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A Strategic Plan for the Physician Enterprise
A tangled web of relationships won't help your organization. Put together a cohesive, consistent model that will lead to a successful physician enterprise. 
If there is one factor that should be weighed above all others when judging the market power and sustainability of a hospital or health system, it is the number of physicians the hospital has engaged through employment or other tight arrangements. It used to be that at national meetings hospital CEOs would size each other up by asking, "How many beds you got?" Then, the question became, "How many docs you got?"

Most health systems embody three distinct but interrelated ventures: the inpatient enterprise, the outpatient enterprise and the physician enterprise. A fully engaged physician enterprise has become a survival requirement for hospitals and health systems. Things are rough. And they're going to get rougher. It's not just a question of continued downward pressure on reimbursement and a move to pay for performance. Physicians and hospitals need to consolidate to have any hope of achieving market leverage. Connecting physicians is becoming a mandate rather than an option. Ballyhooed government EMR funding is a small carrot accompanied by a very big stick. Fail to show "meaningful" use of EMR and you start to lose big chunks of your Medicare cash flow.

There are folks getting ready to swing even bigger sticks. In an editorial in The Wall Street Journal, former New York Lt. Gov. Betsy McCaughey cited the July 30, 2008, jury award of $2.5 million to a Missouri man because he had suffered an infection that cost him 84 days in the hospital, 15 operations, his right leg, part of his left foot, a kidney and most of his hearing. The defendants included a heart surgeon, his group practice and St. Anthony's Medical Center in St. Louis.

The infection was a "never event" and, therefore, subject to Medicare's restrictions that deny reimbursement for the cost of treatment. As McCaughey concludes, "...the coming wave of lawsuits, as well as financial incentives from Medicare and insurers, will fight complacency about hospital hygiene." There will be no way to impact quality, safety or cost without physicians who are actively and productively engaged.

Unfortunately, many health systems are either "frozen" or "frenzied" when it comes to developing their physician enterprise. Those in the freezer, fearful of financial and political costs of employing physicians, have done nothing while their competitors have pushed ahead. Although this stance may have worked in the past, it may soon prove fatal as the market and government demand results that only meaningful physician engagement can provide. Building a high-performance physician enterprise takes a plan and it takes time. Some key aspects of development can't be rushed. Those who have been paralyzed may soon find themselves too far behind to catch up.

The frenzied health system reacted to the threats in the environment by spending a decade acquiring practices, employing physicians and constructing joint ventures, only to find itself enmeshed in a tangle of ad hoc relationships lacking in common purpose and coherence. Most physician enterprises were assembled as defensive moves. Often out of necessity, they were cobbled together in a hurry, with little thought to how they would be sustained in the future. Or how they would relate to the health system overall.

Many health systems have realized that they have woven a complex, often irregular and unstable web of relationships. Like a wad of fishing line, the tangle may just tighten if it's pulled. Somebody needs to create order out of disorder. That won't happen without a high level plan that steps back from the details of this deal and that deal to make some sense of things. Getting from a hodgepodge of existing employment agreements and contracts to a transparent and consistent model that delivers value can be a dangerous assignment. Emotions often run high when the question at hand relates to a doctor's compensation, time off or level of teamwork.

As an organizational structure, the traditional medical staff model is increasingly regarded as irrelevant to the realities that define the economic and strategic relationships between physicians and hospitals. As health systems consider the future of their physician enterprises, they would be wise to treat them as "startups" in need of new strategic plans.

Before they wrote In Search of Excellence, Tom Peters and Bob Waterman popularized the "7-S framework": strategy, structure, systems, shared values, style, staff and skills. The 7-Ses are a checklist for ensuring strategic success. Here are some suggestions on how to apply them to your physician enterprise:

Strategy: How will the enterprise differentiate itself and achieve its aspirations?

Deeply involve physicians in developing and executing the strategic plan for their enterprise. Assertions that physicians don't care about strategy are wishful thinking on the part of non physicians. Most physicians are interested in the future of any organization that has a significant impact on their practice, their patients, their income and their lifestyle.

In developing strategy, look hard at the Federal Trade Commission's (FTC) requirements for clinical integration. (Clinical integration refers to an organized linkage of physicians, employed or independent, that demonstrates meaningful improvements in quality and efficiency. Linkages relate to infrastructure, information, clinical guidelines, active collaboration and, with regulatory [FTC] approval, joint contracting.) The FTC requirements provide a pathway to enhanced quality, efficiency and market leverage.

Structure: How will the enterprise be designed and organized?

Unify the physicians. Every physician employed, contracted or independent, or who directly or indirectly generates meaningful utilization for the health system, should be considered part of the physician enterprise. That includes employed physicians, hospitalists, physicians in the emergency department, independent contractors (anesthesiologists, radiologists, pathologists) and joint venture partners, as well as physicians who hold medical directorships. The physician enterprise also includes physician-hospital organizations, medical services organizations and clinical integration models. It does not include the medical staff organization; that's part of the inpatient enterprise.

Make the enterprise physician-led. It should have a physician president reporting to the system CEO. It should also have its own board and committee structures predominated by physicians. The management structure of the physician enterprise should be defined by its president and its board.

Incorporate service lines. Service line success depends on physician leadership, particularly from specialists and subspecialists. Service line leadership structure should be designed into the organizational structure of the physician enterprise.

Forget "groupness." Far too many health systems waste time and emotion trying to establish a sense of "groupness" across all of the doctors in the physician enterprise. Mayo has achieved this and it is a wonderful thing. But Mayo had the benefit of extraordinary physician leadership and 100 years to become what it is. Most physicians in America don't relate to an institution or to a 100 year tradition. They relate first to their specialty. Cardiologists care about cardiology. Orthopedic surgeons care about orthopedic surgery. The optimal number of physicians for building "groupness" is probably a dozen at the outside. Structure accordingly.

Systems: What are activities and processes by which the organization will operate?

Identify the financial flows. The dollars dedicated to securing physician relationships have been piling up for decades. Even for health systems that employ no physicians, the cost of physician relationships is now a significant portion of the budget, although it is rarely consolidated and reported as such. All dollars spent on physician relationships should be identified. That includes not only salaries but the cost of medical directorships and joint ventures. The total represents a baseline budget available for the physician enterprise. The strategic plan for the physician enterprise should assess the value of these expenditures and reallocate dollars to the most productive uses.

Get real about transparency. A commitment to transparency is high on the list for many health systems. When it comes to the physician enterprise, transparency needs to become more than an amorphous aspiration. One of the most powerful forces in shifting physician behavior is peer pressure. Information about whether a physician is performing to the expectations of the enterprise and his or her colleagues should be clearly and continuously shared. Physicians themselves may resist such illumination, but it is essential. Physicians do not like to be outliers in negative territory. They will work to shift themselves into the company of their peers.

Align the organization according to clinical and management standards. Commitment to standardization will be at the heart of any successful physician enterprise. Standards and guidelines should extend beyond the clinical realm and apply to management as well. Even though they are seldom described as such, the IOM's Six Aims as well as the Baldrige Criteria and NRC Picker's Eight Dimensions of Patient-Centered Care are examples of management standards and guidelines.

Ambulatory information systems are obviously key to communication and collaboration as well as monitoring and control. Put in place systems designed for group practices. Extending the hospital's systems to the physician enterprise isn't going to work.

Shared values: What will the organization stand for?

Be principle-driven. One of the first tasks for the leaders of the physician enterprise is to define a set of principles that will govern its activities, including such things as employment arrangements and joint ventures. While the specifics of such arrangements may not be open to disclosure because of confidentiality agreements and other considerations, their general parameters can and should be transparent. Only in this way will the physician enterprise achieve consistency in the relationships that unify it.

Such principles allow systems that currently have a hodgepodge of arrangements to migrate toward the uniformity that will be necessary for establishing a level playing field and trust. Concern about "special deals" can cripple a physician enterprise.

Style: How will leaders exercise leadership?

Cultivate and support physician leaders. Generally, physician leaders at their most effective operate not as the "person in charge" but as "first among equals." Top performing physician enterprises have embraced a leadership model that teams physician executives with lay executives. This "right hand person" approach should be extended all the way through the management and committee structure of the physician enterprise.

Ask for a show of hands. Physicians are surprisingly democratic. They generally respect and support decisions made with their colleagues in an open setting. On the other hand, they are inherently suspicious of decisions made behind closed doors. They expect to be consulted on issues that impact them.

Staff: What kind of employees will be needed?

Look beyond physicians. A physician shortage is not a future challenge. It's a current challenge. And it will be getting worse. It takes at least a decade to train a new physician. Organizations exist to create leverage beyond what individuals can create. Bring organization and management to bear to leverage the physician supply in the enterprise. That means investing in experienced practice management staff and infrastructure.

Augment physicians with physician assistants and nurse practitioners. These midlevel professionals are essential to deploying scarce physician resources. Use of physician extenders needs to be disciplined. They are there to support, not replace, physicians.

Transition the front office. Staff in the practice setting who are not involved in direct patient care are one of the great undeveloped opportunities to enhance the patient experience and differentiate the physician enterprise. Such personnel have an enormous impact on patient satisfaction, yet they are frequently inadequately trained and managed. Time constraints and inexperience often mean physicians are not well positioned to help enhance and standardize the interaction of their office staff with patients.

Skills: What will the competencies of the enterprise be?

Turn "I" into "we." Teamwork and collaboration will be essential to demonstrating superior clinical outcomes and an enhanced patient experience. So will application of basic process improvement tools to connect the delivery of care and streamline it.

Many frozen health systems become frenzied as they try to make up for lost time, and many frenzied health systems become immobilized by a tangle of haphazard deals. To borrow an analogy from computers, a "hard reboot" may be in order. We've all had the experience. The computer freezes. It doesn't matter what you do; you can't get it to respond. Even though you may lose everything you've been working on, it's either hit the reset button or sit paralyzed.

Whether frozen, frenzied or ahead of the game, every health system's physician enterprise needs a strategic plan and the resolve to execute it. Time to hit the button.
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