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Monthly Update for December 2015 
 

 Executive Director Report 
It's hard to believe that 2016 is upon us, and it's now time to look forward to an active legislative session with a 
number of items that ACHD will be monitoring that may impact Healthcare Districts. ACHD will be pursuing 
"design build" legislation in support of all Healthcare Districts. We'll need your support to identify specific 
projects that will illustrate the need for Healthcare Districts to have this authority, as well as individuals who will 
be willing to advocate and testify before the Legislature.    

 
It's not too late to register for The Leadership Conference on January 21 & 22 in Sacramento. An exciting and 
knowledgeable group of speakers promises to provide attendees with a very engaging and useful learning 
session.  
 
Congratulations to both Peninsula and Eden Township Healthcare Districts on achieving Certified Healthcare 
District status in December.  
 
I am looking forward to a successful 2016. 
 

 ACHD’s 2016 Events 
Please mark your calendars for our events taking place in 2016! Registration is now open. To register for ACHD’s 
2016 events, click here. Additionally, our nomination forms for District and Trustee of the Year are now available!  
Access the Trustee of the Year form here and the District of the Year form here.  Awards will be presented at 
ACHD’s 64th Annual Meeting in Monterey, California, on May 5, 2016. Submit your forms by March 4, 2016. 

 

 
 

 

 Healthcare District Data Survey 
ACHD is seeking information about your Healthcare Districts! At your earliest convenience, please complete the 
short, ten question survey regarding your District demographics. The answers you provide will allow ACHD to 
better represent your District. 

38

http://www.achd.org/
http://www.achd.org/wp-content/uploads/sites/6/2014/10/2016-Trustee-of-the-Year-Award-Form.pdf
http://www.achd.org/wp-content/uploads/sites/6/2014/10/2016-District-of-the-Year-Award-Form.pdf
http://survey.constantcontact.com/survey/a07ebmfm3tfif5olc8o/start


 
 
 
 
 
 

 

 Healthcare District Study 
ACHD is working with Via Consulting to collect valuable information about Healthcare Districts. Healthcare 
Districts are an essential part of California's health system and are among those most affected by the continually 
shifting landscape of health care. Governing a public entity in these challenging times can be difficult. 
Compounding these challenges is a distinct lack of information regarding governance best practices specific to 
District boards to reference. To assist our Members in strengthening their ability to respond to these challenges, 
ACHD, in collaboration with Via Healthcare Consulting is conducting a study to identify effective governance 
practices particular to District boards.  
 
The objectives of the study include:  

   Identify structures, tools, and practices which promote effective District governance;  

   Elicit feedback on the barriers/challenges to effective governance, and;  

   Collect data on real-life governance success stories as well as efforts that were not successful.  
 
We would like to invite Board Chairs and Chief Executive Officers to participate in this study by taking part in a 
brief 20-30 minute telephone interview. Given your unique position within your Healthcare District, ACHD 
believes you are in an ideal position to give us valuable firsthand information on lessons learned and pitfalls to 
avoid. Your participation will be a valuable addition to study the findings of which we believe can become 
valuable District governance reference material. To schedule a telephone interview, please contact Sheila 
Johnston. 
 

 Legislative Report 
 

 
 
ACHD’s Annual Legislative Day: Educate. Advocate. Transform., is just a few months away.  Our 2016 Legislative 
Day will take place on April 4 & 5, 2016 in Sacramento. This year’s Legislative Reception with Legislators and staff 
will be held at an exciting new location, The California Museum. Find additional event details and the link to 
register here. 
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 Advocacy Team Update 
 
ACHD’s Senior Legislative Advocate, Amber King, will be leaving at the end of January to go on maternity leave for 
approximately 4 months. Please make a note to contact ACHD’s Legislative Assistant, Samantha Kesner, with any 
inquiries during her absence, at Samantha.Kesner@achd.org or (916) 266-5204. Additionally, ACHD’s contract 
lobbying firm, HBE Advocacy, will be taking over legislative activity. Please contact Jean Hurst at 
jkh@hbeadvocacy.com and Kelly Brooks at kbl@hbeadvocacy.com.   
 

 Medicaid Section 1115 Waiver Renewal 
The Department of Health Care Services (DHCS) announced on December 30 that the Special Terms and 
Conditions (STCs) for California's Medicaid Section 1115 Waiver, Medi-Cal 2020, are complete. The STCs are 
available on DHCS’ website:  
http://www.dhcs.ca.gov/provgovpart/Documents/MC2020_FINAL_STC_12-30-15.pdf 
  
The STCs reflect the high-level agreement that was announced at the end of October: 

 

 $6.2 billion in federal funds over five years 

 Public Hospital Redesign and Incentives in Medi-Cal (PRIME): A successor to the Delivery System Reform 

Incentive Program, the program will provide $3.27 billion for designated public hospitals and $466.5 

million for District and municipal hospitals. 

 Global Payment Program: Intended to incentivize primary and preventive care to the remaining 

uninsured through a value-based payment structure. A combination of Disproportionate Share Hospital 

(DSH) funding and $236 million in federal funding from the prior Safety Net Care Pool. The non-DSH 

funding in years 2 through 5 will be determined following an independent assessment of uncompensated 

care due to be completed in the spring of 2016. 

 Dental Transformation Initiative: Up to $750 million total for five years to improve preventive and 

continuity of care. 

 Whole Person Care: Up to $300 million per year for five years for county-based pilots to target high-risk 

populations.  

 
There will be additional work with the Centers for Medicare and Medicaid Services (CMS) and DHCS over the next 
few months to craft attachments to the terms and conditions, which will contain important details for 
effectuating the program elements described above. Find additional legislative information here. 
 

 Opportunity to Become a Member of Californians Allied for Patient Protection  
The Association of California Healthcare Districts (ACHD) is a member of Californians Allied for Patient Protection 
(CAPP), the coalition created to protect access to health care and patient safety through California’s Medical 
Injury Compensation Reform Act (MICRA). ACHD strongly supports the preservation of MICRA.  
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In 2014, California voters definitively rejected Proposition 46, an attempt by trial lawyers to quadruple MICRA’s 
non-economic damages cap. Had this ballot measure passed, California would have seen higher health care costs 
and decreased access to care, especially among vulnerable populations who are most in need. Despite this victory, 
the battle to protect MICRA continues and ACHD strongly encourages Healthcare Districts to become members of 
CAPP. There is no cost to be a member of CAPP and you will be in good company.  
 
Seventeen ACHD Member Healthcare Districts and individual hospitals are current CAPP supporters, as well as 
more than 1,000 other organizations representing community clinics, hospitals, physicians, nurses, EMTs, labor 
unions, local governments, dentists and other health care providers.  A complete coalition list can be found on  
the CAPP website. Please take a moment to complete the attached CAPP Coalition Sign-Up Form.  There is no 
cost to join CAPP.  The form can be returned to AJ Kennedy, CAPP’s Communication Director, via e-mail, fax or 
mail. For questions or concerns, please contact CAPP at (916) 448-7992. 
 

 Special District Leadership Foundation Announces Scholarship Opportunities 
The Special District Leadership Foundation (SDLF) offers a number of scholarships, designed to help special 
district elected/appointed officials and staff participate in the foundation’s programs and other educational 
offerings.    
 
The scholarships offered are as follows: 
Dr. James Kohnen Scholarship: This scholarship is for registration fees for all four modules of the Special District 
Leadership Academy or the Special District Leadership Academy Conference and is open to elected/appointed 
special district board members from districts with budgets of less than $10 million, who have not previously 
completed the Special District Leadership Academy. 
 
John Yeakley Special District Administrator Scholarship: This scholarship is for registration fees for continuing 
education related to special district governance and operations for general managers and executive staff of 
districts with budgets of less than $10 million. Applicants must be currently pursuing their Special District 
Administrator (SDA) designation. 
 
Education Allowance Fund: Provides financial assistance to elected officials and staff from districts with annual 
budgets of less than $10 million, who are first-time attendees at select events and/or programs. 
 
Applications for all scholarships can be found here. 
 

 ACHD Partners with Capella University 
ACHD is pleased to announce an education alliance with Capella University.  Capella will extend a $3000 tuition 
grant to all ACHD employees and Members and their immediate family members who enroll in and begin a 
bachelor’s, master’s, doctoral, specialist, or post-master’s certificate program between now and August 2016.  
This is in addition to the 10% tuition discount.  For all details simply visit www.capella.edu/ACHD.   
 
Capella University, an accredited online university, offers a wide range of online bachelor’s, master’s, MBA, PhD, 
and certificate programs through its Schools of Healthcare and Nursing, Business and Technology, Education, 
Psychology, Human Services, and Public Service Leadership.  Teammates will also benefit from: 
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 Complimentary nursing & professional development webinar series which taps into the subject 
matter expertise of Capella faculty 

 Potential additional military discounts and benefits to any ACHD teammate who is an Armed Forces 
veteran, Active Duty service member, or Reserve or National Guard – to include credit for military 
training, participation in the Yellow Ribbon program, and assistance with Post-9/11 GI Bill benefits 

 Disability services support  to any  Member needing such services through Capella’s Disability Services 
Department 

 Prior learning assessment options for transfer credit including evaluation of technical knowledge and 
skills gained from real-world experience, training, certifications, and previous education may be 
eligible for credit, shortening the time to degree completion and reducing your costs      

 Over 140 degree and certificate program specializations offered on the undergraduate and graduate 
levels 

For more information, visit the ACHD – Capella Welcome Page at www.capella.edu/ACHD  
 

 CEO Evaluation 
Available free of charge to all Member Healthcare Districts, ACHD offers an online Healthcare District CEO 
Evaluation Tool for assessing how each District Trustee perceives the CEO to be performing. There are two 
options; one for District CEOs no longer managing a hospital and one for District CEOs who do manage a hospital.  
The ACHD Board strongly encourages each District Board to complete a CEO Evaluation on an annual basis. 
Members interested in completing the CEO Evaluation may contact Sheila Johnston. 
 

 Board Self-Assessment Tool 
ACHD makes available at no charge to its Members, an on-line Board Self-Assessment Tool for assessing how 
each Trustee perceives the Board to be functioning. There are two Self-Assessment options; one for Districts no 
longer managing a hospital and one for Districts which do manage a hospital.  The survey takes about 35 minutes 
to complete, responses are anonymous and the results are only shared with the participating Board and 
Associations’ Education Committee.  The ACHD Board strongly encourages each District Board to complete a Self-
Assessment on an annual basis. For more information, please contact Sheila Johnston. 
 

 Certified Healthcare District 
As public entities, Healthcare Districts have well-defined obligations for conducting business in a manner that is 
open and transparent. To assist ACHD Members in demonstrating compliance with these obligations, the ACHD 
Governance Committee has developed a core set of standards referred to as Best Practices in Governance. 
Healthcare Districts that demonstrate compliance with these practices will receive the designation of ACHD 
Certified Healthcare District.   
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Districts achieve Certification by demonstrating compliance with public agency reporting requirements in the 
following areas: 
 

 Transparency 
 Website Content 
 Executive Compensation and Benefits 
 State Agency Reporting  
 Financial Reporting 

To date, the following Healthcare Districts have achieved certification status: 

 Antelope Valley Healthcare District: November, 2014 

 Beach Cities Health District: October, 2014 

 Eden Township Healthcare District: November, 2015 

 John C. Fremont Healthcare District: March, 2015 

 Palomar Health: August, 2014  

 Peninsula Health Care District: November, 2015 

 Petaluma Health  Care District: May, 2015 

 Sequoia Healthcare District: August, 2014 

Members interested in applying for Certified Healthcare District status should contact Ken Cohen.  
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Assessment of Independent 
Operation  

For Mark Twain Health Care District  

January 27, 2016 
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Question 

What considerations should the MTCHD Board 
make in assessing the option of operating an 
entity independent from a larger healthcare 
system? 
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Critical Point of View: MTCHD situation 

• “Rural dilemma”  Market data 
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Inpatient Services Market 

Mark Twain Inpatient Market Share FY 2013-14
PT ZIP CODES: 95252 95249 95222 95247 95246 95223 95245 95228 95225 95255 TOTAL MKT

Inpatient Elective SHARES

MARK TWAIN MEDICAL CENTER 58 33 21 18 25 13 10 5 3 3 189 4.7%

SUTTER AMADOR HOSPITAL 260 136 21 18 21 14 67 18 14 57 626 15.5%

SONORA REGIONAL MEDICAL CENTER - GREENLEY 20 40 112 108 11 104 4 156 1 556 13.7%

ST. JOSEPH'S MEDICAL CENTER OF STOCKTON 157 42 24 27 16 13 21 14 13 6 333 8.2%

UNIVERSITY OF CALIFORNIA DAVIS MEDICAL CENTER 74 23 23 13 14 12 13 11 3 14 200 4.9%

DOCTORS MEDICAL CENTER 25 13 16 14 2 16 6 42 5 139 3.4%

KAISER FND HOSP-MANTECA 95 2 4 2 1 3 14 1 1 123 3.0%

LODI MEMORIAL HOSPITAL 72 8 4 4 4 4 3 2 1 7 109 2.7%

DAMERON HOSPITAL 65 3 7 4 1 1 6 4 2 93 2.3%

MEMORIAL HOSPITAL MEDICAL CENTER - MODESTO 25 5 4 4 5 2 17 1 63 1.6%

TOP 10 SUBTOTAL 851 305 236 208 98 185 127 285 41 95 2431 60.1%

OTHER SUBTOTAL 437 210 168 157 81 154 91 133 44 138 1613 39.9%

TOTAL 1288 515 404 365 179 339 218 418 85 233 4044

MARK TWAIN ZIP CODE MARKET SHARES 5% 6% 5% 5% 14% 4% 5% 1% 4% 1% 5%

Inpatient from ED
MARK TWAIN MEDICAL CENTER 622 385 246 161 122 97 84 74 36 28 1855 42%

SONORA REGIONAL MEDICAL CENTER - GREENLEY 7 18 153 159 17 136 1 217 708 16%

SUTTER AMADOR HOSPITAL 110 44 5 5 11 93 17 193 478 11%

ST. JOSEPH'S MEDICAL CENTER OF STOCKTON 156 73 27 16 24 23 14 17 12 5 367 8%

LODI MEMORIAL HOSPITAL 138 14 2 9 20 5 188 4%

DOCTORS MEDICAL CENTER 24 7 32 22 3 33 3 33 1 158 4%

UNIVERSITY OF CALIFORNIA DAVIS MEDICAL CENTER 40 24 10 7 5 3 6 9 3 5 112 3%

MEMORIAL HOSPITAL MEDICAL CENTER - MODESTO 31 4 13 10 5 14 2 24 3 106 2%

KAISER FND HOSP-MANTECA 37 3 4 4 5 6 1 6 2 1 69 2%

DAMERON HOSPITAL 30 2 1 2 5 2 1 43 1%

TOP 10 SUBTOTAL 1195 572 490 384 196 313 215 385 92 242 4084 92%

OTHER SUBTOTAL 106 22 38 28 5 57 20 46 10 33 365 8%

TOTAL 1301 594 528 412 201 370 235 431 102 275 4449

MARK TWAIN ZIP CODE MARKET SHARES 48% 65% 47% 39% 61% 26% 36% 17% 35% 10% 42%
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Ambulatory Services Market 

Mark Twain Market Share for Hospital Ambulatory and ED visits: FY 2013-2014
PT ZIP CODES: 95252 95249 95228 95222 95247 95223 95255 95245 95246 95225 TOTAL MKT

Ambulatory Services SHARES

MARK TWAIN MEDICAL CENTER 633 380 83 282 280 190 95 96 219 32 2290 30%

SONORA REGIONAL MEDICAL CENTER - GREENLEY 132 134 502 385 466 406 12 21 67 10 2135 28%

SUTTER AMADOR HOSPITAL 163 85 5 21 25 10 176 101 42 16 644 8%

ST. JOSEPH'S MEDICAL CENTER OF STOCKTON 149 38 13 26 20 15 3 14 13 8 299 4%

LODI MEMORIAL HOSPITAL 136 15 3 4 2 4 6 14 9 10 203 3%

KAISER FND HOSP-MANTECA 95 4 14 4 10 12 5 1 5 6 156 2%

UNIVERSITY OF CALIFORNIA DAVIS MEDICAL CENTER 79 31 31 15 13 8 23 9 10 6 225 3%

DOCTORS MEDICAL CENTER 16 2 34 22 4 8 7 3 5 1 102 1%

DAMERON HOSPITAL 54 6 7 6 4 2 5 8 92 1%

MEMORIAL HOSPITAL MEDICAL CENTER - MODESTO 30 5 49 15 9 15 4 2 129 2%

TOP 10 SUBTOTAL 1487 700 734 781 835 672 327 261 379 99 6275 81%

OTHER SUBTOTAL 486 109 199 148 131 146 76 83 65 28 1471 19%

TOTAL 1,973  809      933       929      966      818      403      344      444      127      7,746     

MARK TWAIN ZIP CODE MARKET SHARES 32% 47% 9% 30% 29% 23% 24% 28% 49% 25% 30%

ED Only
MARK TWAIN MEDICAL CENTER 4862 3338 461 1127 656 555 217 539 858 309 12922 53%

SUTTER AMADOR HOSPITAL 1123 453 18 48 29 23 1412 685 148 122 4061 17%

SONORA REGIONAL MEDICAL CENTER - GREENLEY 70 124 1360 696 791 663 4 8 37 11 3764 16%

LODI MEMORIAL HOSPITAL 446 33 4 12 5 9 8 15 5 48 585 2%

KAISER FND HOSP-MANTECA 282 21 87 23 30 34 4 9 11 5 506 2%

ST. JOSEPH'S MEDICAL CENTER OF STOCKTON 221 33 22 12 18 12 7 19 13 12 369 2%

DAMERON HOSPITAL 148 5 12 6 1 3 3 4 4 8 194 1%

DOCTORS MEDICAL CENTER 26 3 41 15 11 22 4 4 2 128 1%

MEMORIAL HOSPITAL MEDICAL CENTER - MODESTO 41 3 36 8 16 8 1 2 2 1 118 0%

UNIVERSITY OF CALIFORNIA DAVIS MEDICAL CENTER 43 18 2 3 4 6 1 6 4 87 0%

TOP 10 SUBTOTAL 7262 4031 2043 1950 1561 1335 1657 1291 1086 518 22734 94%

OTHER SUBTOTAL 546 135 184 139 129 135 77 76 51 33 1505 6%

TOTAL 7,808  4,166  2,227   2,089  1,690  1,470  1,734  1,367  1,137  551      24,239   

MARK TWAIN ZIP CODE MARKET SHARES 62% 80% 21% 54% 39% 38% 13% 39% 75% 56% 53%
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Critical Point of View: MTCHD situation 

“Rural dilemma”  

• Real assets 

• District capabilities 

• Critical Access Hospital 

• Dignity relationship 

• Non-profit operating board  

• Existing: policies, procedures, systems (EMR), 
participation in larger clinical network, cash 
reserves 
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Healthcare Consolidation 

 

• Response to economics, medical practice 
trends and legislation 

• Major trend --- more in this region than 
anywhere else: Kaiser, Sutter, Dignity, 
Adventist 
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“Independence” 

• A continuum 

• Varies with business/clinical functions 

• Examples to illustrate: 

– Purchasing materials/supplies 

– Organization of physicians 

– Responsibility for clinical quality & fiduciary 
matters 
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Objective for this presentation 

Provide a framework for understanding the 
“functions”, the considerations that need to be 
made in deciding about independence, and the 
relative importance of independence (or not) 
for each 
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Fine points 

• Being independent versus becoming 
independent: the elapsed time and cost to 
become independent must be considered 

• We will look at specific business functions 
which are presented in order of financial and  
(to a lesser extent) clinical importance  

 

69



Three preliminary questions: 

– Role of MTHCD: hospital or healthcare 
organization?  

– Economies of scale 

– Performance of systems versus independents 
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MTHCD Role: Hospital or Healthcare? 

• Public mission? 

• Reality: hospital activity is a decreasing 
percentage of the economic activity --- 
measure this by the percent of direct 
expenses and net patient revenue 
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“Economies of scale” for a small rural 
hospital 

• Low volume  higher costs per unit 

• Administrative core costs spread over fewer 
units and dollars of revenue 

• Minimal staffing levels required for clinical 
services 

• Professional services (e.g., legal, cost report) 

• Capital projects 

• Is CAH cost-reimbursement a sufficient offset? 
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Compare financial performance 

• Small rural independent vs system managed 

• OSHPD data 

73



Financial Performance Comparison 

COMPARISON OF FINANCIAL MEASURES FOR CALIFORNIA RURAL SMALL HOSPITALS  BY SYSTEM

(EXCLUDES FACILITIES WITH LONG TERM CARE)

SYSTEM

ADVENTIST DIGNITY ST JOSEPH SUTTER NO SYSTEM ALL

NUMBER 3                    3                    1                    4                    11                  22                  

AVERAGES

NET PATIENT REVENUE 86,023,689 59,963,464 39,113,836 63,978,164 37,515,283 52,075,276 

TOTAL OPERATING EXPENSES 82,329,193 63,071,835 36,044,529 61,132,938 37,233,966 51,197,863 

NET INCOME 6,391,359    3,942,738    10,269,169 4,541,797    1,483,760    3,443,637    

NON OPERATING REVENUE 1,304,587    6,089,421    6,258,990    565,706       1,925,977    2,358,618    

BEDS AVAILABLE 37                  42                  25                  44                  29                  34                  

OP VISIT TOTAL 195,672       80,174          38,867          64,990          37,821          70,109          

ER VISITS 23,933          18,202          11,871          22,334          12,401          16,547          

CLINIC VISITS 113,435       22,126          -                10,764          13,152          27,018          

NET REV PER ADJ PT DAY 3,631            4,420            3,209            3,844            3,810            3,834            

OP EXP PER ADJ PT DAY 3,476            4,649            2,958            3,673            3,781            3,769            
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Compare financial performance 

• Independent small rurals compare favorably 

• Why? How? 

• Does this mean that systems provide no 
relative financial benefit? 
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Limits to the comparison 

Comps do not take into account the following 
• The future. Independents have worked hard and smart to survive. 

Can they continue given industry trends? Trends in these areas: 
– Consolidation of competition and medical providers 
– Consolidation of payers 
– Government reimbursement and consequential behavior of other 

payers 

• Quality --- perceived by the market (and represented by “market 
share” and other measures) 

• Feasibility of recruiting, retaining physicians and integrating them 
into both the local market but also a larger network 

• Capital costs of facility, equipment, and system upgrades and 
maintenance 
 

76



The critical functions  

 The Appendix contains a long, but not 
exhaustive list  

• For each function:  
– Weighed the relative merits of “centralization” versus 

“local” 

– Feasibility: what has been centralized, what cannot be 

– Financial impact on cash flow, the bottom line 

– Impact on the quality performance of the function 

– Time to implement a change  

– Capital costs of a change 
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“High Value” Functions  
• Physician recruitment, retention, participation in larger network.  
• Management ( C and mid-level) recruitment, retention, and development.  

– Second most significant variable in predicting hospital financial success 

• Clinical staff (nurses, techs, therapists) recruitment, retention, and 
development 

• IT systems and support  
• Purchasing and supply chain management 
• Professional services  

– Legal 
– Reimbursement 
– Regulatory compliance 
– Business planning (includes decision support analysis) 

• Developed and supported policies, procedures, and systems for managing 
financial and clinical services --- “Policies, Procedures, and Systems” --- 
“PPS” 

• Commercial insurance contract rates.  
 

78



Conclusion 

• There are many critical functions that need to be 
considered in assessing independence 

• The most important require significant time and capital 
investment to change from existing arrangements 

• There are also legal considerations in changing from 
existing arrangements 

• The historical financial performance of independent 
small rural hospitals in California does not incorporate 
the future impact of major trends in the industry in 
California 

• The list of functions can be used as a frame of 
reference for evaluating specific alternatives 
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LIST OF CRITICAL FUNCTIONS 

Appendix 
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HOSPITAL FUNCTIONS TO CONSIDER IN AFFILIATIONS

Time to 

implement 

Relative 

Investment 

cost to build 

from scratch

Other Considerations

1 = 3 mos; 2 = 6 

mos; 3 = 12 mos
3 - 1: hi - low Relative measures based upon industry experience. 

Actual measures require specific analysis

Function/service Centralized Local
Financial 

impact

Quality & 

performance of 

function

High Value Services

Physician recruiting, retention, integration, 

participation in networks
1 2 3 3 3 3

Location; transportation time to more urban areas; 

existing referral patterns; existence of neighboring 

groups of organized physicians

Management --- C-level and mid-level 2 2 3 2 2 2
Regional competition with other healthcare 

organizations; proximity to more urban areas

Clinical staff --- nursing, technicians 2 2 3 2 3 2 Existing culture and history

IT/IS 1 2 3 3 3+ 3 Status of existing systems and ability to convert

Finance - Health Plan contracting 1 3 3 2 1 Location & regional competition

Finance - Revenue Cycle 2 2 3 3 2 2 Existing system & policies; current staff competence; 

working capital requirements of change in systems

Finance - Purchasing 1 3 3 2 2
Ability to obtain better terms; access to GPOs; 

physican storage and distribution issues

Administrative Services

HR - benefits 1 3 2 2 2
Existing benefits of existing employees; organized 

labor

Finance - Accounting & Reporting 1 2 3 2 1 Existing system & policies

Marketing & advertising 1 2 2 2 3 1 Existing market pattens (see market shares)

Admin - Budget 2 2 1 2 2 1
Existing PPS

Admin - Business investment decisions 2 2 2 2 1 1

Admin - Capital expenditure decisions 2 2 2 2 1 1

Admin - Communications - community 1 1 1 1 1

Admin - Communications - physicians 1 1 1 1 1

Admin - Communications - press 2 2 1 2 2 1 History; top leadership

Admin - Planning 2 2 2 2 2 1 Existing plan documents and history

Finance - Accounts Payable 1 1 3 2 1
Part of overall financial management system; 

recomment one integrated system

Finance - Payroll 1 1 3 2 1
Part of overall financial management system; 

recomment one integrated system

Fund raising 1 2 1 3 1 Demographics; local conditions

Can services be centralized 

or local?

Relative benefit from 

consolidation fnancially 

(bottom line) or in quality 

of performance of the 

specific function

1 = full ;   2 = partial  0=? ; 3-1: hi-low

81



HOSPITAL FUNCTIONS TO CONSIDER IN AFFILIATIONS

Time to 

implement 

Relative 

Investment 

cost to build 

from scratch

Other Considerations

1 = 3 mos; 2 = 6 

mos; 3 = 12 mos
3 - 1: hi - low Relative measures based upon industry experience. 

Actual measures require specific analysis

Function/service Centralized Local
Financial 

impact

Quality & 

performance of 

function

HR - administration 2 2 1 2 2 1
Existing PPS; organized labor

HR - employee health 1 1 2 2 1

HR - licensing & certification 2 2 1 2 2 1 History; current status

HR - recruiting 2 2 1 2 2 1 Location 

HR - workers comp 2 2 1 2 2 1 History

Medical staff - admin 1 1 1 1 1

Medical staff CME 1 1 2 2 1 Can be outsourced

Medical staff credentialling 1 1 2 2 1 Can be outsourced

Quality Management /Risk Management/ 

TJC 
2 2 1 2 2 1 - 3

History; current status

Operational Support Services

Health Information Mgmt (Med. Records) 2 2 2 2 3 1 - 3 History; current status

Environmental Services 2 1 1 3 2 1 Local labor supply; facility condition

Plant engineering & maintenance 2 2 2 2 2 2 Existing PPS; condition of facility

Food/nutrition services 2 2 1 1 2 1 - 3 History; current status

Clinical Ancillary Services

Pharmacy 1 2 3 2 1 - 3 2 Condition of facility and systems

Lab 1 2 2 2 1 2 Condition of facility and systems

Surgery 2 1 1 2 3 3
Importance of procedure volume and mix to bottom 

line

Diagnostic Imaging 2 1 2 2 3 3
Importance of OP imaging to bottom line & as backup 

for ER

Therapy- PT/OT/CR/ST 1 1 2 2 2

1 = full ;   2 = partial  0=? ; 3-1: hi-low

Can services be centralized 

or local?

Relative benefit from 

consolidation fnancially 

(bottom line) or in quality 

of performance of the 

specific function
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HOSPITAL FUNCTIONS TO CONSIDER IN AFFILIATIONS

Time to 

implement 

Relative 

Investment 

cost to build 

from scratch

Other Considerations

1 = 3 mos; 2 = 6 

mos; 3 = 12 mos
3 - 1: hi - low Relative measures based upon industry experience. 

Actual measures require specific analysis

Function/service Centralized Local
Financial 

impact

Quality & 

performance of 

function

Clinical Service Lines

Cardiology 2 2 0 0 2 1 - 3

Location and ER transfer practices; existing referral 

patterns; supporting clinic and physician network; 

demographics

Home Health 2 2 0 0 3 2
Existing referral patterns; supporting clinic and 

physician network; demographics

Infusion therapy 2 2 0 0 3 3
Existing referral patterns; supporting clinic and 

physician network; demographics

Inpatient services 2 1 1 2

Location and ER transfer practices; existing referral 

patterns; supporting clinic and physician network; 

demographics

Occupational Health 2 2 0 2 1 1

Location and ER transfer practices; existing referral 

patterns; supporting clinic and physician network; 

demographics

Vascular surgery 2 2 0 0 2 1 - 3
Existing referral patterns; supporting clinic and 

physician network; demographics

Women's Health OB/Gyn service line 2 2 0 0 2 1 - 3
Existing referral patterns; supporting clinic and 

physician network; demographics

Wound care 2 2 0 0 2 1
Existing referral patterns; supporting clinic and 

physician network; demographics

Hospital Based Physician Services

Anesthesiology 2 1 0 0 2 2 Regional competition of groups; surgical volumes

ER 2 1 0 0 2 2

Location and ER transfer practices; existing referral 

patterns; supporting clinic and physician network; 

demographics

Hospitalists 2 1 0 0 2 2 Utilization volumes; location; med staff practices

Pathologists 2 2 0 2 2 1 Regional supply/locations

Radiologists 2 2 0 0 2 2 Regional competition of groups

Can services be centralized 

or local?

Relative benefit from 

consolidation fnancially 

(bottom line) or in quality 

of performance of the 

1 = full ;   2 = partial  0=? ; 3-1: hi-low
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