
Today, health systems recognize the 
need to integrate physicians into 
high-performing businesses that drive 
coordination of patient care across 
physician specialties and care settings. 
And they are realizing that once the 
parties reach agreement on key terms and 
the deal is signed, the hard work begins.

Case in Point: Scripps 
Health and Scripps Coastal 
Medical Group
Scripps Health, a leading integrated 
health system located in San Diego, 
CA, has fi ve hospital campuses and 
approximately 700 physicians aligned 
through a California 1206(L) medical 
foundation. Over the past four years, 
Scripps Health has grown its aligned 
primary care group through a series 
of acquisitions of varying size and 
complexity. � ese newly acquired 
practices were integrated into the 
existing medical group structure of 
Scripps Coastal Medical Group, a 
primary care medical group aligned 
with Scripps Health through the 
medical foundation structure. � rough 
the acquisitions, Scripps Coastal Medical 
Group has grown from 19 physicians 
to more than 150 and expanded from 
2 clinic locations to 19.

Examining the steps Scripps Health 
completed before and after acquiring 
new practices off ers valuable lessons 
for successfully integrating physicians 
into a health system.

Step 1: Start Integration 
Planning Early
Without a strong, well-conceived 
plan, added fi nancial and operational 
challenges are likely. So the health system 
and medical groups should embark on 
a collaborative integration planning 
process early in the negotiations.

An overall planning structure that 
employs a central due diligence 
process will help identify issues that 
need to be carefully thought out and 
agreed to prior to acquisition. � e 
integration plan will vary somewhat 
based on size and perceived complexity 
of the acquisition. Regardless of the 
size, though, a steering committee, 
central project coordinator or project 
management offi  ce, and work groups 
responsible for completing various tasks 
will be required. Work groups should 
include teams or individuals from certain 
functional areas; they will develop recom-
mendations for the steering committee 
on key decisions pertaining to the letter 
of intent, defi nitive agreements, and 
integration plans.

Step 2: Restructure Governance 
to Support Integration
Many physicians who are being acquired 
and subsequently employed by a larger 
organization have never worked for 
anyone other than themselves and 
may balk at the idea of no longer having 
a voice in governance and management. 
Restructuring the existing governance 
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model to accommodate representatives 
from the newly acquired group will 
aid in securing the deal and 
facilitating integration.

Giving new physicians a voice in 
governance is one of the more diffi  cult 
elements to structure in a practice 
acquisition. � e main decision is whether 
to add representatives to the existing 
medical group governance structure or 
replace current members with members 
from the newly acquired group. As an 
alternative, some organizations will 
immediately appoint members of the 
newly acquired practice as nonvoting 
members of the board. At a minimum, 
new representatives should be added 
to governance committees, such as 
quality and fi nance.
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Scripps Coastal Medical Group has 
made various changes to its medical 
group governance structure to support 
integration of acquired groups. � e 
changes were largely driven by the size 
of the group acquired, the specialties 
represented, and the geographic location 
of the practice.

A key lesson learned is the importance of 
identifying physicians who demonstrate 
the leadership skills necessary to support 
the broader organization’s interest over 
solely representing his or her individual 
practice. Although in most situations, it 
is apparent which physicians have had 
governance and leadership positions 
within their medical groups and who will 
serve well in this new role, interviewing 
members of the new group is the surest 
way to identify the best representatives.

Failure to allow physicians a meaningful 
voice in governance can kill a deal 
or eventually lead to signifi cant 
dissatisfaction among group members. 
� at said, new physicians need to 
understand that the decision to 
restructure an existing governance 
model must be balanced with the 
need of the existing medical group 
to maintain its culture.

Step 3: Transition to a Unifi ed 
Compensation Plan
Guidelines for physician compensation 
terms should be established early in 
the integration process to ensure 
that expectations can be met and 
the transaction’s feasibility can be 
accurately assessed. Compensation 
considerations include:

 � Duration of salary guarantees 

 � Performance compensation formulas

 �  Timing of the transition to the 
medical group’s existing 
compensation plan

 � Benefi t structures

 �  Provisions for review and approval 
of compensation

Although many acquisitions are 
accompanied by salary guarantees 
and compensation terms that diff er 
from those of existing medical group 
physicians, defi ning a timeline to 
transition new physicians to the 
group’s existing compensation plan 
is essential. During this transition 
period, each physician should receive 
reports on what his or her income 
would be under the existing plan.

Salary guarantees can encourage 
integration by building trust and 
reducing barriers to completing 
the deal, but such guarantees 
should be limited. For example, 
compensation may be protected 
at historical levels for a limited 
period of time, such as one year, 
provided that performance does 
not decrease signifi cantly. During 
any guarantee period, set the salary 
guarantee as a fl oor and incorporate 
incentives for the acquired physicians 
to benefi t from high performance.

Today’s compensation arrangements 
should encourage productivity, 
quality, patient satisfaction, and 
good citizenship at day one and not 
wait for a guarantee period to lapse. 
Compensation formulas driven by 
these factors encourage integration 

by aligning incentives among the 
health system, medical group, and 
individual physicians.

Step 4: Consolidate Shared Services
Integrating an acquired practice 
within the operations of the medical 
group not only creates consistent 
strategic priorities, but also allows for 
consolidation of shared services, 
which can streamline operations 
and reduce costs. By consolidating 
services, systems with an existing 
medical group infrastructure gain 
economies of scale and are better 
able to control major cost categories 
and coordinate eff orts.

Consider consolidating such functions as 
human resources, general administration, 
marketing, legal, facilities management, 
information technology, procurement, 
and fi nance and revenue cycle. Defi ne 
which services will be shared and which 
will be retained in the existing practice 
during the integration planning process, 
along with the roles, processes, and 
technology involved in delivering 
shared services.

Toward True Integration
Many health systems paid a dear 
price for practice purchases in the 
1990s. Now there is a better 
understanding of the need to 
integrate acquired practices. By 
truly integrating new physicians in 
strong medical group structures, 
health systems and physicians will 
be better positioned to improve 
clinical outcomes, coordinate care 
across multiple providers, and meet 
strategic and fi nancial objectives.
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