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Out with Administrators

- In with Leaders -
As physicians and nurse-executives, we have often wondered about the leadership acumen of some healthcare organization administrators, managers and CEOs.  For example, hospital leadership today is not something that is done to your people; it is something you do with them. Today’s successful hospital CXOs must act more like leaders and mentors, and less like administrators and managers.  They must create trust and collaboration to empower their professional staff, volunteers and employees.
For some CXOs, this requires a fundamental shift in mindset.  This new mentoring paradigm demands a holistic approach for the total healthcare organization so that the enterprise wide environment assists everyone realize their full potential. This maximization of performance is more than just a trendy business concept for leadership. And, it is more than merely putting on a business suit, or a surgeon scrub suit, and expecting results. It is a commitment to being a transparent informed leader and not merely to look the part.

One of the elements in this shift in mindset involves information communication.  All relationships involve communication as an element of education, and healthcare leadership is no exception. In fact, what is really enabling is the dissemination of information to all stakeholders and peers. The leader in essence, takes on more of a communicative role and thus empowers employees to their full potential.  

To successfully achieve this leadership mindset, the hospital CXO must have a clear understanding of self and to consider human values relative to the role of the health organization measurements.  This attention assists the CXO to lead with self-confidence and to encourage differing opinions - rather than the opposite. And, in the face of untoward performance, it is the ability to “do the right thing”, rather than the most expedient thing.  
This philosophy then offers one of the many keys to being an effective healthcare organization leader - the skill of listening.  When the hospital CXO is secure in his/her own belief system, the resulting self-confidence allows others to safely express differing opinions, ideas, and aspirations. Fortunately, insightful leaders seek to listen and communicate more information today than ever before, which helps them make wiser strategic and more profitable financial decisions for their healthcare organizations.   

Therefore, we are grateful for the just-released hospital and integrated health system industry information for mid-2007.  It was assembled by our colleague Richard Frye, PhD, of Forte Information Resources, Denver Co., with data from Verispan LLC, Yardley, Pa., produced in arm’s length fashion by sanofi-aventis, Bridgewater, NJ.  As an insightful leader, we trust you and your healthcare organization will review, communicate, use and profit by them.

And, let all the related and updated information in Healthcare Organizations: Financial Management Strategies take precedence over any managerial inclinations in guiding your leadership decisions.

Fraternally,
David Edward Marcinko 
Hope Rachel Hetico
www.HealthcareFinancials.com
Business STATISTICS for HOSPITALS 
AND INTEGRATED Health SYSTEMS
Richard Frye, PhD

Hospital Industry Summary
· The 25 largest multi-hospital system (MHS) owned health maintenance organizations (HMOs) in the nation accounted for 48,054 staffed beds in 2006, down a notable 17.5% from 58,213 the previous year.

· In 2005, system-owned HMOs averaged 349.5 hospital days per 1,000 Medicaid members, 15.1% more than the average for non-system HMOs (303.7) and 11.9% more than the average for all HMOs (312.4).

· Pharmacy expenditures claimed 13.5% of total operating expenses at MHS-owned HMOs in 2005, down from 13.9% in 2004. Since 2001 (16.6%), this ratio has declined more than three percentage points.

· Outpatient revenue at hospitals that were tied to MHSs that owned HMOs jumped 12.1%, to $156.4 million in 2005 from $139.4 million in 2004.

· Total facility ALOS for hospitals in MHSs that did not own HMOs dropped to 5.0 days in 2005 from 5.2 days in 2004. Between 2001 (6.4) and 2005, average length of stay (ALOS) for hospitals in MHSs that did not own HMOs fell 21.9%.

· Total costs per patient-day for hospitals that were affiliated with systems that did not own HMOs rose 7.0% in 2005, to $3,188 from $2,980 in 2004.

· 65.4% in 2005 from 62.6% in 2004, marking the first time since 1999 (66.3%) that average CCU occupancy exceeded 65%.

· In 2005, average ICU occupancy for hospitals that were not part of MHSs increased more than nine percentage points, to 61.3% from 52.2% in 2004.

· The number of outpatient visits per day at hospitals in MHSs rose 5.5% in 2005, to 241.8 from 229.1 in 2004, the third consecutive annual increase.

· Labor costs per patient-day at hospitals affiliated with not-for-profit MHSs were $1,090 in 2005, significantly lower than such costs at hospitals in either for-profit ($1,434) or government ($1,463) systems.

· Hospitals not tied to MHSs reported an average of 2.39 registered nurses (RNs) per occupied bed in 2005, up 6.2% from 2.25 in 2004. In the five year period from 2000 (1.86) to 2005, this ratio jumped a notable 28.5%.

· Pharmaceutical expenses per staffed bed were 28.0% higher at hospitals affiliated with MHSs ($44,545) than at non-MHS facilities ($34,814) in 2005.

Integrated Health System Industry Summary

· Following six straight years of decline, the number of health care systems in the process of integrating rose slightly in 2006, to 476 from 474 in 2005. Conversely, the number of systems defined as the most highly integrated fell 3.3%, to 320 from 331 the year before. These 320 highly integrated systems accounted for 67.2% of all systems, down from 69.8%.

· Between 2005 (10,788) and 2006 (12,674), the number of distinct facilities in the most highly integrated systems climbed 17.5%. During this period, the number of physician practices increased 27.8%, to 8,234 from 6,444 in 2005.

· The number of highly integrated systems with exactly five delivery components fell 11.5% in 2006, to 85 from 96 in 2005. These systems accounted for 26.6% of all systems, down from 29.0% the year before.

· In 2006, the number of highly integrated systems with six or more delivery components that were initiated by hospitals climbed 12.2%, to 46 from 41 in 2005, the third consecutive annual growth. Between 2003 (34) and 2006, the number of these largest hospital initiated systems jumped by more than one-third (35.3%).

· After rising 24.5% between 2002 (188) and 2005 (234), the number of highly integrated systems with at least 21 provider units fell slightly in 2006, to 228. However, these systems constituted 71.3% of all highly integrated systems in 2006, up from 70.7% in 2005.

· The total number of owned provider units in highly integrated systems climbed 15.8% in 2006, to 11,479 from 9,914 in 2005.

· Owned provider units accounted for 70.7% of all relationships between integrated systems and providers, up from 67.5% the year before. Between 2001 (7,591) and 2005, the number of owned provider units rose more than 50%.

· Of the 540 relationships highly integrated systems formed with home health agencies in 2006, 346 (64.1%) were equity relationships, down from 361 (64.6%) in 2005.

· Between 2005 and 2006, the number of highly integrated systems decreased across all five geographic regions, most notably the Southeast (–5.9%), to 80 from 85 the previous year, the largest percentage drop, by region.

· The number of owned provider units in hospital-initiated systems jumped 18.0% in 2006, to 8,044 from 6,819 in 2005. Owned provider units accounted for 71.2% of all provider units in hospital driven systems, up from 67.8%.

· The total number of short-term, acute-care, nonfederal hospitals in the U.S. and Puerto Rico owned by or contracted to highly integrated systems grew to 1,827 in 2006 from 1,807 the previous year.

· Overall, the number of HMOs that were affiliated with integrated systems dropped a notable 12.1% in 2005, to 87 from 99 in 2004.

· Although the number of Midwest region HMOs that were part of highly integrated systems dropped to 32 in 2005 from 35 in 2004, the region still served as headquarters for substantially more of these plans than any other geographic region.

· Average length of stay (ALOS) per Medicare hospital admission for members of HMOs that were affiliated with highly integrated systems fell 5.2% in 2005, to 5.5 days from 5.8 days in 2004, the first annual decline in this measure in four years.

· Pharmacy expenditures as a percentage of total operating costs continued to drop at system HMOs, to 13.6% from 13.8% in 2004, the third straight annual decline. Conversely, this ratio grew slightly at non-system HMOs, to 14.4% from 14.3% the prior year.

· The number of medical group practices that were not a part of highly integrated systems grew 8.0% in 2006, to 10,240 from 9,480 in 2005, the third straight annual rise. In the six years from 2000 (8,694) to 2006, the number of non-system groups climbed 17.8%.

· In 2006, the number of medical group practices with five or more FTE physicians climbed 7.6% nationwide, to 12,754 from 11,848.

· An average of 17.9 physicians practiced in groups tied to integrated systems in 2006, down a notable 7.7% from 19.4 in 2005. Still, this average was more than 35% higher than the 11.6 average for groups that were not a part of systems.
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