
T
he Department of Justice and the Federal 
Trade Commission (FTC) developed the definition 
of a Clinically Integrated Network (CIN) in 
1996. Rather than providing a specific set of 

required criteria, the guidance includes characteristics and 
expectations of how the entity should be structured and 
how it should behave.

A CIN is a collection of healthcare providers, such as 
physicians, hospitals and post-acute care treatment 
providers that come together to improve patient care and 
reduce overall healthcare costs.

These various providers would otherwise likely be competitors 
in the open marketplace, which is why CINs fall under FTC 
regulations. Absent the structure and proscriptive behavior, it 
could be asserted that the members of a CIN have assembled 
in order to set rates with payers and otherwise engage in 
inappropriate price-fixing. To avoid this, the CIN needs to 
participate in ongoing program evaluation and modify 
physician practice patterns to control costs and ensure quality.

Specifically, this includes establishing mechanisms to 
monitor and control utilization of healthcare services 
and selectively choosing network physicians who are 
likely to further these objectives. In addition, it includes 
significant investment of money and time in the necessary 
infrastructure and capability to realize the claimed 
efficiencies.

What is the purpose?
The clinical purpose of a CIN is founded in the Institute for 
Healthcare Improvement’s Triple Aim. The first of the three 
objectives is to increase the quality of care provided to the 
patient by way of the development and implementation of 
evidence-based clinical protocols. Adherence to evidence-
based clinical protocols ensures a more consistent and 
predictable outcome over time.

The second element of the Triple Aim strives to reduce 
unnecessary costs and minimize waste in the care delivery 
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process. To achieve this, providers collaborate and coordinate 
a patient’s care so that duplicate tests, redundant labs and 
avoidable diagnostic procedures are all but eliminated.

The third and final element of the Triple Aim addresses an 
improved patient experience. Coordinated care, enhanced 
communication between providers and the elimination of 
unnecessary costs result in an improved patient experience.

In addition to the Triple Aim, a CIN allows otherwise 
independent physicians who are not ready for hospital 
employment to remain independent from the local health 
system in terms of employment. It also allows the physician 
to enjoy some of the benefits that the relationship could 
offer. The physician enjoys the scale of the larger healthcare 
partner while retaining autonomy. Moreover, being a 
member of a CIN positions a provider to take on higher 
levels of accountability to effectively manage utilization and 
the health populations in the future.

When the collection of providers has organized into a CIN for 
the right reasons and in the right ways, they can participate 
in various arrangements. These can be shared savings 
agreements and eventually arrangements with payers for 
high quality, highly reliable clinical services.

The caveat is that none of the quality improvement 
initiatives, the decrease in waste in the delivery process or 
the improvement in patient experience could have been 
possible without the creation of the network. The FTC allows 
the providers who are natural marketplace competitors to 
come together to negotiate rates, define referral patterns 
and manage care across the healthcare continuum only if it 
is the only way to achieve the Triple Aim.

Characteristics
The physician members must abide by the CIN’s policies 
and procedures relating to governance, participation, 
antitrust and confidentiality. After the creation of the CIN, 
the providers must develop and agree on a common set of 
clinical outcomes and clinical performance metrics.

Any third party contracts must include an incentive 
for meeting performance goals. These cannot just be 
exclusivity arrangements. The actual structure of the CIN 
must be robust enough to attain the stated goals in terms 
of governance, information systems, training and analytics. 
Ultimately, the CIN is better positioned to gain market 
recognition than if any one physician dealt with the payers 
individually.

What to consider

 • What do the physicians plan to do together from a 
clinical standpoint?

 • What activities will be undertaken?

 • How does this differ from what each physician already 
does individually?

 • What ends are those collective activities designed to 
achieve?

How do they expect to accomplish these goals?

 • What infrastructure and investment is needed?

 • What specific mechanisms will be put in place to make 
the program work?

 • What specific measures will there be to determine 
whether the program is in fact working?

Will individual  physicians attempt to accomplish these goals?

 • How are individual incentives being changed and re-
aligned?

 • What specific mechanisms will be used to change and 
re-align the individual incentives?

What results can be reasonably be expected?

 • Is there evidence to support these expectations, in 
terms of empirical support from the literature or actual 
experience?

 • To what extent is the potential for success related to the 
group’s size and range of specialties?
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How does joint contracting with payers contribute?

 • Is the joint pricing reasonably necessary to accomplish 
these goals?

 • In what way?

Structure
There is no one-size-fits-all blueprint for a how a CIN is 
supposed to be built. It could be a Physician Hospital 
Organization (PHO), an Independent Practice Association 
(IPA), an Accountable Care Organization (ACO), or an 
Organized Delivery System (ODS). If structured as an ODS, it 
is not a licensed facility or healthcare provider, although it 
could be a subsidiary of a health system.

The CIN needs to participate 
in ongoing program evaluation 
and modify physician 
practice patterns to control 
costs and ensure quality.

The CIN leadership includes a Board of Directors, who 
should be predominately physicians and should reflect the 
composition of the CIN. As with any entity, the board sets 
policy and strategy and the committees address operational 
issues. Typical CIN committees include finance, utilization 
management, quality improvement, credentialing and 
contracting.

Participation requirements
It is not expected or even reasonable to have the all of the 
physicians in a market be members of a CIN. It is typically 
the “best of the best” because these are physicians willing 
to invest their time, energy and effort in order to impact 
quality, efficiency and experience.

Physician members will be expected to sign a participation 
agreement that outlines the expectations and individual 
requirements. The agreement explains why the CIN exists 
and how the physician member will behave. Sample 
participation criteria include:

 • Maintaining an IT infrastructure

 • Accessing the CIN website and reviewing individual 
performance

 • Compliance with clinical protocols

 • Participation in all network contracts

Other participation criteria relate to prohibited behavior. 
The physician member is not allowed to engage in 
any dialog that could be considered price fixing or 
stinting on care. They are also not allowed to share any 
confidential CIN information such as fee schedules, 
market share data or contract negotiation elements or 
terms with third parties.

State insurance law should 
be researched for CINs that 
engage in risk sharing.

Regulatory issues
The most important regulatory requirement relates to 
antitrust. Because physicians in the same specialty and 
the same market are considered competitors, if they 
collaborate with payers on fees, that could be considered 
an illegal conspiracy. The legal analysis is complex 
but generally speaking, all relevant circumstances are 
considered in order to determine whether the practice 
behavior constitutes an unreasonable restraint on 
competition in the relevant market. This is considered the 
Rule of Reason analysis.

A challenging physician plaintiff has the burden to prove 
the CIN conduct is unreasonable and the defendant 
CIN physician does not have to prove the conduct is 
reasonable.

Conversely, the per se rule relating to antitrust litigation 
involves limited analysis and presumes illegality. There is no 
balancing test and no precise harm is required to be proved. 
The defendant has no opportunity to argue that the CIN 
activity has had pro-competitive effects. Examples of per se 
violations include:

 • Price fixing

 • Horizontal allocation of customers

 • Certain types of tying agreements

 • Certain group boycotts

Each CIN is licensed according state law, commonly as a 
limited liability corporation. It must adhere to Stark Law, 
the Anti-Kickback Statute, exclusion requirements, as well 
as federal and state privacy laws. As it relates to privacy, 
each participant is a covered entity, the CIN is the Business 
Associate, and Business Associate Agreements are required 
in order to share information.
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It should be reiterated that formation as a CIN does not 
create a single group or practice. All of the members 
continue as individual entities.

Finally, CIN involvement and participation is either exclusive 
or nonexclusive. In an exclusive arrangement, physicians are 
restricted in their ability to, or not to, practice individually 
with other physician networks or in health plans. In 
nonexclusive arrangements, physicians are able to affiliate 
and contract outside of the CIN. Nonexclusive participation 
is most common.

Operational considerations
A CIN may initially choose to have members participate 
in conservative cost containment objectives. Examples of 
payments based on cost containment goals include:

 • Withholding a substantial amount of the 
compensation, with distribution of that amount to the 
physician participants based on group performance 
in meeting cost-containment goals of the network as 
a whole

 • Rewards or penalties for the network’s physician 
participants based on group performance in overall cost 
or utilization targets for the network as a whole

Where appropriate, based on the maturity and the 
sophistication of the CIN, members may choose to engage 
in risk-sharing arrangements. It should be noted that state 
insurance law should be researched for CINs that engage in 
risk sharing. Examples of risk sharing include:

 • Agreement by the CIN to provide services to a health 
plan at a capitated rate

 • Agreement by the CIN to provide services or classes of 
services to a health plan for a predetermined percentage 
of premium or revenue from the plan

 • Financial incentives based on cost-containment goals

 • Agreement by the CIN to provide a complex or 
extended course of treatment that requires substantial 
coordination for a fixed, predetermined fee (i.e. bundled 
payment)

Because performance improvement is a core CIN 
component, the clinical protocols that are developed by 
the physician members should consider the categories of 
performance improvement initiatives such as:

 • Variation and cost reduction – Improving operational 
efficiencies

 • Clinical efficiencies – Reducing avoidable, unproductive 
and duplicative services

 • Care redesign – Ensuring treatment in the most optimal 
setting and by the right provider

 • System optimization – Shifting focus to preventative care 
and population health

 • Patient experience – Objective and meaningful 
comparisons between providers of care

Clinical protocols should be based on the feasibility of 
capturing sufficient data to monitor performance, and 
should also consider:

 • The improvement opportunity

 • Payer or hospital interest in the program

 • The ability of participating physicians to impact the 
targeted metrics

Contracting options
Performance improvement is the basis for joint contracting 
with payers, not simply getting better rates. A CIN may 
contract with payers, employers or health systems and the 
arrangement can be procedure-specific or aimed at a whole 
population of patients.

Methodologies include:

 • Improved fee for service (FFS) base rates

 • Bundled rates

 • Risk arrangements

 • Pay for performance (P4P) rates

 • Shared savings initiatives

At the point when distributions may be made to 
participant members, these distributions should be made 
carefully and intentionally. The flow of funds should be 
based on meeting stated performance objectives and 
should be transparent and easy to understand. Specifically 
this means:

 • Distribution is based on measureable performance

 • Uncomplicated methodology

 • Increased transparency across the network

Substance over form
Essentially, the FTC and DOJ will focus on substance rather 
than form in assessing a network’s likelihood of producing 
significant efficiencies. Several FTC advisory opinions have 
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been published that offer guidance from a regulatory 
perspective. The first was for MedSouth in Denver, Colo. in 
2002, with a follow-up opinion in 2007. The FTC conducted 
a thorough analysis and concluded that “the proposed 
program appears to have the potential to improve the 
quality and effectiveness of healthcare services that are 
delivered to patients, and thus to provide important benefits 
to consumers.”

The CIN providers must develop 
and agree on a common set of 
clinical outcomes and clinical 
performance metrics.

The FTC then provided an advisory opinion on the Greater 
Rochester Independent Physician Association (GRIPA) in 
New York, in 2007. Again following a thorough analysis 
of the infrastructure and documentation, including a 
validation of the CIN’s web-based, interoperable clinical 
information system, the FTC stated that GRIPA was 
unlikely to exercise market power that would violate the 
antitrust laws.

The FTC issued a third advisory opinion on TriState Health 
Partners in Hagerstown, Md. in 2009. Again the FTC 
determined that TriState had procompetitive potential, that 
joint contracting was ancillary to potential efficiencies, and 
that TriState was unlikely to exercise market power.

The fourth FTC advisory opinion on Norman Physician 
Hospital Association in Norman, Okla. in 2013 also yielded 
a supportive regulatory position. The FTC found that joint 
rate-setting would not be anticompetitive, because of the 
nonexclusive nature of the CIN, and even though Norman 
could not demonstrate procompetitive effects, FTC provided 
latitude in this area. Norman was the first post-ACA opinion.

One expert characterized FTC’s position as “We’ll let you try it 
and hope it works. We’re not going to stand in the way from 

the onset, because consolidation and working together 
interdependently is imperative right now.”

The FTC has also issued Consent Orders against organiza-
tions who have engaged in contract negotiations without 
the necessary core CIN requirements in place.

The FTC investigated AllCare IPA, Modesto, Calif., and alleged 
that between 2005 and 2006, AllCare engaged in price-fixing 
with payers, negotiated terms and prevented physician 
members from independently negotiating with payers. 
There were no clinical improvement initiatives in place.

The FTC also issued a Consent Order against Boulder Valley 
IPA, located in Boulder, Colo. The FTC alleged that between 
2001 and 2006, Boulder Valley IPA threatened termination 
if payers refused to negotiate or respond to demands and 
actively discouraged members from contracting directly 
with the payers.1

Conclusion
Developing and maintaining a CIN requires a great deal of 
time and capital. In addition to the physician leadership 
and possible hospital support, service agreements are 
needed for ancillary services such as data analysis, reporting, 
financial accounting and security monitoring.

Once established, monitoring the clinical quality 
performance metrics and any associated monetary 
distributions requires a robust monitoring and audit plan.

Finally, the particular business climate needs to be 
evaluated when considering a CIN. Where managed care 
and other risk-based payment models are not prevalent, 
a CIN may have more opportunity to eliminate waste and 
improve clinical efficiency. Where care is already highly 
networked, auditing and monitoring will need to focus on 
any underlying contractual requirements of the physician 
participants.

The decision to develop a CIN is a complex one and unique 
to the particular parties involved. 

1 The FTC advisories can be found at www.ftc.gov/policy/advisory-opinions

When you reach the end of your rope, tie a knot in it and hang on. 
~Franklin Roosevelt
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