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The Hospital of the Future 



Bigger and dispersed 
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 Market consolidation. In a given service area, a 
larger percentage of providers are subordinate to the 
same corporate parent. These arrangements range 
from direct ownership to looser “affiliations.”  

 
 Clinical decentralization. Many services typically 

performed in the hospital setting are migrating to the 
outpatient setting located off-site.  



What Is a Blue H?  
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New Jersey: Percent of acute-care hospital beds in 
systems rose to nearly 80% in 2015 from 55% in 2009 
 

2009 2015 



Horizontal & Vertical Consolidation 

1. Horizontal.  Hospitals and hospital chains acquiring 
other hospitals; physicians practices acquiring other 
practices; etc.  
 

2. Vertical. Hospitals acquiring (a) physicians practices 
and (b) offering insurance products.  

 
 Tension in the ACA between clinical integration 

and cost containment.  The ACA incents 
consolidation through risk-sharing contracts and other 
programs that emphasize care coordination. However, 
consolidation is associated with higher spending and is at 
odds with affordability. 
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Why consolidation may spell trouble for labor 

1. Contracts void. The transfer of 
ownership/control may invalidate collective 
bargaining agreements depending on contract 
language.  

2. Density. Potentially dilutes membership density  
3. And who are you? Disrupts established 

relationships with management  
4. David v. Goliath. More resources at 

management’s disposal to push back  
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Moody’s (July 2015) 



What hospital administrators say 



Consolidation doesn’t lower the cost to the hospital  
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The cost to the patient is higher  
11 

“The Experts Were Wrong About the Best Places for Better and Cheaper Health Care.” New York Times, 12/15/15.  



Vertical Integration: Access to Patients & Higher Prices 
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M E D I C A R E  C O S T  R E P O R T S  

What consolidation looks like  



Contract labor absorbs a larger share of total labor costs 
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…and home office-related wages have driven the growth  
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Corporate overhead has grown at a much faster pace than 
revenue from patient services  
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From 2012 to 2013, corporate 
overhead costs increased at more 
than 5x’s the rate of revenue 
from patient care services.  

Source: Medicare Cost Reports, Worksheet A-8-1 
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PAMC transfers a growing share of profits to 
“affiliates” each year 

Source: Medicare Cost Reports, Worksheet G-1; profit defined as net income 
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CBAs: Successorship Language  

 Critical to have strong language to protect against 
the transfer of ownership & control 

 
“Application of Agreement to Successors – 
Obligation to Notify. This agreement shall be binding 
upon both parties, their successors and assigns. The 
Employer shall give notice of the existence of this Agreement 
to purchaser or transferee. In the event of a sale or transfer 
of the business of the Employer, the purchaser or transferee 
shall be bound by this Agreement.” 



It matters what you call “it” 

 Many forms of consolidation fall outside the 
categories “merger” and “acquisition” 
 

“Type of Transaction Immaterial. 
In the application of these rules, it is immaterial whether the 
transaction is called a merger, purchase, acquisition, sale, 
etc. It is also immaterial whether the transaction involves 
merely the purchase of stock of one corporation continuing 
in existence, and it is immaterial whether operations of the 
companies are physically merged or not.” 
 



Language: Clinical Decentralization 

“Relocation of Existing Facility. In the event the Employer 
moves an existing facility to any location within X miles of the 
existing facility the terms and conditions of this contract shall 
continue to apply with respect to the new facility. In addition, all 
employees working under the terms of the Agreement at the old 
facility shall be afforded the opportunity to work at the new 
facility under the same terms and conditions and without any loss 
of seniority or other contractual rights or benefits. Provided 
however, the Union will be required to show a majority 
representation in accordance with the controlling law. In 
addition, the parties agree to enter into effects bargaining in 
accordance with controlling law regarding the impact on 
employees of the movement of an existing facility.” 

 



Know your state’s Certificate of Need (CON) law 

 Most implemented in the 1970s to 
contain healthcare spending 

 CON laws originally based on the 
Field-0f-Dreams principle: “if you 
build it, they will come” 

 Conservative critics of CON laws argue 
they’ve become subject to regulatory 
capture 

 Newer CON laws updated to reflect the 
principle of “if you own it, they will 
have nowhere else to go”  

 States like Connecticut and 
Massachusetts are great examples of 
effective laws to control consolidation 
 



Features of CT CON law 

1. Change in control. Not only limited to “mergers” or 
“acquisitions”  

2. Cost and market impact review (CMIR). Department 
of Public Health (DPH) granted the right to determine 
whether a sale will result in higher costs for consumers.  

3. Teeth. DPH authorized to deny any hospital sale unless 
“the affected community will be assured of continued access 
to high quality and affordable health care after accounting 
for any proposed change impacting hospital staffing.  

4. Conditions on sale. DPH authorized to place any 
conditions on the sale, including to maintain staffing levels 
for specified period of time.  
 



CON laws can and have worked 
23 

-Health Policy Commission (2014)  
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