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ofAbg] A F E3 (The Overlapping Boa-
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71 QA FEY ol A A A"
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®

Table 1. Classification of multihospital arrangements

2 AFD B Aelvlze] i JAAHL 3
£ Aeleh

A 1% 2Ywo B ol Hele] 24 elol
93 FEeo] o b

® A3 A+ 28 (The Holding Company Mo-

deD)

7 Wl Eo] FAAHLE 149 23 £o0=2 o
249 Jue A "ok 22 A dUe
zHzke] ol Atg] 9 & spAlE 9o 7 Wil
2| 8] Ab o] Atg o A B A A KA F) A&
4g ¥ wuch

@719 %3 28 (The corporate Approach)

7t Hedel gk RE AFE 19 Bgd o
Abgloll A g 3ot

2)E

DeVries = &3}
+9 2z F
A58 T4

5to| LIRS FRs BR
EHd o W MHS =4,
29 Ak A Aol 9lelA MHS2] 9]
oz dte] 774A EHE TR

Types 1 I jiis v v Vi VII
Categories Formal Shared or Consortia for Contract Lease Corporate Complete
Character- Affiliation Cooperative Planning or Management Ownership Ownership
istics Services Education but Separate
Management
Less commitment, more CONTINUUM More commitment,

institutional autonomy

Descriptions, Patient transfer ~ Financial, poli- Voluntary health
Definitions, agreements, tical commit- planning coun-
Terms House officer ment over time cil for a specific
affiliations, for selected geography;
referral products or Area Health
agreements services Education
Centers
(AHECs)
Corporate No No No
Ownership
Corporate No No No
Management
System No No Yes
influence on
major policy
decisions

Corporate man-

agement; full
management
without

ownership

No

Minor

Policy as well as
management
provided by a
single board

No

more system control

Owners do not in- 1. Mergers, con-
terfere in the solidations
management of 2. Satellites,

hospitals even branch
though they operations
have legal 3. Authorities
authority; chains
absentee 4. Holding
ownership companies
Yes Yes
No Yes
Maybe Yes
(Absolute)

{DeVries, R. A.: Strength in numbers. Hospitals, J.A.H.A., 52 82, 1978)
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® Z-A 4 & (Formal Affiliation)

@ Ao b] &= LEo| & (Shared or Cooperati-
on Service)

@HYA A % 28 #3 &5 ( Conso-
rtia for Planning or Education)

@7 k7 (Contract Management)

® o] (Lease)

® A4 Ego] 454 g2 ( Corporate Own-
ership but Separate management)

® gA 54 28 (Complete Ownership)

7742 F5F9) - GEel A SEHA o

Yo (- 1)l AAE e} e

4. MHS 9| &

(E-2)olA AAg upeb o] v]=2 1975
W o] v] 3 AA 7] ddky Y (Short—Te-
rm General Hospital) 9 23.9%<%] 1,405 7
7} MHSo} 4550 9l 1984dols AA
Welol 35.5%Q 2,050707F MHSe| 4= o
olch A% AEAe o Zo s T o2
HYSe £ FE53] FokHel 1955 =

(Table-2) ©

Z4 MHS MHS%| %4
1975*% | 5,875 1,405 23.9% | 926,000 293,000 31.6%
1984** | 5,775 2,050 35.5% 1,016,484 378,132 37.2%
1995 53.0%

) * Brown M: “Hospital management system-

Multi -Unit Organization and Delivery of He-
alth Care” p.32 Aspens Systems Corp.
1976.
* “UPDATE”, Journal of American Hospital
Association P-M8, Vol 59-3, Feb1, 1985,
=%% Projection made by Arthur Anderson & Co.
“Health care in the 1990s Trends and St-

rategies ”.

Z1) Arthur Anderson & Co. “Health Care in the 1990s :

75dol = AA W4 31.6%0l" Aol
1984udoll = 37.2%<0 378,000 ¥ 4ol MHSe|

A28} 5L

el 24t o o3t GD 45 MHS HYF
Catholic church—related MHS 7} A MHS
A%ug] 2 wWasd] g g u s AA

of o] AX HYFY &+ 9% HWAFERA= S
14% % 2=xsbs gleb(zg — 1 2.

) ol = @Al 249A419) MHS7Fglom 54
o] o3a]Ed MHS~ Hx MHS #<le ¢ 30
%5 gAY, o G5 AY Alkd stz

9lomn o5 571 MHS~} 4882 MHS ¥4
29 o 90%% 43t ek
o] 571 MHSS 9t ¥ £F £ 244

e
1. Hospital Corp. of America( HCA)

Nashville 351 7
2. American Medical International (AMD
.~ Beverly Hills 9371
3. Humana (HUM) Louisville 81 74

4 . National Medical Enterprises (NME)
LosAngeles 64 71
5. Charter medical Corp(CMC) 35 7
w3z MHS Zo]4 713 £721-& San Diego
o] 9123t American Health care Systems
(AHS) 24 2679 A58+ 253 233749
B9, & 45,0007 #HAol vl= 2175l &
5o 2953z glon AHSO 1d YR
= ok 609 Zefolth, AHS A & vl 7%
ol g} & gtx o] 7|2 Astol 4749 dE L
BAstz 9 dl ol 52 AHSE A% &&
g3s]al, fdANE G, B EAY E
A AE3 AL S A SOl
715 w)oda] MHS 24+ 3ol 44 Ma-
jor Catholic Hospital Alliance Inc. 24 #|&
2] Z9) Crestwood o] ¢ zlst3 gleh, 1984 &
Al 2009 =AY ZHEY WS 411,500

Trends and Strategies ”.

#2) UPDATE “Journal of American Hospital Association P-M8 Vol. 59-3, Febl, 1985,
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Source” American Hospital Association, Directory of Multihospital Systems, 1983, 1984. and 1985 editions. Chicago: American Hospral Putitishing, Inc

Fig. 1. Hospital and beds in multihospital systems, by type of ownership and

control, as a percentage of comunity hospital.

Table 3. Number of foreign facilities and beds operated by U.S. corporations

Companies Facilities Facilities Number beds qur entered
owned managed owned managed Jforeign market

American Medical International 12* 6 1,504 853 1970
Charter Medical Corporation 2 49 255 1974
Community Psychiatric Centers 2 — 166 — 1980
Gateway Medical Management, Inc. — — 84 1980
Hospital Affiliates International 7 3 983 423 1979
Hospital Corporation of America 12 8t 1,654 3,731 1973
Humana, Incorporated 3 — 440 - 1976
National Medical Enterprises, Inc. - 3 — 811 1980
Whittaker Corporation - 5 — 959 1974

TOTALS 37 28 4,796 7,116

* Includes three hospitals in which AMI owns a 50 percent equity interest.
T Includes three hospitals with which HCA has a consultative agreement.

Bds i vt g2y 19859 A =
3070 SUBLE A =2l o S5l

3224 MHS 59 912 E obF 2ud
dolch 1981 #A 9719 MHSe| #ojxiz
AH T (E-3) AEFEY WY (F-4) & A4
sheie,

‘5. MHS Mojg|a W&
1) 250|& (Shared Service)

(F-5)9 (F~6)cll+ 19789 %] AT
4,00670 9] wb7] duby gl (Short — term Gene-
ral Hospital) 2AME &3le] 98]zl e dok
+5°| & (Shared Administrative Services)d}
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Table 4. Distribution of foreign operations by investor-owned corporations

Countries Faciities . Facilites Nember \\i cMC  CPC MM HAI HCA HUM NME waIT | entered
owned managed of beds Sforeign market
Australia 17 —_ 1,504 2 5 10 1978
Bahrain — 1 84 1 1980
Brazil 5 —_ 711 5 1980
Chile — 130 1 1980
Egypt - 1 300 1 1978
England 11 2 1,300 1 2 1 2 1970
France — 2 158 1974
Libya — 2% 2,600 2 1979
Pakistan — 1* 731 1978
Panama — 1 150 1 1974
Puerto Rico — 2 255 2 1974
Saudi Arabia — 8 1,629 1 1 3 3 1973
Singapore 2 —_ 636 1 1 1979
Spain 2 — 405 2 1978
Switzerland 2 1 480 2 1 1972
United Arab '
Emirates — 2 634 1 1 1979
Venezuela — 1 150 1 1979
North Yemen — 1 55 1 1980
TOTALS 40 25 11,912 18 3 2 1 10 20 3 3 5

* HCA has consultative agreements rather than management contracts with the hospitals in these locations.

q] A%} § Bof iLZo] 2 (Shared Clinical Ser-
vices) o A&l & FE3s3ich

e oo FEol gl gl =+t AHA
Wl 76.9%0A4 At o] gd sk
o AAAE A dFob 40.4%, A Aas L
2o 31.2%. AlE 25.6%, 244 24.2%
ze| 2 o5k 22.4% TA oAt AT
£ ofA] A Boled B AR EFC] 69.8%
A s FAAE 61.6%, LHFE58.5%
A 47.3%Y 41
ol 4R B Eof FEolgol gl e YL
36.4%, Wl A Ak 32.3%, WA R 25.7%,
A goldtat 14.2%, oH 2 13.1%9 A e

2) getAg w2l (Contract —Managed Ho-

spitals)

198247k =7} Lk
ZAF 53 Aol o,
1982 % =45l ¥ 5,8177%F 10.9% <
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Table 5. Participation in shared administrative services Table 6. Participation in shared clinical services by

by shortterm general community hospitals, 1978 short-term community general hospitals, 1978
Ambulatory care 318 7.9 Anesthesiology 524 13.1
Emergency care 211 5.3 Blood bank 1,459 36.4
Outpatient care 136 3.4 Burn care unit 296 5.6
Other . ) 60 1.5 Crdiac care 189 4.7
Audiovisual equipment 701 17.5 ECG 508 12.7
Biomedical/clinical engineering 896 22.4 Employee health services 181 4.5
" Credit and collection 721 18.0  Hemodialysis 341 8.5
Consultant 738 18.4 Home health care 397 9.9
Dietary 600 15.0 Intensive care 89 2.9
Education/training 1,249 31.2 Laboratory/pathology 1,294 32.3
Clerical 361 9.0 Medical services 168 4.2
Management 727 18.1 Medical staff 439 10.8
Nursing 931 23.2 Multiphasic screening 106 2.6
Other 527 13.2 Obstetrics 187 4.7
Electronic data processing 1,617 40.4 Occupational therapy 220 5.5
Laundry/linen 1,027 25.6 Open-heart surgery 198 4.8
Legal services 610 15.2 Pediatrics 178 4.4
Library services 970 o242 Pharmacy 362 9.0
Management engineering . 691 17.2 Physical therapy 569 14.2
Medical records/transcription 286 7.1 Psychiatric/mental health 405 10.1
Microfilm 372 9.3 services
Personnel/collective bargaining 515 129 Rad.xology ] 1,031 25.7
Plant engineering 334 8.3 Dxagnostlc. 746 18.6
Printing/duplication 581 14.5 Therapeutic 53 13.4
Public relations/information 438 1g,  Respiratoryinhalation therapy 395 9.9
Purchasing 3,080 769 ~ ocialservice 323
Dietary 189 " 473 Surgical services 158 3.9
Drugs 2,343 - 585
I.V. solutions 2,468 61.6 6. MHSS Anje} SN
Linen 1,700 42.4
Medical/surgical supplies 2,796 69.8 B =BojAE n]Fe FA0F 1970 H 3
Other 199 S8 3AsA 94, wAEe Jl3 Qe MHSA o
Quality assurance program 477 11.9 she] MHSuHd o] g 92 2 o587 4 w7
ceen o s s S 2003 MHSS 99 Eoiel @ g o
o ool vlste] R4 AFeHA®, MHSS 247
Transportation services —_ - % ol T o] W 5 o] Tre o e
Patient 259 6.5 Tox oW = crEo TR e e
Other 67 1p  SHATh =3 UIFS FH02 @ MHSY o
S A N




Table 7. Contract-managed community hospitals as a percentage of all community hospitals

1979 1980 ' 1981 1982 Percentage
% % % % change,
Number of total Number of total Number of total Number of total 1979-1982

Contract-managed )
community hospitals 403 6.9 550 94 553 9.5 634 10.9 + 57.3

By bed size

100 beds 297 5.1 400 6.9 397 6.5 432 7.5 + 454
101-199 beds 71 1.2 108 1.8 129 2.2 141 24 + 98.6
200-399 beds 31 0.5 36 0.6 37 0.6 49 0.8 + 58.1
400 + beds 4 0.1 6 0.1 8 0.1 12 0.2 +200.0
By ownership

Not-for-profit. 187 3.2 287 4.9 286 4.9 333 5.7 + 78.1
Investor-owned 46 0.8 49 0.8 40 0.7 45 0.8 - 2.2
State, local gov’t 170 2.9 214 3.7 227 3.9 256 4.4 + 50.6

Source: AHA Annual Survey of Hospitals

Table 8. Contract-managed hospitals in multihospital systems as a percentage of all systems hospitals

1979 1980 1981 1982 Percentage
% % % % change,
Number of total Number of total Number of total Number of total 1979-1982

Contract-managed

In all systems 385 25.7 397 22.1 459 24.5 418 21.7 + 8.6
" In not-for-profit 111 7.9 109 6.1 167 8.9 195 10.0 +75.7
In investor-owned 279 18.3 288 16.0 292 15.6 223 11.6 -18.6

Sources: AHA Directory of Multihospital Systems; AHA Data Book on Multihospital Systems
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Table 9. Problems leading hospitals to consider contract management™

Type of hospital
Problem area All Government Not-f?r- For:
hospital hospital profit profit
ospitals osprials hospitals hospitals

Need to improve hospital’s

cash flow or deficit position 67% 69% 60% 78%
Need to improve hospital’s

efficiency by reducing costs 49 54 37 67
Need to replace unsatisfactory

or retiring administrator 45 54 37 33
Need to improve professional

expertise available to the board 39 39 37 44
Need to recruit/retain

desired medical personnel 32 31 37 22
Need to eliminate low patient

census 15 18 13 11
Need to make major improvements

in physical plant/equipment 14 8 20 22
Need for assistance in raising

additional capital funds 12 3 27 0
Need to correct accreditation

problems 8 8 10 0
Need to meet increased

competition 3 . 3 3 0
12 other reasons given 17 15 20 22
Number of hospitals

responding to question 78 39 30 9

* Question to trustee: Which of the problem areas listed above did the board perceive to be most serious and correctable
through contract management? Please list in order of significance.

Table 10. Extent to which the management contract has met the board’s expectations*

Performance Number
erjormance Exceeded Met Not met answering
Jactor .
question
Financial performance 37% 55% 8% 78
Physician retention/
recruitment . 28 50 22 73
Building program progress 21 66 13 55
Community relations 34 51 14 77
Quality assurance 42 56 2 76
Administrative problems
facing the board 34 61 6 77
Overall 44 54 3 78

* Question to trustee: To what extent has the management contractor met the board’s expectations regarding: (listed as
above)?
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Board of Directors
Business f\{ursing Dietician Housekeeper
manager director
1
tenance
, men’
Staff
nurse
Simple Structure
Board of Trustees
Executive Committee
Joint Conference
Committee
Administrator
LComptroH;}-——-L Plannin;l
LAssociate Administratoq
Staff Dept. Director of Asst. for Asst. for
organization heads nursing prof, services support services
Exec. committee Medicine Nursing service Radiology Dietary
Credentials Surgery Operating room Pathology Housekeeping
Infection Pediatrics EMR Clinical labs Maintenance
Tissue 0B-Gyn Central supply Pharmacy Security
Utilization Nursing education Anesthesiology Purchasing
Personnel
Laundry.

Professional Structure
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Governor

l

Secretary of Human Resources

l State Health Director [

Planning office

Personnel office

l

LAssociate Director State Services

Dental Health

Asst. Dir.
Personal Health

Asst. Dir.
Laboratory

o

Asst. Dir.
Sanitary o

Research & Administrative
development services
| Asst. Dir. —E%?::In::é\gizgle disease ctr.
Epi I .
pidemology Occupational health
Asst. Dir.

{Service

Supply

—~ Family planning
~ Nutrition & dietary

-~ Maternal & child heaith

~ Chronic disease
- Developmental disabilities

— Biochemistry

| Cancer cytology

— Microbiology
— Virology

— Planning
- Water supply

Engineering

— Sanitation

- Solid waste & vector control

|

Associate Director Local Services

Administrative

services

Grants manager

Asst, Dir.
West Region

|| Asst. Dir.
N. Central Reg.

Asst. Dir.
| S. Central Reg.

I
T
T

Asst. Dir.
East Region

T

Machine Structure
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P.H. nurse consultant
Nutrition consultant

Health educator
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P.H. nurse consultant
Nutrition consultant



HOSPITAL CORPORATION

LBoard of Trustees 1

PRESID

ENT

)

I

f)

l

|

N = Nursing services

S = Support services

LExecutive Director }

Materials l Pharmacy l Special Planning & Public Wage & [ Training1 [Accountin91 Financial
mgt. services architecture refations salary analysis &
auditing
Regional VP Regional VP
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P = Professional services

Medical staff

I

[ Nursing serviceq l Support service:] LProfesional servic&s]
Surgery Dietary Radiology
Medicine Housekeeping Pathology
Radiology Maintenance Pharmacy
08-Gyn Security Anesthesiology
OR Purchasing
Central supply Personnel
Training Laundry
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OPERATIONAL PROGRAMS

Hospital consortium department
of pediatrics

Director of pediatrics
70 bed unit hospital A

l

Neonatology program

Director of neonatology
Assistant director

Four residents

Renal dialysis and kidney

HOSPITAL CONSORTIUM

Consortium board of trustees {16)

Fcur from each of four member institutions
Four chief executive offices
Four medical staff representatives
Four member institutions
Four community representatives at large

Member institutions

Hospital A (558 beds)
Hospital B (402 beds)
Hospital C {342 beds)
Hospital D (619 beds)

STANDING COMMITTEES

Administrative conference
(executive committee)

Finance

Chiefs of staff

|

transplantation service

Medical education—consortium residencies

Program Base hospital

Pediatrics Hospital A

Orthopedics Hospital A

Plastic surgery Hospital B

Oral and maxillofacial Hospital D
surgery

Urology Hospital D

Continuing education—consortium program
Legal aspects of nursing )
Continuing education for psychiatrists

Project director

Active task forces

Rehabilitation
Psychiatry
Scientific bulletin committee

Pediatric psychiatric unit (40 beds)

I____.

Consortium rehabilitation unit (33 beds) ]—————

Primary care sateilites

J._____.

Continuing education
Emergency care planning
Ambulatory care
Research

Bioengineering

Joint long-range planning

{ Executive director }———

Personnel

Controllers

Public relations

Urban planning




Parent

Corporation

Nonprovider

Provider
Holding Holding
Company Company
) Alcoholism Skiiled Human
Hospital Treatment Nursing Development Services
Corporation Center Facility Foundation Corporation

Multiple holding company model

Multi-Unit
Corporation

Hospitai
Corporation

Hospital
Unit #1

Hospital
Unit #2

[j Tax-Exempt Corporation
A Taxable Corporation
O Function or Activity

Hospital

Unit #3

Nonprovider
Holiding
Company

Development
Foundation

Human
Services
Corporation

Multi-unit system model
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