 
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integrated hospital health system, it em-
ploys virtually all physicians from various 
disciplines, eg, a multispecialty medical 
group, a training institution, and a sepa-
rate network structure for adult special-
ists.  
  

This model incorporates common adminis-
trative support systems from more of a 
parent-to-subsidiary level. Typically, this 
structure applies to a highly integrated 
health system where all physicians are 
employed. The previously discussed clinic 
model could be structured under the net-
work model, encompassing every physi-
cian as a part of the employment struc-
ture or network. 
 

Practice Management Arrangement 
In this structure of employment, the phy-
sicians are employed by the hospital, but 
the practice infrastructure remains inde-
pendent and under the control of the phy-
sicians. The physicians retain ownership of 
their practice infrastructure and they op-
erate as managers of the practice provid-
ing all administrative services, space, 
equipment, and support staff. The hospital 
contracts with the practice entity for these 
services and pays a fair market value fee 
for them. The compensation structure for 
the employed physicians is normally a 
productivity-based system.  
 

This particular model allows the physicians 
some independence regarding manage-

ment infrastructure. It also allows them to 
be employed and the subsequent bene-
fits. However, employment does not in-
volve their staff, so these associates do 
not receive the benefits and other oppor-
tunities of being hospital employees.  
 

Under this model, physicians maintain the 
ability to return to private practice in that 
they do not sell their infrastructure and 
administrative expertise to the hospital. 
This is a major concern for many physi-
cians when they consider employment. 
The thought of selling out totally to the 
hospital is disconcerting. Here, the ar-
rangement can be dissolved easily and the 
practice entities stay outside of the hospi-
ǘŀƭΩǎ ŎƻƴǘǊƻƭΦ 
 

PSA Model 
As described, the PSA model entails a 
structure of employment (or employment 
line) where the physicians of the group 
are contracted for professional services. 
These professional services are paid at a 
fair market value rate and in effect be-
come the global payment; ie, the revenue 
of the medical group replaces the revenue 
traditionally generated from third-party 
payers and the government. Variations 
can apply. For example, the hospital may 
own the infrastructure and contract with 
the physicians strictly for professional ser-
vices. Conversely, the physicians of a 
medical group may own and maintain the 
infrastructure and contract for such ser-

vices with the hospital. More likely, they 
would only contract for billing and collec-
tion services in that they would provide 
the services at a fair market value fee for 
the hospital. (The hospital would now own 
the payer contracts and the receivables.) 
The PSA model permits flexibility as to the 
management structure in that it could be 
a jointly owned MSO between the hospital 
and the medical group and even other 
medical groups. Thus, the management 
structure as defined within the PSA will 
govern the amount of the global payment 
for the professional services. Simply, if the 
medical group retains its own manage-
ment and administrative infrastructure 
and the responsibilities to run and operate 
the practice, including the responsibilities 
of the associated overhead, the global 
payment within the PSA model would be 
inclusive of those costs or a higher 
amount. If the practice relinquishes  man-
agement or a portion of it, the global pay-
ment fee would be reduced accordingly. 
For example, if the practice had no ongo-
ing management, all of this was sold to 
the hospital or to an MSO, the hospital 
would receive the proceeds of that por-
ǘƛƻƴ ƻŦ ǘƘŜ ǇƘȅǎƛŎƛŀƴǎΩ ǇǊƻŦŜǎǎƛƻƴŀƭ ŦŜŜ 
revenue. Conversely, if the physician 
group retains the management and ad-
ministrative oversight, the cost of that 
would be a part of that global payment. 

 
 (Continue on page 6) 


