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T'he more the scarier?

Health care
experts weigh
pros, cons of
consolidation

By Lach Hagadone
IDAHO BUSINESS REVIEW

hen the hottom fell out of
Clearwater County’s lumboer
market in the mid- to late-

10808 everybody was strugeling —

including the county-run Clearwater
Valley Hospital & Clinics, which was
supported by levying faxes on a com-
munity that conld il afford them.

By 1997 things were looking dire,
and the board of directors at Orofine-
based CVHC reached out for help from
St Mary's Hospital & Clinics, located
in neighboring Idaho County

Casey Meza, CEO of Cottonwood-
based St. Mary's, said the hoard at
CVHC was faced with raising taxes yet
again or closing their doors. What they
wanted was some Kind of partnership,

“We quickly realized we had way
more things in commeon than in com-
petition,” Meza said. “That’s lesson
niimber one: A lot of people like to
maintain their agtonomy and don’t
necessarily look tor opportunities to

worlk eollaboratively”

{(ver the course of about six months
the two hospitals sat down and ham-
mered out a plan. The result was a
unigue system of shared management.

Though still independent hospitals,
S5t. Mary’'s and CVHC are today gov-
ernad by a single board of directors
under the Essentia Community
Hospital & Clinics of Duluath, Minn.,
Their departments are co-managed
and employees are paid jointly Neither
are supported by tax dollars, and bear-
ing costs together has driven down
overhead.

“We don’t do things based anymore
on competition, we don’t buy a bigger,
better ‘this or that’ to compete with the
other hospital,” Meza said, “When one
place 1s having more sticeess in one
area we have the ability to say, *"What
are yvou doing better?™”

According to physicians and health
care leaders around the state, the St,
Mary’s-CVHC partnership is a success
story, but it's also part of a national

“When one place is having
More success In one area we

have the ability to say, ‘What

are you doing better?™
— Casey Mezaj,
St Mary's Hospital & Clinics

trend toward health care consolidation
that took place in past recessions and
is picking up again in the current
downturn.

The trend is in evidence here in
Idaho, where St. Luke’s Health System
and Saint Alphonsus Regional Medical
Center are the biggest playors.

St. Touke’s Health System was creat-
ed 1n 2006 with the merger of its Boise,
Meridian and Ketchum hospitals with
the Magic Valley Regional Medical
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Center in Twin Falls, Today it owns a-
constellation of clinics and physician
practices.

saint Al's, which is owned by
Michigan-based Trinity Health, is in
the due diligence portion of a pur-
chase that would net Nampa-based
Mercy Medical Center and eastern
Oregon-based hospitals Holy Rosary
Medical Center and Saint Elizabeth
Health Services, Like St. Luke's, Saint
Al's also owns elinics and physician
practices throughout the region.

Both nonprofits employ thousands
of doctors, nurses and staff members
and continue to aggressively pursue
expansgion of their programs - includ-
Ing, in Saint Al's case, collaborating
with 8t. Mary's-CVHC on a teleheatth
progran.

See CONSOLIDATION, pg 3F
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Health care consolidation is a national trend that is picking up steam dur-
ing the current economic downtown. In Idaho, major plavers Saint Alphonsus

and 5t. Luke’s (above) are also merging with other health care facilities.




ome good, some bad in trend toward health system mergers

CONSOLIDATION from pg 1F

While many tout such mergers as a
way for health systems to integrate and
streamline care ammong providers, others
worry that the trend puts big health sys-
tems in the driver’s scat at the expense
of small practices,

“Tt’s a symptom of amajor problem in
the health care systemm, and that is that
private physicians’ offices are struggling
to  continue as
independent
small business- “t wm not U%
0g,” sald Dr. Ted

Epperly, program mistake or _“E
dircetor and CEO m:ﬂ_u_‘mmm z._m;

of Idaho Family .
Medicine hospitalsare
Residency and bUvi
president of the Uying up
American Acade- ﬁqmﬁﬁmﬁmm and
Ewamﬁm:ﬂiw ,
quo___:m

Physicians.
physicians.”

“What is ideal In
a health care sys-
— Ted Epperly

temn is a halance —
3l halance
belween what the
hospital does fot the good of the commu-
nity and what the physicians do for the
good of the community.”

Epperly is concerned thalt with an
estimated 75 percent of Treasurce Valley
phvsician practices owned by one of the
two major health systems, patient cholee
ig stifled and private providers can easi-
ly become pawns in a larger competition
betwoen systems.

“If there's better ceordination and
leamwork, then ideally the patient will
henefit from that. [t may provide ccono-

my of scale in being able to provide, say,
telemedicine services, but what if does
on the other hand is it scts up organiza-
tions competing with cach other” he
sald.

" That competition is likely to heat up
if certain health care reform provisions
are approved by Congress, he added,
including increased payments to pri-
mary care practices and a schems that
would direct payments to clinics and
hespitals in one bundle to be dishursed

. individual

e R S to
i g2 providers.

“Hospitals, 11
they can huy up
those practices, will
be i a position to
ot ithat extra
money” he sald. “On
one hand it simpli-
fies paynient. On the
other hand, how that
might get distrib-
uted to different menmbers of the team
can often hurt primary carce doctors.
After the trickle down occurs they may
again be at the short end of the stick.”

“I is not by mistake or by surprise
that hospitals are buying up practices
and confrolling physicians,” he contin-
ued. “If they do that then they control
the money. | don't wani fo sound too
harsh about thal, but it’'s the absolute
bottom-line truth. ... Hospitals and doe-
tors and all of this should be aboul peo-
ple’s health, it shouldn’t be about the
business of health care”

Chris Roth, chief operating officeor of
St. Lule’s, said consolidation of health
care providers isn’t the residi of a par-
ticular strategy; rather it's an out-

Ted .m.muml,x

growth of the need to expand access and
improve ctficiencies,

“The fragmentation of health care
nationally, where every provider has
their own little niche in the health care
environment and patients are left to
find their way through the health care
system, is inbherently inefficient,” he
gaid. “On one hand it provides greater
choice, so long as the insurance
providers allow for or enable that
cheice, but it is inefficient, it is frag-
mented and 1t is
frustrating,”

Like Epperly, he
said small clinics
and physician prac-
fices are suffering
in the recession,
and that’s driving
them info the arms
ol bigger systems.

“T would say that
hogpitals partner-
ing with physician practices, and
specifically becoming more integrated,
has definitely aceelerated in this com-
niunity” he said in an interview,

“Health carce has traditionally becn
more immune to recession. This past
recession has been a different matier
where health care has most definitely
heen impacted. As a result 1 believe
organizations have come to look at
things a little diflerently”

Roth also-said that health reform
offorts have made some physicians anx-
ions ag they contemplate a dramatic
decrease in Medicare reimbursements
at the same finle expenses are NCcreas-
mne.

“Tt's created o very fluid enviren-

“Steve Millard

ment where physicians are often taking
the initiative in approacihing hospitals
and health systems to ook at a different
relationship that will ease some of
those conceerns,” he said.

Epperly said he sees the same fluidi-
ty and added many physicians are so
anxious they're trading their antonomy
for security.

“Many are so uncertain and sirug-
gling so much right now that they're

gaying, “You Know,
it’s better to be safe

“If the system [and sell] rather
than waill fo see

can take a look what happens,” he

gaid. “You have
at the whole |oon o e
almaosi this perfect

person and all storm.”

i Steve  Millard,
their needs at president of the

the same time, I1daho  Hospital
" Association, point-
It's more

ed to St. Mary's-
efficient.”

CVHC as an oxam-
ple of how comsoli-
— Steve Millard  dation can benefit
both providers and
patients, and added
that kind of model is probably neces-
salv if reform is to drive down costs.
“Tt's betler for the doctor and betler
for the patient. It's making sure a per-
son's needs are taken care of from the
moment a patient enters the sysiem to
the tirme they leave,” he said. 1T the sys-
tem can take a look at the whole person
and all their needs at the same time, it's
more efficiont.”
ke
lo contact the author of this stary, send an
e mall to zach-hagadone@idahobusiness net.
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