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undamental changes are taking place in the way

health care delivery is organized. These changes

are being driven by the demands and expecta-
tions of the health care marketplace rather than by
health care reform. There has been a pronounced move,
both nationally and regionally, towards the consolida-
tion and integration of health care providers and the
creation of provider networks.

Integration is taking place within four primary ar-
eas, with participants often being
involved in more than one area at
the same time: (1) hospital collabo-
rations and affiliations; (2) physi-
cian practice integration; (3) phy-
sician-hospital integration; and (4) . e
provider-payor integration. Physi- -
cian practice integration runs the I\MMK:WM, Y
gamut from solo practice (no integra- . V
tion) through multispecialty group .
practice. Between these two extremes lie a number of
| options within which physicians may obtain some of the
benefits of integration while retaining varying degrees
of independence and autonomy.

IPA

Physicians in an independent practice association
(“IPA”) retain their own separate medical practices, but
become part of the IPA to access managed care contracts.
This organization can simply be a contracting vehicle
for managed care plans, or can become the physician
component in a more complex organization such as a
physician-hospital organization or other integrated de-
livery system model.

Because the degree of risk sharing and integration
among IPA members is small, particular care must be
paid to the risk of antitrust liability. In addition, corpo-
rate practice of medicine limitations in New York re-
quire that an IPA, unless formed to contract with a single
HMO, be formed as a professional entity—such as a
professional corporation or a professional services lim-
ited liability company. Finally, because an IPA is nei-
ther a provider of medical services nor is licensed asan
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insurance company or HMO, it cannot bear economic

risk and thus may not enter into global capitation ar-
rangements.

. Group Practice Without Walls

In a group practice without walls “GPWW") ar-
rangement, a network of physicians or physician prac-
tices become part of a single legal entity while main-
taining their individual practice locations and, in some
cases, their individual practice assets. Depending on
its level of integration, the
GPWW may employ all phy-
sicians, may acquire some or
- all of the assets of each prac-

tice or may only provide
centralized management
mne-d SEIVICES,

From an antitrust and
fraud and abuse perspec-
tive, the more fully inte-
grated the GPWW, the less the risk of allegations of
joint price setting or illegal renumeration from refer-
rals within the group. It is therefore important to build
into the organizational documents of a less integrated
GPWW a mechanism for modifying or unwinding the
arrangement if it is later found to be illegal.
Management Services Organization

A management services organization (“MSO”) ¢on-
tracts with physicians or physician groups to provide
them with administrative and other practice manage-
ment services including managed care contracting.
MSOs may also acquire assets of physician practices.

An MSO is not a health care provider, and so its
owners need not be physicians. As a result, physician
practice formation or expansion may be financed in
whole or in part from non-physician sources. Hospi-
tals, managed care organizations, non-physician inves-
tors or practice management companies such as PhyCor
or Caremark may own all or part of an MSO. This flex-
ibility enables MSOs to be building blocks for integra-
tion between or among physicians, hospitals or payors.

THE BULLETIN -- April/May 1995




TESTING THE WATERS
‘Continued

Legal Issues

April/May 1995

e



