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Summary

Wi vk cendoclend Iongiledinal quantilalive research L explain e cillarences haowsan profil and noen
preefil besapilals of The alale of Forida, We Tecus anchospitals Irom Lee slace of Florida, becaosa il has a Tree
mdrkel grwirenmenl and coreists ol & wide range of dilferenl espilal Lypes, A Trea marka] amidronmenl s
relevant for this resea-ch, since chservations in a frea markat anvironment are laast contaminatad with
external influences {like governrment “nrerference]. GilTerenl eeonomic resason ol axislerce Beloaen pralil
dard non pralil hospilals, cooversion ol non profil Lo profil hospitals, and changes im0 Dadilione

raEnirmigalivm poals are easore why we axplain oanership ypea i Terances,

Preiceus research showad conoradicling resalls, whaes B3 cenc oded bigher aeeermance of non praoflil
herspilals and 10% cenc oded higher parfocrance of aelil hospilals [Hosenao 2003). theoie.ical dillerant
wicus can resull ir differenl conzlisions aboul hosgilals, We idanlily LFrae wviews: seenormic, colleral, anid
sovivlgical. Bach al Tese Lhraee wisws e oridcieed Tor bawing @ serioos Lhaeretizal shodlooeming in Hheir
miarkel assurmnplions. 1o overcome Lhese shacliemings, Zelizer (29828} suggesats tre use af a mulkidizcplinary

msdel Lhe bMu Liple Mar kel BModel {RARR).

The posal of Lhis ressarch is Lo demoensLoale he added walue o7 tha molliple markal moodsl (RAR RG wthile
idanlifying, describiing and esplaining the dillsrecss belwsen hospilals in Ltha hed b care mackel ol
Flesridah. Because of The coenbradicling resolls Teuad in pravioas heallh care research we have fmrmokal ed

L1 resedreh gquestion:

Why nre noe praf T fenpnifede mooee gfficiend M peofil hospdtels, wilile sconomi. Wenne predicds preofit

ficrspritea T oy iee emare effiiee s

The scizntific ralevance ot this reseasch is to make o corvinzing overlapping madel for explaining the

dilfererces in oiganizatizoz! forms, which s corrantly lacking.

The praclical relewvanue of balla knowledys ahoo. arganizational Tuens will help health care pal oy makars
Lo udersland the implition al Thaeie pal ey, This s imporiant s nce some ownseeship Lypes are slimuolaled
by Lax Advanlapss, based on fssumed dilCerences in ownersip where o parlicolsr anecship lype sheold

e T biealler .

A il relevanl canbeibotion ol 1Fis reseasch erigineles rom Lhe Tacl Thal in seee countries Lhare is o
Lendaney (o slirulale markel Tuncl ong in Theic Feallth care earkel. The insighls Teom This essarch may be

useed I wisualiza Lhe censequaenoes ol diffaren. organizational erns for hospilals,



For evary appraach af tae Wik we tormulate fwo hypotheses. Tha data used o tast the hyporthaeses is
prirrarily collected trom the Tnpaticnt dotasct of the Ageney Tor Feallh Care Adrminisbralion [AHCA) ‘or the

yaars 2000 to 20404,

Wi esl, using slalistical sollware 5735, alficiency dilference beoween ownership Lypas Tor Lhe econemic
dppinach, range ol servica Mo the colloral approach, and mimicking behavior belweaen alliances for The
socivlegical aparpach. Logislic regrassion s parformed Ly analyes e pradiclive valoe of ssplaaalang
waiizbles ar Lhe dependent variables. We incluized anly no-laaching shorl leen asule vase hospilals inoaor

resedrek . Avarzpe Inlal researc acpulalion is 16 {=.d. 2] hospilals Tor every yeur,

Bazend oo Lhe rasulls we can conchnde Thal Flarida®s shorl Leeee acole care hospilals shos:
o  Convergence oof The ellicivnoy suores
o Convergence oof The ranpge al service L broad ranges hospilals

e  Conveorgonco within the clese social contaxt; tac alliance

Wi Auscaec] Three cullara changes Lo be A deanen Tor Lhe conwver gence al elTicisnsy soores. The comveision
mewsmenl, The halle: lax benalils "o non prelil hospitals, ane managad care. With the disappearance afl
grlermal Torces, thal ansored dilference belvaen profil and non piolil hoespila s, e misalion goals could
bocome mare cgua . Tradizional, cultural differences betwezn profit and non protit hospitals are retizeted
in their difterent masimization zoals., Protit hospitals masirizc cutput to satisfy the financial nced ot the

shareholde s Fon profl hespila s masimiza inpol Leosalisly communily heallh care need.

Forcusend hospilale are mors eCicien. Then broad ranpsd hospilalas Becaoss The nombiee of bread ranged

hesspil als increased aes The ralalive alliciancy scares converting.

Wie did not find a detinitive reasan for the converzenee of ranges of scrvice, but Based on the sociological
dpprinach we suspec] bespicals within anoalliancs Lo mimic The ranps ol seme ce el Lhair marksLanvironmenl
and mimic the range of service wilthin Lheir alliznce. This is based on The large peroenlage of alliances in Lhe

slale el Flerida - £1%- and Lhe Tacl Thal all hospilals gaclic paling inoa alliance have a brosd range of sereice.

lonanswer The resedrch quesltion, elTiciency scores belwasn peooalil and nen profil haspilals weare similar in
Lhes year 2004, Men prelil bosp Lals are reoca likaly e be lecosed amd the more Tocused @ hospital s, the
muera alficient il gels. Therel e, ha mean ellivizncies af fo peooli. hospilals are meaes likely L ba higher

while hospitals o agual range @nd aqual haspilal lype are wgqually eCicient, icrdepandent of cwnaeshio oype.

Ihiz research implicalas thal hespilals inoa Iree market enviroament become broad rangad haspitals who
pailicipale in an alliance. 17 a heallh case policy aimes on Lhe divaersily and spedialigalion of hospila s then a

tree market enviranmeant s nat tie appropriate choice.



Table of contents

BTy USSRt E|
L= T OO PO P PRIPRPPN G
1 FILTILLILLIEIN ot e e e e et e d R e AR 7
1.1 Pl e e e e e er e e e e e e e n e s e s smae e e e e e 7
1z Pk e T RAlTEA LN 7
1.2.1 BRI TLE e e e e e R ¥
1.3 FESBANTR TJLBATITIN oo e ettt ettt oo en e et e btk e e e eb et &
14 Research goal

1h N T OO OO OO &
2 [ Cad ) (T ] s L TR
21 [t e BT Tt Ll | PP ORI
212 Cllumal BEpreIHn i e e s
24 Socinlngical APRREELR L ———————————— .
2L Conceplual model, synlhesis Belvaen Lhe approaches e s
241 Lhmdersouialised mwpenl of sronoreic baebawioar
2.2 Dversoializz2d aspecl ol coonomic beavior L,

223 Synlhesis belwee he Thres Approdches e e

3 Inlrodicticn L Lhe backgroamd of This ressarch. 1n
312 I he mulliple boeespilalseslams (TA0EIHE0 N o 11
312 The comea sinm mmeeamm e nL L -0 S ) e e e e Ml
21z e Lhivd malpraclice crises (2000%)

314 Summary al the backgronno ol Fis ressmrmhe L

4 B EASUTEmEn ] A sourse T dali o e
4.1 Suurce of dal:

4.2 PAEASUTEmEn ] ol inzepandanL v iz B e :
421 T YT = OO OSSO U U PO U PPV PP UPPORRPPTPPRPPRPPROR: 23
4.2.2 PUTHTILE S e e et e e e e e R e e s R e e R e e R R R e R R o e e en e 23
4.2.4 P B ren el Tan =LA lRLICAL 87HE e s 24
423 Campetition ....

425 T e et s s e m e :
4.1 mEasuremeanl ol depandanl sasiables e 5
4.3.1 Efficiency [Economical and Sncialagical appradach] v e e s s 25
4.4.2 DAl ErveloprmE L BIHIEA TS T 25
4.31.4 Bange of service { Eooemical and Socielouical appromch) oo iR
A4 SRl Al ARIETEIALI e e 18
A ReseAril BRRUIHIITIN i s sl
h Fasules and analysis ...

.1 Inbrent il i Lo LB HALR e e e n
1.1 Lesoriplion ol The population amd WSS will compatiTian ..., 11
L1 Dosoriphior ot the pop U oo ard aliamms . et et e e e e il
1.3 Breseriplicen ol e perpulation and afTizianey wariables o Iz
h.2 HesnlLand aqalysis of Lhe hypolhesss

2.1 Analyaing hypolhas s Ne AN M L ———
2.2 Analyeig by puelhesis LEres g Tr e a5
.23 Frediclive walue sadiabiles and convargence of BiTiciancy soores @0 rEnges. s 37
.24 Suspacted reqson T corvarganos ol allcienoy BEOREE EH
1.2 Analyeing bypolheses Tve and shn e L AT
526 Summary af the resUlES AN AraliaTs o e e e 43
£ Connzlnsienn @ dinCissi i L e 43
ia.1 i Terences belwesn profil and noen profil hospilals

1.1 ComergeniE OF @lTICTERIEY SUOPEE s e s e e e g
.12 Conver e U B TANEES O SERMITEE L s 43
613 Convergenue wilkie clesa soudal conlaxl e e e e R
6.2 Liseins 001 AN HIiLATEINS L s e e s 4%
/ BRI I Lot T r R e R e E g 48



Preface

ITh s resedrch wencludes my mas.er cousse Haallh Scisnces o9 Lhe Univarsily of Twanla (The helherlamd-).
I hawe anjoyed The masles oo sa and was paclicular nlarasted in tha carseguances ol heallh e oslioms
e herllh vars in peaeral. This resaarch was @n opaerlonily e ook Al he cemplexicy el bhaeallth care
dilTerenues fin Lk Nerm ol osaialksd eoa muolli-diacipling -y laval, Alse my inlaresl in marke. Towclion wilhin

heallh care marksls wias A slirulos in Lhis reseanch,

This masler hesis coo o rol ke wrillan wicheol Tha help al elher, Dwoolid ike o hank oy supervisors Tor
Lhesir Lirme wnd T Lhesie remackes. D weoold likea Lo Lhank proed. wan Sossum D bis sincera inlerasLand concrece
dcdvive. | would like Lo Ihank Eelen Toe sveny colTse break we bad and eor for mea- wery be plul discossions. |
lell greal supporl Irom balh sopervisoes especially, theeogh Cheir halp in making seerking Tazi ilies aossible.

I hark yo basl b

Mely (Fignds and Tmily suppocad my rasearch by giving great comments and Asking sharp gquestions. woold
like te thank Traoen aad Johan tor cvcrything during luncl breaks, coftee broaks, syimpzthy breaks, and
other breaks, Gut, mast of all, | weould like to thank Anne laa ane Marc tor their time invester I this thesis

and in me,

Inris Srmid,

lanuary H10OR



1.1

1.2

1.2.1

Introduction

Mortive

Ower The pasl decennia, health case erganisalions ave bean subjeced Loinlensive research as weall as
majar changes in their argam zational structure. Cansiderable increases in health care costs let to the
aquastianing of the organization at health care i1 Zaneral. This reassacsment of hezlth care systams rasultad
in now insights Zhout hea th care markets and health casoc arganizations. Theoretical Tnplications wers
forrmilalad aboul, Ter example, which lepe ol cwaecship Lepe woech: Be so Lable T g hospital inoa carlain
markel emvirorrent

During Lhe gssasemels of oegariaions in hoallth care mackels, many dilCaranl oigani@ational Torms ware
foumd Frem an eeonomic perspeclive, profl Fospilal wers expacted 1o ba mora gMcienl kan nan prolic
herspilals (Clark 1580] Howewar, anly 1% of The health care tesganh coud supoarl This by polhesis
{Aesanan 20030 The narconfoomily Belwssn Lheoralical e@xpeclalion aad abszaovalion makes us wouler

wehy organizgaliconal foems in Lhe hazllth care mackel are dillersenl from gach alher

FProblem identification

Organ galional Torms can be sludisd Crome dilferenl poinls of view, Based on thair oo specilic Toedameantal
dssurmplivre. We idenlify Three siswes: economic, colludal, @ seciological. Each af Lhese Lhies vigws s
crilicized lar having A serious Theoratizal shorloaming in Lheic markal assumplions. Thase sharleomings
have becarme know as Lhe under-, and cversocialized aspecls of human Brhavior in acaromic Ackior. e
ewarcima Thesa shorleorings, Selicer (1988) cugpests Lthe s of 8 mollidisciplitary nodal: The Roliplo
Mlarcel Mede IMRRG. In Lhis reseacch, we owill ose Chis MM e eeplore dilfaranoss- balwesn Lhe

eraaniglicnal loems ol hospilal-.

Bigrificene
The hiehavivr of hospilals Lo nlluence perlormanoe bas been a subjecl of many heslth carg shodivs, wilh

waiious Lop o ard wilh dillarent rasults, This resaaicn will Tocus an dilfarenees bebwean predil and nen

prodit ownerskip type. There ace thrae main reazons wy we compare rmanership typas of hosaizals.

Firsk, lhe cocnomic reason of caisbencs in Leemes ol financial nzeds diffars betewean cwnarship sypes (Culler
and Horwizz 2000), This means that from ar econermic perapeclive profil and non prafil bospioals are
dilferenl by alure. Barlier reseacch shows snall serdormance dilferences Belween non profil and profil
herspitals [Elean @nd Weac u 1583). However, when haspilal ownership lypes dare compaced by Lheir
elficiey soores, G0% ol The haallh carg reseaich incivales en profil hospilals o ke moere ellicient vorsus

erly 1% (e proQil hespilals (Roesenan 2003).



Second, haspitals have experiznced A major conwersion af aon prefit organizations towards profitc
craanizlions |see seclien 3,12 [Gray 186/, | i conversion was hased »noeconamis seasons that affect the
peifarmance o hospilals. This meares tha, The dillsrenes belbasan awmership Dypes s big enoopk o maks

hesspilal wanl Lo converl .

Third, Lradilianal goals seen Lo merge ir sone casas, whare non profil hespilals are gues.ioning affciency
darnd prelil srganisalioes are explo ling non peeslitabile rsatmenls e answer socizl needs. Sone resaarch
supgksls mon prelil hespilals e maximise prefils qand ool only eeemice social soiplos value, while
manirmiging social surplos is considered Lhe raditicnal pocpese o non prolil hospilals (GeneTa and Massen
2092}, This suggears cultural differences hatween ownesaip lppes Lhal exist b in some cases vanishae,
Wihen we cormpare hospilals by Lhesie makel envicenmeant, we Tind thal seme hospilal copy bebavion from

elher aespilals in Lheair cirecl cempelilion, wheress olthees donol [Goggan 2002

We campara hosp Lal ownaeship bypes, Because aconeeic theory predicls ownership ype dillerances,
because hospilal vwmership Lypes wiera undae inflluemos ol colloral changes, and hecansa hospiaals inoa

o npeLilive anvicsnmenl inlluenca gqach elhers bebavior.

These studies illustrata that the social contaxt o markal erwicenmeant o hospilals bas elfecl on Lheir
gcrnamic ehavior. This means that pravials research sugzgesls seme alfacl of Iha social conoasd o market
gnwiqcnmant ar the economic behavine ot hosptals. These studiss, howsver, may he based on
turdamentally different market assumptions, which lead te cifterent -esults abous tha ditterances betwenn
Lhese hoep Lale. Theralers, we will cembineg molliple appooactes in This reszacch, This al maes s oo give a

muera comprehansns eplanation of The dilfsisnces belwesn arganigalionagl lrms.

The suisnlific ralewance of this ressasch is lo make a carvinzing overlapping ruodel Tee erplaining the

dillerenuees in arganizalional formes.

The praclical relewvanue of balla knowledys ahoo. arganizational Tuens will help health care pal oy makars
Lo udersland the implition al Thaeie pal ey, This s imporiant s nce some ownseeship Lypes are slimuolaled
by Lax Advanlapss, based on fssumed dilCerences in ownersip where o parlicolsr anecship lype sheold

e T biealler .

& final relavant contribution of this reseasch orizinstes fror the fack that in sema coontries thara is a
Lendaney (o slirulale markel Tuncl ong in Theic Feallth care earkel. The insighls Teom This essarch may be

useed I wisualiza Lhe censequaenoes ol diffaren. organizational erns for hospilals,



13

14

1.5

Research question

Wie have remsonen Lhal sconomic paefoemanne diflers balween pwnership Dypes znd Thal @ Ak sheold
reveal @ mora compraaensive piclure of why Lthease dilferances oocors This research o will Dok al Lhe
dilflereruees in elfficivmy belween owmeship ypes, inoorder o assess Lhe soanonic perlormance of
herspilals (see seclion 2,15 Wilh these resolls, wea will asamine why dilfarences belween Lypes of ownseship

nooUn SUmmarizing, sur main research guestion will hat

Why nre noe praf T fespniele moee gfficiend M peofil hospdtels, wilile sconomi. Wenne predicds preofit

ficrspritea T oy iee emare effiiee s

Wia will slarl wilh wn acanemic Approach, Tollowead by a collusl apareach ad conclhinzed by 3 sovicloewical
approach, To exp are the threa views that shoud give a more camprehensive answer ta the research
queslinm. By explering Thaee Lhree approaches of The RBM, we will dermensbrale he added walue af Lhe

MR

Research goal

The psal of Lhis ressarch is leodemoensboale he added wvalue o7 tha molliple markal moodsl (RAR RG wthile
idanlifying, describiing and esplaining the dillsrenoss belwsen hospilals in Ltha heallh care mackel ol
Flesriclay.

Chur BARINA g sl ol Lhrae dillaran] markel appeeashes) eccnamical, cultural, and sociological. This research
will "wrus e Lha heecitals in Fleeida USA, Tor reasans that will later he axplained in chaptar 5. \We catagor'ze

hospitals irto twe cwhnershia types: protit and non profit.

Qutline

The sacend chap.er ol This Lhasis veplaing Lhe dilferent approsches throogh a lileralui sLedy, We will
diseuss e economical, the cullural, and Lhe socialogical approach. For eaveny approach, we will Termuolale
L hypertheses. Chaplar hane is corclod =] wilh o detailed explaralion o The MK

In The thind chapler, we will infrodoee The lamework of Cthis research, We will chronalogically ook al hres
dilferent reovermenls: Lhe molliple Fospilal syslem (L36-19800, The conversien mowvermsnl {1380-15505),
arnd ke Lhind malpravclice crisis (2000%].

Chapler feor is dadicaled L Lhe msasurameant and sources al dzla.

In ke fifth chaplar, Lhe dasalls and analyszes Toe sach individoal Fypothesis i presanied. e will give a
sumnary ol Lhe resulls of The frsl Taor bypoltheses, which Toous onocaleelaling Lhe predichive valoe af
elfiviey and mange ol sarvice e osnarskip lypes. The secoend part ol Lhe resc s Toouses on ke miricking
bieshavicr el allizncas. Al Tha end of chaplar live, 3 conclusion abaut the resilts is presentes.

Chapter six describes the overall conclusion ot this taesis, based an the rescarcy question prosented aliove.
e awill conclude Lhis chapler with a discussion of Lhe limilalions of Lhis resgarch and give advize Tor Tulure

research,



2.1

Literature study

In Lhis chapler, we owill axplore Lhe research queslion slaled e Lhe inlroduclion sl ezplain tha theae
differerl poinls of wiew Tor looking al This ressarch queslion. For each approach, we wil gwpoain the
dilferenues balween Lha lypes ol awnarship and Tormuolzle & concluding bypol besis,

This chapler @ s pives 8 delailed descriplion of The mulliple mackel moedel (RARARAL, which aires al giving A
e ealis.ic markel view theeoph The incorpoeralion of dilferent marke] approaches. The muolliple market
mueridel raprasenls ar allernalive Ly Lhe neoclassical paradigm af markels ane s haeeloee anooseflul modal

wilh g omore realislic view onomackel belbavior (Zalizar 2888

Economical appraach

When organizaliona loerms are studied Trom an eccnamizal aoinl of view, They are usoally comparend by
elfiviecy. High health care cosls combingd with litde bealth care improverienl bave Bl Lo quesLion Lhe
efficieary of the healt- care syztem as a wanle {Par.er and Olmsted Teisheg 2004; Schiskar amd Foallier
15942). Reswanns for Lhe high heallh cars cosls are relzled Lo Lha increasad neec Toe heallh services. These
healll services acoaunt Tar S60% ol Lha Lolal khaallh care expendiloies ol Lhe L5 where inglMcienl use is A

rexasin foor Lhe yearky iqurense of The haallh cars cesls (Bales, Wukherjes, and Sanlers 2006

ElMciency dillarances belbweas nee pealil aad profil hospilals ace Uhe rescll ol beood Merend Tinancial neseds
drd organisaliondl peals Wicroeooramic Lheory sepgssls Lhal profil drive hospilals will minimize oosls by
maximigry eflicieney. The shareghaldues claim ancoacedil hespilals s 3 incenlive for maragacs (o looos oo
elficiey And Lo gques.ion hospilal processes (Chwald, Gasdiner, ani Jahera 14994} This means Lhal profil

herspilals should be mera efficiand an nan- prafil hospicals.

Mlanagerial Theeries, on ke clher hand, sogges) thal non prafil bespilals managers do owl have Lha
mrlivalicen 1 ke @ Ticienl, Non aelil hospilals Bek The pressure of sharehcldees, which is soppesad Lo be
Lhe reason [ur noen oarnlil managers L lecos an quantity ar quality care {Newhnuse 1970} Thiz means thal
reern profil hespilaly, wilk Lhe censtrainl of & sara profil pelicy, masimice The quantily o7 Cheir services

ralhar Lhan Tha elliciency (Denella aml Masson 20025

Combining These e Lhaorias, we can formula.e Lhe Tlloewing by pelhesis Trom an soenomica siew poinl

dbionl Lhe di Teranceas in alliciency helween biospilal
Hypern Fisds Lo MPrey il Feespifols are fredadivedy) eneeee efficear Ween oan peayil fospiols.
Allhony alliciency is Lhe logicz] choice for eeplaining di Terances in oamerskip Tree an acoemical aeinl of

wiemy, il definilion and medsuiemenl cause cilliveies [Hellingswarlby, Daweser, and Maniadzkis 1995] Tha

rexdsin [or Lhis is Threafold: Foral, real oulpo. is acd o defling, Go only camplalely recovere: paliznks oount



as real actput? |5 creared knowledge or are residants output? Secand, there is 7 high prabability ot biasad
cost repo<t ng by haspitals. Third, techrigques “or measuring efticichoy 2re subjoct to high sensitivity.

Even il Lhese problems can be overcome, measocsad alliciewy resulls are sUll anky walid Too the onil of
dndlyais. This rzkas il challenging e drae @ conclusio aboeul The heallk cara syslam as 3 whisls bazad on

elMivie ey,

Thes dillicullizg wilh elffivienog and beallb cae are rellected intha onoradicling desolls of saveral allic sney
shudies. Striking are The resolls ol garlies heallv cara resazrch, waeere only 109 resolled in Aucepling
bypalhes = 1. From a classic suonomic argement, bowsser, dilferences aeleseen efficiensy and ownarship
are axprclad, in Tavor of prolil hospilals, A5 arsued befare, financial needs {Cutler and Honwitz 2000} and
managerial incenlives dre The reasons Too he dislinclion belwasn manership lypas. An egplaralior o
dillerences in alliciency can be thal tha neasoeed sMeisoy resolls are ielflasnced by espila Charactaristic

and erviranmeanlal variables.

I hes sige ol Lhe imzivicual Fospilals alse allects 2Mcienoe. carge hosp Lals can bave Lhe banahil of amonamiss
el seale {Oecan and Loke 19523 which can lead Lo alliciency gain, On The elher hand, larpe hospilals can
dlsn Fave he buncen of esosss marpower, sehich cruses inelMoieny (Wang vl Al 19%9]. e ol Lhe
pretalers wilh Lhe farmead rasulls i LEal Tha research was canductad inonetrepalitan as weall a5 urhas armas.
I heielore, Lhe localion could kave bad an elfecl on alliciency, EMicienoy research of The beallh cars system
ot the 115 did tind differences that we-a contriboted to the concentration ot hospitals in metropolitan

slabislical areas {MEAE [Bules, Mokherjec, and Sanlecre 2006; Bakaze 21 al. 2000,

Elficiency sludies whes compelilion was medsured oy a Herfindahl Hirschman index [HHI) zshower a
pessilive relalion belween efMciewey amd compelilion Roskn 2001). Thiz suggestz ~hat mic-oeconamic
Lhaciry aboul The alficiercy of profil hospilals helizs onder parlect marke! concilicns. We Assume perlact
murkel condilicins e lkaly inoa corpetitive marke! emddromeant. Therelone wa [oemuolale Lhea ollowing

hppacsLhesis:

Hypen Figsis 20 0 6 comgeelitive envitanmenl, prafil Gospitans gee frefilueiv) more eficiend than non grofi

frispitials.

Wia have arpued Lhal diffecences belwaan cwnership lypes dre parly doe la diffaranl max misaliar goals,
Mon protit hespitals are mare focused snomakim'zing community health care. But hospitals converred, as
weer will disouss inomoce delail inoseclion 3,12, am: Iraditional gesal af hospilal lypes basve charyed. For
axariple, ron profil hospilals dooool eoly maximice social sorplos, bul alse madmize prafl (DeraTa and
Mlasscn 20020, This means hal the tradilicnal visw ol non prefil bospilals prosiding Feal b care is oo lenger
va il and Lhal Lhe organicatiznal wollore coold possess Lhe reasan why some ressacch condradic s Lhe
byppaal hesis Lhal profil bhespilals aee more @licient. 0 the naxt sectisn wa will take a clasar loak at the

wu Lural diffarences balweer non prelil ard prafil hespitals.



2.2

Cultural approach

Organ eal ool e studied Tromoa collucal approdch cae ba comparad Lhrough Their ranpe ol service. We
drgus Lhal the collural difference: balaeen nen profil and peelil hospila s eriginale Tom Lheir social
purpose o damonatrale Lhe ellec, of colluee, one mosLdemeenstoals Thal an ndividoal ee groapg wilthoa
speuilic oullura showes dillarenl behavicor han a groop with dilferent collural elemen.s (Bik aggie 1530
mflubual cullural glerments incbolh profil and noen pralil ooganizatiene inclede, among olhers:
o [k sanzlily al the heallheare professionagl. o emohasice the prolassionalism ol Lhe heall o care
professional.
e Ihe furlhe-anee of lile, The perceplion o gel baller when ask ng for Pelp &l Lhe hea Lh care
orgarization.
o ke rewards of wncellence, yiviag by seveeal qualily aolborilies 1o emphasdee Tha repolation of
craanizaticns.
° loach in Lhe ksl inleresl ol Lhe palianls The patienls do nol any gel hellae wih Lhe hest halpg,
but the erpaqization will try all thoy car.
Wihal dislinguishes non prelfi. ram profil organizalions is Lheir social porposa, Hislorically, non praflil
herspilals gxisl la Tullill @ social porpose Lo provide health care Tor IRe cermuoanily, La Lo answear Lha cighl 1o
healLh vare Tor all Inralurn, Lag priv leges and cthear privilepes are available far bazpitals (Mawhausa 1970;,
Profil organizaliore Tradilionally have a dilleranl porpoese. ey have Lo anseer o sharehaldees whie

linunue Their arganizalions, 25 was axplained in saction 2.1

The consequance ol dilferenl soc sl porpose belwean profil and non prelil hospilals resolls in dilfkrsnt

weys [or rmaeirmiging heir oLl =g Mon peofil hoespilals woold pretee highee valumes by ofTaring @ broad

1%
range ol ssivices in oeder Lo answar Lhe demand o health care in The commuonily, e coloome
mazirmigalicn. Profil oeganizations woold prafer sarvices Lhal iespond 1o the need of their starshelilers by
elimina.ing services Lhal do nel meal profilability, Geo poelil magimization. This means nen prefil hospitals
will rnaxinize their total utilities ar treatments, while prafl Fospilals will maxiriese thair lolal most
prcefilats e uliliLises ar realnanla, In olhar wands, aeese of Lhe dilfarenl goals belwean sanership Ivpee,
Lhe range ol sarvice will be dilferen. (dacane gar, Malmick, and Sirmans:e 1586]0 Fram A co Loral point of

wis, we can s formulale Lhe Tollewing bypothesis abool Lhe range of seoice Jifferance: balwesn

hesspil als:

Hwpern et 3z Profal fursonteols fagves 5 fresltleehe ) stooller range of seewioi than oo profil fosminds

Culure has addiliena effects on hospital stroclore thal die ol relaled Lo scopomical nolives, Thess
elTecly dre relaled Lo the definition of culluie, Collure consisls of Toor bypas all symbcelss neoms, valoes,
ha iefz, and expraszive symbols (Petarsar 1977 Karms and values inflloence behavior by repolaling [he
brerund arias Lo acl wilhin [iegulalive collure). Baliel inlluence bebavier by delining the ied vidual needs ar
drivess oof Lhe acler {oerslilolive collure [Diaggia 159d]). Inoa sense, cullurs can =gl rales Lo puorsan cwn
inleiesl ar by general sxcepled slandands (GilMagpio 1994, This neans collore dafines individ.aal

prefarencas and commuoni.y avceplend reslriclions on bebavicor.



Mleyor and Howan [1924] argue Lhol Lhroogh insdludenalized ryths and formal crganizational strocture,
eraanizalions pain lepilimacy and slabilily when baing semoarphic with secially aceeated mylhs, Inoalher
vectrts, il # wspilzl man camply wilha mylh il gding A4 reason Toe exislence. | hesa roylhs see instilobionali zed

prececdusls, Lrehinigues, seevices, and programs.

felylhs mrs @ Torm el resulalive culluse, Le communily sceaplad resrcliens an babaviar, For axample, a
mylh car be principles of centract e more specilic, profesdonal roles ol praciice. These isgulaliva

elernenls alfact how The cormmuoni.y paerecaives organigdliong and how srganicalions wank o be seen.

Huallk  care professiorals use prassore proups,  couocsss, and caclilication Lo emphasice Lheir
preelessiralisem. ILodecines Trusl and egilimacy of ewn judgmeanl. Under siress ol compelilion, hosailals
cen rmprhasics Their herilage #5 poosadar ol haallh @i Tor The comenonily. Loordarlines The reason of Their
grislence in Lha communily whie Ihaie scononic reason ol axislence migh. be onder  debale.
Corsenguenlly, farmal crganisalional stroclures arg, e g pacl, Teemed indepandenUy el ralioal scoromicsl

chaices (CHiver 14991; Deephouse 150565

Herwever, under siress of The mackel enviraemsanl pralil hospilals fae Lhe need Lo spacialize, inoonler to
wa noenmpell ve advanlapes like soenomise ol soale and slandard galion advanlapges (Slinchoembie 1380]
&Ancther consenuenice of competition is that prafit hespilals skirm Wheir palienl mic and specializa Oglahare
182510 This means Lhal hospilals are parlly doven by cconcmic ratienality, cspecially profic (ospitals. Profit
herspilals are lans likely o wsea social aorpose as an argumeal Lo explain tha e erislenca in The cammunity.
Tarl of the nylth ol & profil kospilal s o nake prefil foe Their shareholders. This maans Lhal campealition
dlfecls beooe | hoeipical will use Uweir cultose in Their advanlape; Therefere, vompelilion alfacls rarps of
serwice. This means Lhal hospilal bawve Lo balancs the legilimeey advanlages of myhs with Tha slowsises of
Lhe maikel environmanl and econemic raticralily. Based an Lhis discussion, wee can ormulale the fellawing

hppacsLhesis:

Hyeern el 0 Mol feespaitods i cornpreiuve goeennmend bowe oo frelobivele) smatlien reoge af secvice (han

prenfl Bk pntals et aneler coempe .

Wie baver arpgued Lhal the collare o”an individoal hospilz] s allec.ed by Uhe dillferenl sincal puepose and that
competitian aftects the range of service ot prafit hospitals. Howesver, tae market anvironmeant is nof the
erly gy ronment Lhal influance- 3 hospilal, The olose socal cenlext of an allianos crealas @ gooeup al
herspilals Thal can sceed The {divect] marksl gnvircnmenl @nd Tooms @ canslilulive cal e Lhal is eguaal o
all members al The alliance. In Lhe el seclion we will @agos Thal hospilals thal ars par. al @ alliance aill

b vawe similarly in Lerms of wlliciency and rangs of eovice.



2.3

Sociclogical approach

Organiealicnal formes sludied Tror g secio ogical aaproach can be shodied Leeogh e relacional link with
elhers, in Lhis cass alliances, An slralepic] allisn:e s a “velunlary arrangemeant balwesn organiea.icns
imvnlving exchanye, shasing, or o developrenl of aesducs, ehrologies, or sarvices” [Gulali 29930 The
razsnt wery we ook At alliances is Based on the ambeddadness ol economic aclion nosocial canlexl
faranoweller 198521 This embadeedness theory sugyests that acanomic actian =zn be placed within thea
ralalioms balwean individuals o balwaean orgarizations ndg sense, Lhe relation belween aclors inflluznces

ecencmicdl chio ces, Howeewer, social vefalions will alse creals @ common corslilulive cullure.

Granowaller (1584 srrephasicas Thal relalions belweaan lrms are moie imperlant Chan personal relalions
whean leaking al ezenamic actions al crganiglion:. kamining zlances can lead to A more comprehansive
wisw af Lhe sbralegic behavior of Ticrms (Gulzali, Mohria, amd Zahees 20000 This neans thal an allianes = a
social context tormed by sooal relstions betwaan arganizations that directly influence the econamic

haaavicr and cultere within the zacial coentext.

In Lhe presvions Lwa seclicns e t@vs argoed Thal, in Lhaong, prafilznd nee prolil haspilals have different
guencemnicdl culoeme and dillsrent vullural purpose. We have choser elTiviensy and rangs o7 service [
rapreseal Lhe d Merences in ewnecship Lypes, Since The alliance embecs economic behavicsr and colloral

purpose, hospilals withioan alliance shoold ke egoal in economical @ cullural Lerms.

ITh s means Lhal we arpue thal hespilals mimic behavior Comoalher bospilals We are inlarested in o whial
grlenl glliances miric Lhe bebavioe ol their social conlest and Lhair ma kel anvironmenl .

mlirmicking behavio is a soralegic choice Lhal oooors whan infermeasion aboul o marksl s scarcely available
and nncertainky is high. A2 A resuls, rational decision making is hard. Indead, the uncartainty in tha health
care mar kel is high and infarma.ien aboeol eepenses or demand imperfecl, Lhos mimickiog besvior can bs
gxpected. As 2 result, hospitals Inck in the'r e wirsnment to fird Retter practices or results and try to copy
them. This mimicking achavicr of hospitals rens through Lheir nebewoik Lies |Golaskicwice arnd Wasserman
10&79). This mmans we suspact that m'micking behaviar occurs wilthin Lhe marke. erwiranment of allianoes,
Wie paplain Lhree bases of mimicking behavior: Tregaency basad, rai. basad, ane ooloome based imilalion
{Haunschild and Miner 1007). Although the identficalion of The differenl imilaticns s nol pacl ol Lhis
resedroh, Lhe dilferenczs belween the Lhree bgses af mimicking bahavier give vaslol examples aboul haw

alliancas conld be mimicking.

Quleeemea imilalion @assumeas organigAlions mimi: bekaviar ol olthae organisatiore whosse euenomic relurn is
peodived L bie Lhe basl, Ailh The economical @apraach, we have explained sceromic relurn hoeagh
efliviewy sceres. Zinee alliciency informatien can ba oen as compalilive sercilive informalice il is mome
likegly Lhal Lhis kind af information s mere raliaale Tor paines and shared with more ease wilhic 29
allianue, 1Ferelore, an alliance could allosste slicenl processes wilhin Their social canles.. An example
wionld be skirming ol unprofiably raabmants ram aeslil argani@alions o nen pielil oeganigalione, s wis

repeirlend by lglaharl {1580].



2.4

Trait imitation assumes crganizatiens mimicking characteristics of corpetitars wthin their cnviccnment.
These Lrails can be siee, slalus or lachnical procasses. An example of Trai irilalion s copying #epansion
plare e cemaelilion, allthoug This could alsoe b an srampls o eoloer s mimicking when high ouloome

i~ Enpeclad.

Fregquancy imilalion assumes organigaliones rimicking aehavior thal is aracliced by a large amoont ol alher
crganigalions. Foequent bahavier gaire legilimacy unlil il reaches o laking-foe-granied stalos. This means
crganigalions imilale Lhase Tor yranled bahavizes jusl becanse They are Trequenlly pracliced (Hlig-Lein
10&E). This last «iad o° mimicking behaviar resemblas inslilulionaliced mylhs Thal give organizalions

leuilir1Hey.

We howe arpguad Lhal becaose of e charsclerislios of the heallq care markal, hospilalks el o nimic
biethawicer. We have sousesled This rmimicking behavior Le be more aressnl wilin an dllisnoe, since Lhe
mewerk livg belweasn parlnars ara slronger, From 3 socialogical poind el view ws can lormulale Lhe

Tl rige b sl hesis wbenul s lliances:

HymirtAesis 5: Raspitals wirhin pr aliiance ore relaiively more offected Gy mirmcking tehovioeg moking the

efTieseney sures aod eonge of JErene moee alive.

We argue that resolrce sharing and troit skimming are of more importarce it o igh competition
grwircnmenl, bevause hey dre assenlial for suivival. This sugyesls Thal The markel snvironmen. i allecled
by allimnc ks, We drgoe Lhal «ff ¢ ency and range of service ol an alliance is allecled by tha daminanl parlner
or Lhe daminant aliances 1 Lhe mackel anvironmenl. Because compelilion wilthin aed colsice allianoces

increases jusl by Lhe presence of an alliance, crusing hospitals e react Deeland, Hill, aed aidyanalh 2002,

Hy I RS {0 G0 @ coenpelilive gneiraemeal, ailinmees o refalively e offeefed by mimiceiag hehawior,

rensleing (he efficemey suoren oo conge mlseneice enoce nlike

Wia have a gued Thal allianees mimic elfcianey scores and ranga af servica wilhin Lheir allisnce and inoa
coMpetitive enviranmant. In the next secticn we will explair why The Free appooaches af The MBI pive 7

e cormprehens va view of markel behasicor ol hospicals

Conceptual model, synthesis between the approaches

The cancept ot the MMM is 2o farnm o middle caurse for the thres approaches as described in soctions 2.1
Lo 2.3, Inleraclion belwesn The appreackes allows Tor moll d mensions solulions withool being resl ricled
by undermining basic markel fxsompliees, which are @lled the ondsrocialieed and oversecizliced aspacls
el emonomic behavion, In This ssclion, wa o will gaplain Those lwo undermining mackel mssomplipns @nd

grplaii he added value of ke RN
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Urnidersaciolized aspect of econoeme befiowor

Adarn Sl {1982] argued in Lhe “The weallh of nalicns” that pediect intermation and aerfect competition
i Lhe basis Tor @ Iree markel enviconmenl In Lhis markel craicenrienl, an insisible band sill lead Lhe
miarkel Lo a slable aptimom. The idea al The invisiale hand Torms Lhe Basis Tor classical escanomic Lthearny,
wehere erencm coAction s A rasull ol Alomized human aehavier {Granevellar 1984550 This implies Lhal social
ralalicing are no. an ireporlant parl of @conemic aclion. This 6 called the ondaesocialiced concaplion of

humar aetion and s mees. appropriale Lo Lhe soanamic approach.

IThe realily of Lhea heallh care syslar s dilacanl, cansad by uncerlaindy and impeefact infaemation {Armow
1563]). Undar Lhis uncerlainly, arganigalions find & oy Lo make Lhair crgan calion soceess ol bar gxample,
by ma neainirg relatiere balaeen soppliers of medical prodocts and hospilals W coeate 8 bomd of st That
decremses uncerla noy aboul Lhe delivery of malerials. This has a direcl effecl on Lhe repulalion of acth
pacl gy and the 2cenomic aoloomea ol Lhe hosp lal (Saxlen 1937, The discessed soenomic affziancy

comparison belweer ewnership lypes fseclion 210 leaves rolatiors and cultaral ditterences underosposzi.

Cheersorciolized aspect of sconoeriic befiovior

The fendzmenlal basis of The cullural and sociologicl approaches lies in the oversecialised concaplion of
ran [Wrang 19481). Thi= conceptinn implies homan ba~avier o he ovarensilive la regulalive collure.
Syslams, new neeems, Ard waloss dre credlad jusl o be carmoalisnl with Lhe geaecal acoeplad apinieme of Lhe
coenmily, ewen wilhoaul coaslioning These apinicns {Graoveller 1984%), This is in conlrast o real lie.
Indivizualism i parl of buman bebavior ame raticnal bassd eoenomical chesizes are made by individoals and

Lharalore by crganicalinns. This neans Lhal disobediencs Lo regulal ve cullues dees happen.

Granowal er (1984} supgesls Thal dispbadiece can be axplained hrough the secial conlaxl of the aclors,
Acting 1nosoc Al exceplion rules wishool soceplalion s called Lhe ovecsosialisend aspecl ol sconemic

hiehavicr, becacse social excapted values are the rles ol woich all beavior s sobordinglea.
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Syrthesis betueen the three sporooches

Gotl ower and undorsecialized conceptions wiew huran Behavier as subordiaate te the opinion of the
coenmunily or la The wdsible bhamd of he mackel In cealily, social conleel alleses Tee dispbadisnce af
weeral mAeeap.ed rules, This means Lhal hoespials will nal ahwiys showe he erpected palleens aased on

Lhacirize Lhal hawe undarmining markel assoriplicns.

In resalily, Lhara s inleraclion belween scenamic and non-economic Taclers, bul Lhis inlerzcdon is band o
showe (dalices L8R An example would ae the mimicking behavicn ol hospilals based on Lhe soceess of &
herspilal. Thiz economic behavior can be observed 0 the markel enviranmeaent by all alther hospilals
presweking inleraclion belwaen all hospitake Th s sugges.s evary “special calegody of scoial relalion® oZelicer
1583] L inleracl wilh econemic aehaviar as @ resoll, Forlonalely, Lhe Lhres approaches all have claar
waiables Thal can be maasorel, madng meeny zpareach 4 powee Lol Toe axplaring afficiency diTarancas
hetween haepital ownarship typas, When we are able Lo axplain unespeclad resolls rom one af Lhe
dpprroaches by osing The resolls rore Lhe ol ee Lo, aee will have shown Che added value of The RRIR {zes

Figure 1.

a Multiple Market Model N\
/ Added value "\

explanation
or extra
argument

\ Interactian

Firure 1: hMultiple Marvket Madel



Introduction to the background of this research

Wes e e sur researck wilth haspital data Tram the slale of Florida, LS, We have crosen o LFe slale of
Flesricla since il hias a [ree heallh cace mackel envicsnmenl Qbservalions in & liee markel envicenmenl arm
lesl conlaminglad wilh exlereal ivfleences {like gevarmmeant inler Tarenca], which meeans thal heinflluence
el The invisible bamd can be etserved in Lhe Foerida markel enviconmenl. Florida s also an inlerasling
locaLiomn Tor This research, sincs Lbas many dilfarsnl hospital lypes Therefore, making comparisen bataesan

herspilal lypes possibla.

In This seclicn we give an oversiew el Lhree parinds in he history of health cars in Flerida, Lthe ruolliple
herspilals syalam, Lhe convecsion mevemanl, ard Lhe Lhird malpractios crisi=. Bul Tiesl we show some

demographic characlarisl ca i lable 1 and inrococe some main derographic characlerisliss.

5e ecticn of Data; Flarida ( 20€4) LLE,
Sncin-Denmoyraphicg

Perpulation 18 Q00 100 260,000,004
Rezidants Below TO0% Powvarty 12.R% 13.3%
Lnamploymenl Kals 3A™ L1
Medizn Incorms 42433 546,242

Healll spendilure
T cunlage personal iroome

%4, GO0 per capila (20401}
10204

$4,341 pa- cap'ta {2001)
14.2%

Haaltl Status and Access te Care

Inlal Hosprilal Beds 4235 2804
{ Ter LODA00]

Acdults wha rate their  health | 53.564 Tl A%
alalos ae Cexcellenl” of Mwery

aond”

Chronie Bisedses

Obese [ANI130) A2an xa.an
Hearl Tailure dea h rale LR 19.4

{aga-adjustad; par 100.000)

Takle 1: Lhavartersties of Flovida; S$ources: ($tate Center fow Health Statistics 20} (Sfice of Msnning Evsluation & Data
Analysis 20071 L5, Cansue Buraau 2007}

Flerida, one al The seothern slales, had a aepulation of 10 billion in the year 20000 and arcond 18 billion in
Lher wesad 2004, OF Those residals 16.8% are aged aoowa G waars, The ggeing populalion canses esdra slross

e Lhe heallh vara syslam.

I ol aroud 2,000,000 resident of the slale Flecida undeiwenl a medicel procedore in The year 2004
Pa-canal health care spending was 5769 Billion in Flerida in Uhe yeae 2000, The Organizalion e Bconomic
Co-opacalivn and Beveloamerl [ORCD) bas calcalaled Chal The Uniled Slales bas The noesl espensive heallh
care sy-Lem wilh weallh care spending scoounling Tar 153% ol The gross domestic prodoct (GB1E] and Tha
highest spending per capita of §6, 100 in 2804 {GECD 2006). The GD? of Florida iz with $&50 billiar alkost as

high as the Methaclards, altaacgh the ketherlands spend 8.3% of Lheir G012 on heallth care in 2003,
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Cne ot the problematic chrenic discascs ir Florida 1s obesity. Obesity has reached epidemic propo<t'ons in
Lha L5, where an eslirale ol 20% ol the popolal on s obess. Beonomice cosle are escimaled sroond 3100
baillicin &rd 40 million wor alays osl annoally. Basides the heallh risk involesd aeilh obesily, patisnls sufTer
from ermalional buorden dus o prajudice or ciscrimination on thae job market (Wellman and Friedberg
20002} The sLlrass ol holh obesily and Lhe agsing population cat be seen in Lhe overcrowding sl emerpency
racms (ER]. Thase ER hava Iradil onal salely nal Tunclions Thal undargo capacily proalems due Le ecess

heallh cars demardd, especially in orban areas.

The Warld Health Qrganization (WHO] zrgues that tha LA can be splil inla Ihree separale parls: he rich,
Lhe awvsape, anl the poor. Cnly Che rich -lop 10%- raceive lap haallc cae and The pood -5-100%- receive

heallk va e comparable Lo Tha hezllh care ol sub-Sabaig Alcica 1] e economisL 20040)

In campar sen Ly olher U5 stalas Lhe slale of -larda s alaced a0™ on heallh apslem aedarmarce
{Caarnminrneces L bund 20000 amd Lhe LS. 08 placed 3™ in comparison Lo The resl al Lhe world, jusl abovs
Slowerin, ir Lha WHIT world®s heallth syslem ranking, Neverlhaless Lhe slale of Horida is w0 rising “Ydew

Snulh™ slale w Lh A high GGF amd personal incomes surpassing riesl alher 125, slalas,

The routbipler heapidenl apsbeeres (1065-19840)

During 13- 1980 Lo dramalic =lruzharal and ashavioral changes ceeorrad {Sloan and Wracio 1983},

The M- dramal ©ochange had an elfact o aroaristary hospilal: and corporla muolliple hospital syslams.
The small proprietary wspilzls ownsd by a hardiol ol decloes deereased in nomber. A prospose: reasoen or
Lhis drurerse is Lhe increase ininnowalions i1 medicing and Technolegy, which increased ha minimom
elficienl [im af @ hoespial making small hospilals no onger profilable. Molliple hespilal syslams {aeth
inveslor pwened, ard non peelil] semenged 45 3 resull of Tnancial berelils [Jays 19830 bspec ally in Florida
covald Lhis alfecl ba seen resull ng in 4.2% mulliple hospilals ayslems with moe Lhan thrae hospilals

{Cresiar L9E2

Ihes seveerd drarmatic changea vad an ellael on raditional bosiness alhics. Changes in The enviranmenl, such
ds medical innowvations. crealed demand Tor new Tnancia needs and sxperlise. The hospilalindestey moved

Levweards cosrmaelilion thinking {5loan amd Vracio 198 3).

Ina Lme el crowing markel Tunclion and alficiency thinking concarns about uncompensatad care were
answiored 2y government regulation. Two regulaticns were issucd. Medicdid was decided by the Us
gevernmenl in 194 Lo provice health cara Lo Lhe eleerly Jakove 65). MediZare was dec’ded by the Flarida

stzte [in cooperation with the LLS. government)in 1900 Lo prowvide heallh cars oo indigenl peeple.
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The cormversien crovernent [T250- 1900z

During the per'od 1980 199C Florida was cne of the tour stzoes with the largest aumber of public hospical
cowersinn towards profit organizations (Meedleman, Chelles, and Lamphere 1%%7]. Mest hrespitzl
comersions ceeor red ameng goavernment hospilals, Mosl ol lhese convarsicns werz described gy 3 resull of
Lha unwillingrews ol Lhe commuonily e provide 1@ suppoel. Bafoce The 18E0-1950 parind non profil
herspilale wers given Lax advan.ayes over picelil hoespilals, 8 lange parl ol Lhesa e advanlages disappeared
This mewnl thal some non peofil hospilals were o lenper soonemic feasiblas A given rgasen oe Lhe high
coewersicn percanlaps in Horida was Lhe [ack ol @ precess Lo menilor commonily aenelils or Lo averses
efliviewy canges wilthin ke health cars secler. As 2 resll researchars questionad Lhe remaining salety

re. Tor Lhie indiganl .

Comsenguence af Lhe non-inlarast ol The slals of Flarida in the conversian surge was that uncompensated
care in previous publc hospilals decreased (Mesdlaman, Larphere, amd Chellel 2959300 Althoogh il ois oot
clear it the sa“cty net far the poor was shreddec, it did howe an effect oh the copacity to serve the
community necds for uncampensated care. The capacity of the satety net was attfectee since the traditional
purpose of Lhe pubdic heapilzls wis ooarovide comenily wsallth care needs, Wilh the coenverkion el poblic

herspilals lowands profil beespilals capacily Ly provide puoblic bealth care wes los) .

Ihes rising heallk cace vosls, Lhe eluclance 1o prowide e benefils Tor poblic hospilals, Lhe conversion ol
Lhese hosp Ll L profil hospitals, and Lhe chaepae Business elhics Towands compelil on Thinking « 1 gave
Lha impressivn Lhal providing o0 the poor was nol pacl of any mission slalemeant. Ax 1 Goeldsmillk,
enLhusidash of Tree markels, slaled 3l Lhe 1985 Cormel Universily Medical College ceelerence 1 dan'L sec

Lhe rmar kelplace doing anylhing Moe The poor™ [lgleharl 19849},

Hail Ty Lhie 1880 mangge] care allecled he LA haalla care marked by ils grosaing nomber of gnrcllees,
Mlanage] care axisls in many formes, bolis in general a paymeant syslem basend on The namrber ol enrollees
insleand of the nurmaar amd quality of Trealmants, Dais bas Iransfoomed the hospitals ielo casl cenlers
{Shoclall, Gillies, and Devers 194945).

Formmer legislation rastricled managed care bul when Lhis legistalion chanped inlo encouraging preferrad
prewider orpganizalions (PRCH grewth of enisllees escalaled. This escalacion changad he FRICD markal {a
forrm of managad cargy Permilling parlicipalion of HMO in Madicars onder Lhe Balanced Badga. Acl of
1594 ¢ has reAade tha giowlh ol haallh plans comreplele, althacgh ragquirerents that limis s growth have nat
Lolally disappoared {Glied 2000].

& sceond reason for the popularity of managod care 15 the way it responded to the hoalth care market
charartaristics as reported by Arrow (1963). Manzgae care divides heallh consumers aooerding 1y visks by
muking seme packages more appealing lor cerlain patianl groups. This reduces Lhe Tradilional problem of
inloimaLion Aasymmelry. Manzpad care can redlricl, oy conbrecl, cosly lBchnolopiss, or slimuolala soaply-
side woml sharing. As a rasull heallh @i prowiders Fave Tewear incenl vas (o credls moee ranges ol saovice.

I his recduces Lha problam of moral hagand.
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Managed care has tocused corpetition Between health care providers hased on the maximum added value,
in sther word cost reducing. This might reduce the problem of fanmal, and in“ereal barrices t2 compekition

{Glied 20008,

The Lrars cermation al bospitals Lowaod cesl cenlaes —aosed by maagad care- Meled The debale sbool Lhe
qualily ard accensib lily of hea Lth cara, (Hher consegquence ol nanaged s lkac 1o hospilals narnosing Lheic
range o service Loosericrs wilh lower pipenses. The high cosls seevices wers placad oulsids e hosailal 1o
spevialisad Tavilil e which were presume: Lo be more cost allec.ive, The emply bods wil 1in hospilals were

reel deplaced, or ramowad, which increasad tha eecess inpalien. bed capacily up Lo 20% inseme hoespilals,

A peesilned iloalion oo sad Do 1993 e 2000 whan Lha prroenlage of MHE ol The GOR remained stable.
This =labilily was in ling wilh Lhe coanging @luee o Medicare Hea Lh Mainlenance Crrganiealion {HRAO]

b el L package, Lhe decling inpramiom, and s benelils since 1994 {Lamph=re 2l oal 1855

The third malproctioe crisis (200 s)

During thz period atter tae year 2000 the skable porenloges of Mulionol Heallh Expendibuic (NHE} spend
en Gross Jemestic Product {GIP) ended. The enc of the sLable expanses i ie | ne wil 1 the hivd malpractice
criin and insurance markal instat lily, zspecially Wis third o sis s imporlan., sincs i affecls Lha pericd of
Lis retearch,

Thes resulling markal inslabilily s relalad Looan increase ol malpraclicos insurance premiums, which caosad
Lemporary shoblemen of Gacilides, sark ralirament of physicians, and reladaneas o peeform high-risk
prueceduras [ Tharpe 20045 Fler da soale is oz of The 20 slatas in Call-bBlswn orisis, ercerling basw rate
premioms with S0 (Branowe, Gronk, and SMekaa 20065 The malpractice or =is has no negalive impact on

Lha rarge o sere ce inorural areas (Brosks ela . 2004].

Surrerary of ther bockgrereerd of thiv research

IThes slale af Forida ks @nd bad maay dilfaranl problams Tacing the heallh cars system. Cosls were Lha
raazen le gquastion Lhe organ sl o1 ol kaallth cara institotions and are sl A subjecl of concern. The

minlprachive crisis 5 =gen /e A divec) prabdem o the capacily of Tha heallh care sestam.
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Measurement and source of data

In Lkis chapler we will sxplain how we have measursd Lha depandent and indepandent variatiles and hoos
et Paws ol grled Lhe necessary dala, Wea wil slarl by presenting Che da.a sooioes We will Then explain
bense wee havs measored Lhe indeperdant variables al which somz are used in mare than ane approach
within the MR Finaly, we will discuss how we Fave measurad the dependant variables. We will diqw A
ceelusion aboul the rsasurament ol efliciancy w=ed in the acenomriel and socielegical appreack

Full Time equivalenl [FIE) is excloded Troem the measuremrenl al honan reseurces, becacse of Lhair high
woralalicn wilh tha numbar ol beds wilhin a hospilal and because of dala constrainks: o1 homan resaoros

co leclion. This leaves Lo ircial and wo ool pol variables Tor Lhe allicigrey messuremer |,

Source of data

The dlala ueed lor lesl the hypolheses was primarily colleclad Trom he inpalienl dalasal o Lhe Agancy Tor
Heuallk Care Adminislralivn [AHCA)=ee diszlaimear in The appamlis), the Amarican Hespilal Bireclory (AHLD)
webisile {2000 and the AHCA (2004} poblic Horids hea th compare waehsile, The LA Cernos Butean
weabisiLe amd The Dapactment of juslics weahs e were dlso osend e collecl data.

Wie assume The collecled cala Lo ba walid, a5 hespilals are compellad by s Ly provide dala Lo Lhe AHCA

and ta the Flarida health compare database. The AHD website clairs to use only reliable sou-ces.

Tabla 2 gives an rvanigw o the used wva<iahles, their vames, and their scurces,
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4.2.1

q.2.2

Variable marmes

Saurces

THArs

Owenership:

1Trafil:

Pruprielanyg hospilals

{Curparal o, Parinership or Orherd
Mon Preodil:

Gomver menlal Hospilal

{ JislricL, Cily, Couanly, Slale or Clher)
Wolunlany Monpreeli.

{Church or Olher)

- Amarican Hespila Bireclory
wahsite {American Hozpital
Wiraciory 2004

- Apenuy e Heallh Care
Adminislraticn (Age ey lor
hiaalth care administration
{AHCA] 20 ¢

Rercent, 2007

Alliances:

- Individual websites of
Hesapilals, and A5

Rercent, 2007

Metropalitan Statistical Areas:

LLS. Cansus Burgao (LS. Cllhice

156 cf Wanagement and Gudgot 2008 2004
{0 ) 00

Lize:

Murmibser el berds - AHTA 20401-2004

Competition: Derparbime1l ol Juslica (Juslices

HHI 2404015 L040-2004
Cower 3lory {Rheades 1553)

ElMicienoy: - Amarican Hespila Bireclory

I nput: weebsile {American Hoepilul

%1 Generralfsurgical keds
W2 Spevial cAre beds
Qutput:

¥1: Momber of palienls

Wiraciory 2004

- AHCA

- Flarida Geparlmeal ol Heallh
{-larida Deparleenl of Heallh

Rercent, 2007
Rercent, 2007
Rocent, 2007

¥4 Lerglh o7 Slay {LDS) 2404015 20400-2004
-AHCA 2040-201004

Rervice Mix:

Rage of Serwices - AHDA 20001-20004

{1510 23-8-Chl Chiaplers)

Table 2: Varisbles and Sources of Data

Measurement of independent variables

In Ihis sec e, we will 2epRin Lhe measuremenl of Lhe indepsmndent variables.

Charresrsbripn tpepae:

Crwrership types were collected from the AHCA Flerida health compara site and from the AHD wcbhsite, &
hespital has anc ownership label taat docs not chaqage over Lhe pears, becoose only reeent [or unli inactive
slale] infosmalion ceuld be collaclad, We presuoms awnecship lypes did fol change [igeif carlly in Lhe

pesien: ZO00 1o 2004, This azsurmplion is reascenable, since mosl ownarship conveesions bove slopped aflzr

Lhes wear 2000, which is belore tha slodied period of This ressarch {Reb neon 20045

Allzrniee

Alliance: were cellaclad by visiling The individoal wehsiles of health prosdders and organizalions.

Wia asqume hompilal websilas La give iqlormation shaol Their bepe of alliance @nd whe are Lhe parl cipants.

ITnoall @nee = manl ondl, fo alliaece s presuomenz, bMoosl recent alliance dala was cellscled, This maans we

will compare Lhe ssplanalory variablas ane dependant wariatiles Tor Lhe year 2004,

Wi idenlily live combinalions ar ypes af allimnees:




q.2.3

A2

o Uniferm alliances conaisling al oaly aro’il hosgilals er onbe nan profil haspilals (Two Ly pes;.
e  Comb red alliances dominaled by profil Fospilals or dominated by non profit hospitals (owe
Lypes).

e Comb nad alliances wilh ne dominaling cwnership lype.

Metropalitan statistice! e

mlal -cpolilan slatishical areas (MSAT wiere oollecled Trom the 105 census burean and are delined by Tha
Olice ol Managamenl and Hodgel (OB The MSA deliniliong of 2004 we e used 3w 3 relerence, which are
brasend on Che 2000 BMSA standard. The MSA concepl has been socoessfol @ o slalislical reprasentalion of
Lhe social and scenomical Tooges balwesn urban oorss and oullyiag inlsgraled araas [Federal Repis.er
240001).

Foor slalislical reasons, wae of A Iogislic regression, MSA s a e dicholomised. Cal-oll peinls are areas with
muoera Than 208 hespilals, whera large WM2A% ara lshaled 1. The MSA that are laheled as large are: Mizmi-

Feart Landerdale-Pomparo Geach, Saratosa-Bradentan-Yenice, and Tampa-st. Patarburg-Clearwatar.

Competiiion
We yse the Herfindahl-Hirschman index (HHIY 70 measure the leve of concenlralion inoa markel as a
measuramenl [rocempelidon. The HHE has baen sl in mos) hospile nackal stodiss @s 3 prossy of
rmenapoly powes and compatiticon (Dalmau-Matarrenda and Moig-luney 1508). The HHI is dafined by
squaring The markal share of gach Grmoand Lhen soriming The squares, as presented nolhe [ollowing
Figu-a 2.

n

HHI =3 S}
i=1
Ficura 2: HHI

Where 5| represenls Lhe macke. share af Tiom Fin WS4 fwith g lokal ol a eme in Che maikel,
Wie v miesmsured raroel shara as a penenlage ol share aof Lalal availabile beds of the arganizalion wilthin
Lhesir b15A, o sLale wide lala o D sckharges can alsio ae used g5 9 medsurement ol markel share. bul because
el ke heleocgrness: lrealmeals causing wariable bias, beds were chosen [Greasen e, Ropowski, and kscarce

20604,

This HH gives weighl Lo larges Toms wilh & high cantriboien o he coleome in leemes of production anits, in
Lhis case Lhes Lolal nomber of palienls. beanormic arpomenl o Lhis weeighl is Lhal wilk arge Ticms contoolling
larye porLicen of The ouleerme, compsalition i Lhe markel will be owaak (Rhoades 18%3). 1 HHI reRches a
mazirnurm ol 000 (O Tim il LO0% af oaleame makes 100°- 10,0008 @nd 8 Theorelical minimom of
zere. Far cxample, 100 Firms with cgual market share will hava a3 HHI - 140, This meaans a lower HHI
represents higher competiticon. The LS. Depzrtment of JusTice and tre Faderal Trade Commmission uses the
HHI 1oz delecl unlawlal mergers, am: slales:

e  HHI aqual or helween 1000, and 1300 1o ke moede-alehy concentralaed fie oo sLedy e

Corpetition),

e  HHI abrwa 1ADD poinl kighly cencenlrale: (in oor sludy competition).
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4.3

4.3.1

4.3.2

e HHI belaw 1000 poinls nel cencand “dlad (in aur sludy oo competition,
Wie have dichotomized competition, Recause wa will use a Ingistic regression tn mersure the predictive

cffect ot competition on efficienoy.

Sizp

The TeLal sice ol & hospilal was measured by The Lolal romber bacds o7 Lhe srganicalion. Presious resaanh
raporls Lhe e Ticienl number of beds Tor Fospilals i barween 200-300 (Wang et 2|, 1700]. We Fave divided
erganizzlions in Lhree calegories: l@ss Than 200 bads, wquoal Le o belwean 208 and 300 beds, amd mere
Lhan 300 bads, 1o perlorm lopistic repressien, wa tave dicholomiced tha Lhree calegoeies inlo: egaal looar

[ess Lhan 300 becs, anad more Lhan 300 beds,

Measurement of dependent variables

In ~his saction we will @xaim na the measu-anrrent ot the depeadent variablzs, Brackets Behind the header ot

Lhe subsewtions ndicale The apprazca lor waich Tha vaciable s used,

Efficiency {Econoemical ard Seciological opprooch)

ElMciency s dalinend ax ellive lechnical e Tidznoy, Technical efficiency s prosducing the magimom amoont
el culpul with a minimal gmooel of inpol. An organizalicn i lechnically efTicien) whean il oparales o1 its
preduzlion frantiar ckallingsacerlh, Dawsen, and Maniacakis Z999),

The second type nt atficiency is allocaticn efficizncy. An organization is regarded allocation eficiznt when it
mivimiges vesls wil @ cerlain price ol pol, revenoe o oulpol. Technical and a localion wiTiciancy
coonbine: are called overall effliciency. Technical 2Mciercy 5 a mobosl way o ocompare group:] hospilal

lTician e [Hollingsworth and Sloeel 2006

Dt Erivecfenprment Ancrliesiy

We use dala ereelopmeant analysis (BEA) Lo measurs lechnical alficiency, since Lhis is a robosl wiay Ly
measura peneral hospilal groop elffivienciss (Follaad and ONer 2007; Cheean and Luka 15%2; Hellingswoeth

i Sliezl 2006,

kA whes dacision making cnils [ORALE Thal can have mulliple inpols and muollale oolpola bnoeure resaarch,
Lhose DivILs Are sspresantad by The bospiaals, BRA migasuras ralalive prodoclion [fonliers csing weaighl 2

inpuls and aclpuls, he weighl of Lha reseorces = celined by Lhe GEA model (W Rsseraqr 20005

max /, (u,v) = Zurym /Zvj'xio
subject to
Eu,ym /Zvjxio <1 for j=1,...,n,
u,,v;20 foralliand r.
Figura 3: DES wmodel by Coopear, Seiford, and 2hu (2004}
LEA seollwar e caluulales L miasimuom ol 8 GIL Es The sumcalweighlad colpol wy, divided by Lhe sum of
wetishled irpul vy f5ee Fgore 3]0 This caleulation if peefoomed undase Che Tollowing resorictionas EMciancy

cen nal be larger Than 1, and Lre weigh, al @ resoorss s presumed Brgae Chan O [Ceopae, Seileed, and 2ho



20004} Ferr Turthee reading we supgesl Coalli {15%8) Mo an inlrodoction oo BeA, and Wassanaar (2004) Tora

tharoush cxplanaticon ot OCA and DCA scitware.

Aller cheosing thae DML we beve Lo deling inpol am: pulpol svariaalss, Since we esclude 1each ng
herapil ale, we can deline pulpol varidalas as Lhe length of stay of all 2atients (an undesirable ootpuoty and
Lha 1otal amount ol palienls Tredled of evaoe BMUL Inpul variab es reprasent The hosp Ll rescodoes;

weorrk for e ard nalerials [Beds).

Dala on homan rescurces: could nal be cellzeled o Lhe yeaes 20600-2004, 50 we have caloulalad Lhe
co-ralation bebwesn actual resaurces {see Figure d). Beszuse human resoorces show o high ceealalion
{ arge then D.5) with material resourzes, we ran exclude human resources Troem Lhe lechnical efMicieney
dndlysiz. This makes Lhe individoal lechnical alficiency ek aucorale, ol This bas no major efTecl an Lhis
resgdrch, since we are inleealed e ocomparing grooped  hospitals We are inleeesled in e relalive
dilferenee balwea groups —weership bypes- instead of laiming efficiency ol an individual hospital aver
elher hospilale, Besides, we oae Lvo olther appreaches scolloral and seciological- 1o make aur sLalament
dbinul Lhes oi Teranoes bl wean amne s ip Ly pes risne accurate.
Surnmarizing Lhe chosen inpul and oolpol variahl=-, wea state:
| nput:

e k1: Genrralfsurgical kads

o X1 Speuial vare Beids
Qutput:

o  Yl:-Mumber ol palignls

e ¥2:Lenplh o Slay {LDS)

Generalf surgizal specialf long
Pearson Carrelation heds rerm lecs FTL 5tafting FTE (Hhers
Ganzralf surgical beds 1 A4 TR LAR[*Y
Spacialf Inng term bed= A4 1 Hh2[*) 4130
FTL Statting SET 1) G52 {1¥) 1 B12[1)
FIE CHhers AR YY) £14304 ) A12(**) 1

Fipure 4: Surnmary of correlation benween inputwarables; ** Correlation is significant at <he 0,01 level [2-tailed).

DEAtrantier ™ sotbware was used to caleolate DEA in Cwcel. TAis application’s main advantages are the
calculaticn ot slack, envircrment variables and undesirable madels [we will discuss Thesa Lar ns Torlthze on).
A dinncdvantaga ol Lhe sellwars vasio as hove used, ik Uhe rmairmorm ol 200 DM Foer Turlhear reading on

this pragram, we zuggest Zhu {2003).

A assumplion ol Lhe GEA me hoedd is Lhal decressing inpol and incressing sulpol wil lead Loomoere
glficiecy. In s raseacch, LS does no. necessary resu Lin @ posilive @ Ticiency when iLincraases. This s
called an undesirable varaale, Therelore, we have wsad ar uridesicable BEA nodal where we car indicals

such undesirable variables and =Ll caloulzle Lhe cosl Tranliar




The DCA scttware lets us chose betweoon output or input models. Tae distinctior Botwecn both models 1s
deflined by wha, The organicglion inlemds Lo rmasimics. The colpol meadel s chosen becaose we argoe Lhal
Lher hesspilals goal in Lo help as moch paliants gs oacasible. hiz maans oe sosaecl hespilals la mazimice Lheir
eulpul wilh & given inpol.,

Secondly, The BEA sallwaia lal us chose aelween caonstan, ar variable relurn Ly siale (0BRSS The dislincticn
bieween bolh oplians relies on The questicon wheather corganicalioes of o Merenl siee can be seplained
wilhionl bimsed allacl VRS i chosen bacause we argus el hospilals can be basl compared wilh hospila s
el Thie same sice in lerms al irpaland aulpul variables.

Ihevalore, we have chasen an culpol eavelopment modal with a variable return of scale (VAS].

Belore eeplaining Lhe calzlation and use of elliciency acore in This resedrch, we have Woodisouss Lha
disadvantapge ol Lhe chosen OEA medal The DA analkysis, in g2necal, s sensilive Lo oolliars, bacaose of The
grlreme wily L uses Lhe Tronlier melhod, There are sasy amd eMcisnl meathoeds Tor compansating Tor
eulliers, bul with hese rwlheds super gflcisnce mos) be caloolzled {Bznker and Chang 2006 We: did not
fimd & way Lo caleulated super 2liciencie: wilh e chasen ualesicable o pol YES OkA musdel. Therelore,

eulliers are nal compensaled foer.

Aller choosing Lhes JRA muoadal, efficiancy seoeres 1an ba calculated. Far every year, anz single average
efficieqcry soore For the tota hospital sample was caleulated. The efficiencies were calzulatad by DCA

trontier settware, which is ar add-in of Microsott Exce .

brwironmerl dislorkanee on efficiency differences can be caloolazed with s twa-stage nethod (Coslli, Rac,
and Batwese 17038). The first stape is calculating alliciency score; Lhe second slage oses 3 legislic regression

msddel Lir prendicl he @Mecl an Lhe explanalary variables.

Ther Tirsl slep involves Lhe caluulalad alficienoy score (92). These elTiviency scores are dichalomiced.
lechnically efMiciknl @ra These hoespilals wilth eflicieoy scaore of ones Al olher hospilals are regacded
inefTicienl {Coaoper, 3gilard, amd Zho 2004; Chegen amd Cezan 2002). Thos, The Direl slep gives A soora ol 1o
Lechnically efficient hespilals, waile 2l olhar hospilals are piven 3 score al 00 The second sLep usss logislic

regression o predicl ha e Tacl of The axalanatone variables o9 alliciency (Chaean 289538,

& disadvantage af this method is that it gives confaminated results wher variables ara tighly correlared,
wehich in parlly Lhe cese Anolhae disadwanage s Thal il parlhy ignores slack. Adwanlapgss, on Lhe ather hand,

include ils simiplicily and Lhe wide va<ialy al reszarch Toewhich il car ba osen:.

A omerlionad balore, Lhe abilily of Lhe GeA solisare Lo caloalale slack i o big atvanlage. Slack is Lhe
darmnounl wl resources Thal shoald be decreased of nersased inoerdae 1o pefoem on Lhe splimoam oesl

Iroanlier.
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We azve chosen a DCA maedel that fits the data, s able to calculate technical efficiencies and car reaort

which resources should ha alterad ta bercmea techaically efficicnt.

Renge of servte (Ecaromcal ard Scciolegicol oppraoeect:)

The dependent wvariable range o servicas i defined threogh ke 10 chaplerss of Lhe Inlernaliongl
Classifivalion ol Biscascs, Ninlh Bevision, Clinical Medification [ €CD-8CN;, The ICD-9-Ck consists —far oo

el 3 classilicalion syslen Tor surgival, disgneslic, am: therapeol o prosedoras,

Wie measard These chaaleis by measocing Lha nazimum nombise el differenl groups inoa bospilal eees 3
yerar. This medns a hospilal hal uses Lac chaplers, ore ol which s osed arly onea 3 year will be givan a
range ol service ol 2.
Daprmding on the numbee of 100-9-C8 chaplers, Lhe rangs of sqovioe a hospila offars will be Fipher
Bemzuse e range of servieas i no, nacmally distriboled, we geeup Lhis vadiable inla three calegoerins,
I hese caleyerivs are basad on a hislog-am al all haspilzls Tee @ yearoWe noliced 3 peak o aolh ends o7 The
Lolal numbier el chaplars uaed. haerefoee, we classilied The chaplecs inlo:

o S | rangad hiespilals have lass Lhan & chaplars

o nluoerale ranged hospilal- have belweaan G and 10 hapters

o Larpe raqgend hospi.als have 16 or 14 diTeranl chaaters

Gesides being Eroupad into three categories, the range of servics is a sn dichotamized to e usad in logistic
rogressian. We Fave groupsd small against large, with o cut off peint at § d'fforeqt chapters with large
labelad 10 Ard we have prouprd large againsl snall, wilth a col-afT peind al s dilferent chaplers, wilh large
labelad 10WW0E Lhose Lo groups we san cempare The ellec. of the madialer group on vany small rargs and

werry larzge ranue hospilals, as wall @ the @llecl an bl erads ol range of service.

Statistical approach

Wia will use Lhe slalislical sollware SPES To support our resu t5 Aand Canclusions. Cicaptional methods will ke
descriaed separztely for cach appreach.

We wil wee dalu cnvelopment amalysie [DEA} sollware te coloculate the dependent variable: ctficiensy.
ElMciency sooras ara caleulaled for The lola populalion for ewvsey year of Lhis reseanch perml. This means
weet bave ran fve elMlicieny soore caloulalions.

Wie will Lae AHCA inpaient dala Lo caloolale Lhe range ol service o7& hospital, Seclion 2.2 disousses why we
hawe chesan Tor rangs of service Lo ba The dependent variable.

Aller dascribirg Lhe rasulls of Tha Dist Tour bypolheses, 8 post e Togisic regressio wll be perlormed L
evaluale Lhe pradiclive power of The sxplanal oy variablas.

A omendenesd belfore, we will use individual bospital websiles o collecl al znce inlormation, The alliance
infoimalizn gathergd is recenl nlermation, bol will ba compared with «Mc ency inlecmasion amd rangea of
servics infermalion ol Lhe year 2004,

In he chapler conclusion nd discossion, ha added valoe o oo approach will ke dasoribied,



4.5

Research population

Thes research popalalion is basad aninaal enl - and srganigalional inhermalion al all hespilals of The ztace
of Herida Lhal were aclive Tad ane, o few, or all years during The pericad 2000-2044.
bxe uded are:

e ledthing hospilals. Teaching hospila s were exclode: Trom Lhe el cienocy shocy, since Lheic
rasources Are alsn used (or educalion and therelore cannol ke comparad wilth non-leaching
organizations.

e  Freestanding amhbulant surgical renters {A5C). ARC heapila s were axchided since Teeo lille

inforrmaLien could be cellzclad.

This means that faur typas of hospitals a-2 part ot this research popelation: Critical access hospitals, long
torrn haspitals, psychiatric hospitals and shert torm acutc care hospita s, Gecause of the twe oxceptions
menlizned above, rehabilitalicn hoespilals are eschozed Tram Lhis ressarch populalion. Hospilal based ASC"
dre only incloded T they shared The same AHOS 10 wamiben, This resolls inoa research poaulalios of, o9

dwerags, 165 (5. 2] hosp Lal-



5.1

Results and analysis

In This chapler we wil prasent Lhe resclls and analysis of The hypolheses Tormuolale: in chapler 2. Hrest, we
weill gives 1 desciplion ol e research dala. We will specily the dilferenl hospilal lepes, show Lhe MSA'S ina
o npelilive srvironment, give @ descriplive of Lhe alliancas ard spacily The variablas thal are ased 1o
measura the eiciency scosa In rthe infraduction to the data, we will show that etf ciency scores ditterences
dre signilicanl Belweasn hespilal ypes amd oorelalae o casemiv dillerences, Therefore, we Tooes our

dndlysis la sherl larm foule care hospilal-.

Submeguently, we will analye the hypolhases ane by one. Aller Lhe frsl Lo hypolhesss we pive a small
coaclusion and caltilate the predictive vzlLe. We concluda Lhis chapler with a summary of Lhe resulls and

analysis.

Intraduction to the data

Thes Lvtal norrcagr ool poce il and nan prolil hoespitals shovae LU= wacalion over e years. The dilference in The

Lolal armewnl of hospilalks has @ reagimom 3 hoespilals wibin g year.

Wie Arakyee effiviensy dilferances belwaen hespilal lypes and ase mi vandablas, since The raluss ol Lhe
illress inflluences Lhe [englh of stay am: tha elliciency score. Long ferm hospicals will not have the samc
amaount af patient discharges as shoit term hospitals, becacse ong term patients obviously have a langer

stzy at the haspital than shert tenm patients. Theretars, officicncy scores will be difterent.

The rasulls o compaiag alliciancy with hespilal bypas shoe laree allicianoy o Marences Thal ara anly
ralalad la the dilfarenl lypes. La Tur b seppeel this slalamerl we havs lesled cerralalion belawsan Dwe

casemix variables and allicienoy.

We hiava el prroenlages of pal enl™ labaled emecgency and pal enl lenglh of slay (LOS) lengae Than 2
days w5 Lhe Lo case min variablas, Wa per lormed repressizee or e Deor heepilal lepes Tore The years 2000
and 2004, 05 lorger Than e days had a small alfael en allicianoy Tor critical scesss hospitaly wilt g
conflidence inlerval o = L1 Tor bolh yasrs, A soaller plol aazhesis of oridcal access hospilale proosed Lhis

dilfererce T ke (L03 alicienoy poinls.

Al plher hospilal lypes showed no linear ralalion kelween Tbe cass mie vandables amnd «lfiziancy, This is
surprising, as o would sxpel hospilala wilk @ high peroanlage of emergency palianls o be leas ellicient,
He emerpenuies ar hardar Ly plan, Analyedng scallae plols of &l combinations showed mera variaaoe i
elficierney Tor hespilals with aroum] DO af LS lonped Lhan 2 days (see appendiz for scaller plel in Bgore
hp Binee Lhe dillerences belwas elficiercies are nol relaled Lo casarix dillferees amd since elliciencies
dre very dillarenl helwesn hospilals Lypas, we bava chasan the haspital type wicth tha largest numler

haospitals to analyze the hypothases: short tarm acata care hospitals.



in
1L

in
1L

YWedrs 20000 2001 2002 2003 2004

P hFP F MNP P MP F YF F MNP
Count &0 Td 94 73 53 N &0 Th 91 FiLS)
lalzl: 1¢id 163 163 166 16y
Facilily [ypes:
Criticzl Aaccass 4 7 4 ¥ 4 7 a 7 Fi| ¥
Lang-terr S 0 b | T 1 A 1
Psychiatre a 4 7 4 7 4 ? 5
Sheerl Teem poule care A 3 e 02 £ fid i2 L4 'z 1E

Takle 3: Descriptive stetistics reses nch population

Description of the popufation ared MEA with cormpetiting

lable & showes The descriplicn af The kecalion and ambes of heospilal locatmld inoa mackeal anironmenl,

undar compelilion Toe the year 2004, Shorl Leem meate care haspitzls are counted and shown batween

birackets. The hypothesas hased ar 2 comaetitive anvirenmanl are Lesled with inlermation from Lhe res

specificd MSAs,

CompeLilicn in Lhe year 2404

HospLal Cournl

Concenlralion number (HHI)

Mean [=.0d.]
{eaunt far Sharr term acute cara haspitals) Profil Man {low HHI means campatiticn}
prafil
Mo I5A"S el specilied il 41 4671 [2822]
o npetition [ A1) {33]
Competiticn Mliarmi-Forl Lzudendale- 23 16 200 [}
errmipane Beach [ L&) {1%]
Rarasnta-Bradeqtsr- 12 10 [ [0}
Venice [&) {7]
larman-51. Palersbuep- 16 o 448 [0}
Clesaiealer [12] 2]
lolzl moa compelilive %1 s
envircnment [ {30] And (153]

Takle 4: Orision of competition, 2004

Dezseriation of the popaloton ond ailtonees

lable !r shosas he descriplicn af e hespilal allianees, doesl hespilals (A5 Toom an allianee with olher

herspilals. Beoause of the large peroenlage of alliinees, indapendant hespilals have a srall @llscl on the

mean eff cigncy. This means that the behavicral diftarences aetween cwnacship 7ypes can ba contriboted

to the large porcentage of alliances within the state »t Flerida.

Of the shert trrm acure care hospitals, 72% {97) have formed an alliance and 28% 38] have not, Five (5]

allianras cambine meare than cne hospital type (28%) and 17 (72%) are all shart term acute care Fospital

dlliar e,




5.1.3

All alliances hava shart tarm Acure cars hosp'tals, some crmbing aork Ferm ac.ate care haspita s with other

hospitals tppes, and all bat onz alliance have cutpatient tacilities.

Iypet ol Alliancs (sherl Leem asule ssra) Mumbear ol Tozal hospitals
Allianoes il Lype

Mo Allianue Fzere [indapendant hospilals) 0 AB 2R
AlliAres Frofildertinancs and sola prelil alliancs 4 4d{33%]

Frafib comingce and nixzd alliance 3 14|11 %]

Mo dominanuz and riged zlliance 2 L )

Meern prica L dderminznee and rmixed alliance 0 0

Men pasli. daminanee amd sole fon profil alliaece 14 33[23%)

ezl 24 G2
Tatal 1300 1400%)

Takle 5: Descriptive statistics alliances of chot tevem acuta care hospitals, 2004

Descripéion of the pomulation o efficiency vorodles

Table @ shaws the descriptive statistics of the input and output varables used to- the data cnvelepmeont
analysi= [DEA} meazuraement. The input and cutpot war ablas sheee lrge wadizlioes, which can be
coorlriaubed lo tha differen. sices of The hospilals, Oueing Lhe pecid 2001-2003, some hospilals had an
exlreme palieal uplake Lhal can ba sean in Lhe ancrmous dilTerencas balween Lolal nombieds of palients.
Leamglh el slay (LOS) & medzorad in days and Lrealmenls Lhal Laka less | ms Lhan o day fre measored qs 1
day. Consequently, hompilals with @ high parcenizps of @drissions of 1@ Than ere day ae awardul wilth a

hipgher ol pol variable, resolling inoa polentia highar allicieroy soore.

fverage por hespital Years 20L0 2001 2002 2203 2004
13ruslil I ern Mean IWkzn R Menn
Inpul variahble:

Ganzra f sorgical beds 15l 1an 1R 1as 175
Spacialf Ixng tarm Beds X 32 33 iz 12
Qulpol var abila:

Murnber ol palienls 11424 12481 1086 12415 116G/
Torzl LS 38305 41829 44158 43174 43203
& patientsf tata LOS 1.24R 0.20& 205 0257 n.a7r
Yoars 2008 2041 2002 2003 2004
Mo Peoli. P Bl Mean Mleizn Mflean PAEEN
Input variabla:

Gensra f surgical bacls L&D 121 184 177 177
Spacialf Innp term bed= 41 41 44 an an
Qulpol var abila:

Murnber ol palienls 14415 17343 14313 16605 146/
lalzl LS 441 /) h3213 A6 3310 h31ad]
& patientsf tatal LOS 1.332 N.528 n3zn Nn.313 1.295

Table 6: Descriptive stotistics input, ~nd owtput variables




5.2

Result and analysis of the hypotheses

In The presdons seclinn, we have given a descriplion of The dala and made s decisien aboul The Tocus al our
reaearch. We will now use his dala Lo tasl The by actheses Teemulatad in chapler 2. Because Lhe diffarcnoes
b wreen hapilal Lypes ars only relalad L the differenl haspilal Lypes and shoel Leem acole care bhosailals

dre Iy Far Lhe minsl prasenl hospilal bypein soe rasearch data, aee will foces ar Lhesa haspilals specilically.

e will anzhyce Lhe byposlbeses one by one We wil pive &8 sherl conchision aller tha lirsL Deor hypolheses,

bz une Lhe Tiesk Towr bypelkstes Tocus on ewneeship dilfarancss amd the ksl Lwe fmoosse eooall ances,

Armaipaiog toeperbbiesees e anid fueer

The Tiesl Ly by polheses were ormed Troem Lhe peeosasclive ol sconemic Lheody, Based en ecancmic Lhaony

wees Bave Lermmula. e Lhe Tellning hy pothesis inosactior 2,1

Hypern Fisds Lo MPrey il Feespifols are fredadivedy) eneeee efficear Ween oan peayil fospiols.

Buzed oreconomic baodias, arolil hospilals shoold be more allicient. Taale ¢ shows Lhe resulls of The
elfivie ey anaheses [or The anership Lypes. Becaose gllicieney sceras did nel shoa noimal distribation, we
wskel The Wilcirso rank Lasl Ly LesL Lhis bypolhesis (Ouscan, Wogen, and Maa 19580 Becauss we use Lhe
Wiiluenn rank Lesl, e aralyce Lhe noll hypethesis i e distribulion of @lliciency scores babaeen profiland

ricern proafil hoespilals = agoal.

Tha Wilcexon results show that tha distribotion hatween profit ane non protit hospitals tor the years 2001
darnd 204 are wiqual Ap > O0E). The insigailival dilference Tor che year 2001 031 be @scribed Lo the large
devialion of effivieney scores fsse appeadic -igure & Toe hislogram). This means Thal Lhe d Mersnces in
efflicieney means belwesn proli. am: nen profil hosaitals s onel siynificant, making prafil hespilals as

glfiviel as noen prelil bospials,

For the years 2000, 2002, and 2003 distribution of the afficiency soores for the ownership types are not
sigrilicantly dilferenl dp < 008}, This peinls ool that the diferences In efticiency mean betwecn profit and

ricern profil hoespilals b= signilizanl, where profil hespilals ard s 2lficient Lhan non profil hoesgilal,

I hesse rasu Ls rejecl bypothesis L Bue conficm mast heallh care research abool elfliciency, We have shosen
Lhal mern pecfil wspilals @ee mioce or sgually «fficient compased Lo oprofil boepitals during Lhe period 20040-
20002, This sugpeasls Lhal preelil magimigalion o profil bespilzls ool measored by haie eCicienoy, &nclber
perssiblity is thal shareho ders @re conlanl with Lhe peslil Lhey recemne and does nol need & higher
elficiarey soore. This rasoll alao suggests Lhal Lhe maximiczlion geal al non profil aepilals eads Leoa higker

ellicie ey (=g prodoctivily).



Years 200040 2001 20002 2013 200

Elliciercy Mean  [sd.) Mean  {s.d.) Mean {s.d.) flean iz fWean  {s.dl)
Protit BA3 [Aa2) Ha8 o) 546 [.0341 ALy 033 Ba1 [ 00e)
M 1 oL Ak [#al1} AnR (DA% e |.036] Al [ReE Hn2 {.0114]
Wiiluomon lesl of differerca of allicianoy

Z-rest -2.132 -1.52 -L.ah -1.499 -1.72

Sign. Az 21 R4 047 LIRS

Lillfarenue nz3 n1n Ad14 .mz 0o

n MmEANs

Takle 7: Efficiency differences betwaen ownership types

A owE Fave drgoed insection 21 wa suspeol he sconomic Theory shool Lhe elliciency of prelil hospilals Le
b confirmed when e rmarkel envirermznl resembles o Tree markel Base: en Lhis assumplion we hove

Torrmn aled hypolbesis L

Hypen Fgsis 20 0 6 coengee (i ve envitanmenl, prafil Gospitans gee frefielaeiv) more eficint than non geofit

frispitials.

Bazed on Lhe rasulls shoer in Tabla 8, wie can reject hypethesis 20 he resulls shawe Lhal unde compelition,
distribuulion af The e Tivieney scores ol ownership Lepes dilfans Tar Lhe ygare 20000 Foe 2001 1o 2004, Lhe
distribulion el The alficiency soorses 5 nal significan.ly dilferenlwilh @ comfidenca leval af o - 00 We hare
showen Lhal prefil bespilals under compeatition are el more @fficienl Lhan noan profil hespilals. 1his

implicales ha. sver umler compelilion noen profil espilal have egoal o bigher eMMiciencg sooras,

Years 20040 2001 2002 2003 2014
E Micieruzy Mlean (s Mlean (5] Mleun  fnd] MeEan [sadl) MiEan  {md)
et a0y [auG)y 431 LAef) GA1 0%/ 548 [OS0b  Bad 4004

M 1l 44 (253 943 1.£38) Ba7 {.033) S50 1032, A32 {.007)

ANOVA Lesl ol dilference o al iciency

2-test -2.13 -1.02 -1.66 -1.h2 -1.80
Kipn. 0323 A0n 0az7 2R ATl
Dillerenue nzh niz 016 n 003
n MEAN:

Table #: Efficiency diffarences between cwnership types in 3 competitive envirenment defined by M5A's: Miami-Fort

Lauderdale-rempans Beach; Sarasota-Brade aton-Yenice; Tampa-5t, Fetevshurg-Clea nvakar




Arlpzing fypothess three and four

Wie wiore unable ta show efticicacy ditterences betwocn cwnership bypes ta be ia Favor of profit hospitals,
rcer zoih: Lha analyais give 3 reason why prolil hoespitals weaold be [rss eflicient lan non- profil bospilals,
Wilh by polhasis Lhres aad Toue, we Lesl our sospicien thal caloml differences helhwesn fon ars’il @nd

preefil bospilal reveal reasans o owneeship lype dilfarences 1Re Thind by polhesiz we Ll is:

Hwpern et 3z Profal fursonteols fagves 5 fresltleehe ) stooller range of seewioi than oo profil fosminds

labkle A shonwes The descriplive s.aLlisncs el The rage ol sene ce for shoel oerm acole hosp Lals aod awnership
Lype. Alriking ara the pareanlage small rangs non ool hospilals inorelation La peedil hospilals. Man prelil
hesspilals Lend 1o bave a smallee range al service than profil hospilals based on o rgjeclion limil of 5%
gruep. in Lhe year 2003, Based on Tha celumn perosclage dilference wilh @ mejection liedl el 934 o svany
yerar rarpH of service “16 & L chaplas™ woomanecship lypas did nol show any significant differences. This
means Thal on average, proafil hosailzls had the same percenlape of high ranpgasd shorl Leem doole care

hospitals for overy year.

I hes rasulls sho Lhal picedi. bosailzls in the yeacs 2000, 2003, a0f 2008 had mome hoespilals with @ ranps of
senwice ol "G-2h chaples”™. In alditicn, Lhe resull show Uzl e Lhe yedrs 2001 amd 2003 profil have aogual
[ocused (B chaplers] shorl Lerm acule care haspilals, bol ie the yeacs 3000, 2002, and 2004 Lhe Moo of
preefil hospitals s lowse Than thase ol nen prafil hespilals,

Owerall, hypoathesis 3 @5 rejaclad; prolil hoespilals die nal have o smaller mnge ol seevice Lhan nen- - aralil

herspilals, Dhis resull suggests profil shorl Leem acule care hospilals Lo be nal Doosing an services.

I is inlerasiing Lo nole Lhal all hespilals thal o Tocws on g seovics o moal Fave an oolpatieal Gacility. his
Supgesls ne skimming ol services o mare specializad hospita s, altheugh skimming of cerlain hiph cosls
Lrealmenls cat nol ke roled oul since wea have only analkysed 100-5008 chaplecs and nel the individoal

Lraalmenls of every chapler.

Olee ileissliey obserdlion, whan lboking &0 lable 3, 5 tha high percen.age broad rarged hespilals,
Allhongh, we can nel give 3 del nilive reasoa Toe this Fiph perceclage we suspec. Lve main iaases. Hist,
shill ol hempilals wilk L 1000-5-C0 chaates la 10 chaplers, Seoend, mimicking bhehaviee of hespilals in Lhe
same rarket envircnment. With the socizlogical approazh we can invesligala iF mimicking babavioe or
dlliates allecl Lhe range of samice and Lhereby give reason Tor Lhe hivh percenlage af broad ranged

hospitals i 2004,

! Rgjaction limit and crass tab comparison were besad on a ktextbeook of Aarks [2007]



Range of savice & Chanership

Count 2000 2001 2042 2093 2004
Colunn % | m NP m NP P NP P NP m NP
<[ 2 7 3 5 2 & 4 5 D 4

2 % | 1L1% |41% | B1% | 28% | 94% | 5E% | 7.8% | 0% | 63%

6-1% 21 13 17 13 23 18 22 16 G 1

274% | 206% | 23.3% | 210% | 31.9% | 29.7% | 3.6% | 250% | B3% | LE%
51 3 53 4 a7 38 a5 3 BB 53
16 %17 | 69.9% | 63,3% | 72.6% | 7L0% | 653% | &0,9% | B39% | 67.2% | 9LV% | 92,1%

Takle 0: Descriptive statistics range of serdice of showt term acute hospitalks

Wie sospeact prefil hoespilas Ly be orwers alfecled by soenomic ralionality than non profil hospilals are

dlfe Lend by socia purpose when under pressore of compelilion (see seclion 2.2). Haiad on Lhis assumplion

weet Faves Torrmulated hypolhesis Tooare

Hyen sl 42 o eomipetilive sneitiaeend, profit hospetiob fuwe o feefalively) seoetler ronge af service than

prenfl Bk pntals et aneler coempe .

Tabkle 10 shiows the ralaticn bebweasn competition and rangs ol services. In 2004, all shoeel Larm acola care

hospitals aave relatively the szme kigh range of soevize, For the yeors 2000, 2002, and 2003, profit hespitals

ave 7 higher parcenlape of middle ranged boespilals. Hovaeier i~ higker peroenlape ol middle ranges
bz higher parcentage of middle ranged hoespilals. Howewer, This highe rLags el middl My

preefil hoespilals is due lo e lerge nombsd al hospilals thal oTer 1 dilfeienl 1E0-5-Ch chaplers. This

means we o . accepl hypolhes = 40 The iesulls sogges) Thal, under compalilicen, bolh profil and noen

preefil bospitals olfar the same rangs el services.

Rage of sarvice & Ownarship ander conpelilion

Count 2134 2071 07z 2033 ranal

Column % F P P MP P MP F MP P MP

=hb 1 1 2 1 a 0 0 H a {
2,6% 31% 51 31% A% 0% A% A% A% O

0-15 11 % ! B 12 B 1z ! 1 a0
25,6% | 156% | 23.1% | 250% | 333% | 25.8% | 33.3% | 25.8% | 28% O

1A & 17 17 it rh 23 4 23 4 23 s e
v1l.8% | 813% | Fl8% | JLB% | Be W% | F42% | BRVW | T42% | BYA% | 100%

Takle 1: Competition and Angz of service




5.2.3

Predichive woive vonoiles cnd convergence of efficiency scores and ronges

The previous results show nen profit hosaitzls te ae more afficient. WitPir an envirsnment uader
coonpell on, non profil hespilals ae also moee 2lTicienl, bol hospilals nal localed inoa oo pelilive

grwirarmenl denol show signilfican. eflicienl dilfareqces,

Wie hava caliula.ed oolpal slacks Lo ocale Lhe regasen Tee inellicisnciss, spe lable 1t in the apaemifiz, By
valculating oulpul slack we can denlify —given Tha irpal- how reosch o sultpol s nol prodoced given Lhe
exper.ed aulpul in ralal on e the DR an Lhe ellicienl Toenlier (Wan el al. 20023 In olhar woids o

mich Lhe pulpol can by increased given The inpol.

Consislant wil 1 e low accopansy males Touad in presioos researck, hospitals most redoce The nomber al
biecds 1o become more gfivient e increase Lhe lalal nomber of patien realed. IRere are Lo prohblemes
whitl Eh's advice:

Firar. stata regulation resticts hospitals to chaage Dwic number al beds w thaol censidar rg community
heallh core recd s The Serlificale of Meed {CON] program ensuges that aew or expanding services ficin the
heallk care mesd of 4 parlicolar commwnily, Therefars, changing the nomber of hospilal beds will lake
soarmie Lirme amd can ke considered a loag leem decisian,

Secondly, salely levels are nel laken inlo Aacooonl in Whis research, WL uneerlain damand, @ hasgilal will
have some spare beds ino@se ol onloresesn exlra patienls. This means raduciey The nomber ol beds
deperds on Lhe chosen salely laeel, which makes some propesed Bed changas redumezant,

The presenbed slacks show Thal haspitals moos, consider iF hey can reduce Whair Listal ronber of aeds and

b anee such an al ol ggainsl Lha eepeclad e Ticianoy gain.

The pres oos resulls sboe nen prafil boesgilals e vave 8 smaller rangs o sendices Lhan profil hospilals.
Wiilhir g compalilive anvirenment, bolh son prafil and pral Lhaspitals afTere 4 broad range of services. The
areall difference loe “6-15% 1IC0-H-CM chaales can be aseribeal Lo The large nomber of pioelil hospitals Lhal
elfer 1 differanl servicas (in Lenms ol 1C0-5-Ch chaalas). The dilfasnie in rangs of sarvices coold be Lhe

redsin oo Lhe dilferenees inellician sy soores balwean profiland noen peolil bospilal

Wa have compacred efficiency scores wilh canges ol services Lo sae il Lha resulls show a reason o
eniership bype dilferences. able 11 shows he mean elficiency scocss and Che stancard devial o9 Toe 2000
and 2004, O inlares. ara The small dilferences balweasn camership Lypes and range of sendce (soe celurn
dilfferenuesy The resulls supeest @ high correlalion bebween elliciensy scores and ranges ol service. This
means the roqe tecused £ hospital the higaer the mean efficicncy sco-es. Unfortunztely, this cocs not
grplai ownership lype dilferences, becaose dilfarsnces i1 e Ticienoy soeres belwesn ownarship lypes ae

werry Al Toee @ piven rangea of services.



5.2.4

Mast ‘ntaresting is that efficiency scores and -anges of services canvarge batween protit and non- pratit

haspitals. Gifferohees in mean beceme smaller over time and standard dewviations in 2004 ars smaller taan

in 2000

eIl ::iL—rnI::',' suores by ranpe 2300 2704

ol sevive

{Mbans, [=.0.]] 11rolil Mon profil | Oilference | 1Prolil Mo profil LilTererue

=B Chapters 8950 901 845 3972
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Table 11: Efficieney scaves hy Range of service

Wie se gl i regression 1o andlyss The pradiclive power o7 anership bype, competilien, and cange of
service on allicien Labile 12 showees Uhe resoll of The lepistic regrassion basend o dicholomriced efficiency
soarens, whera Lachn cal y alfic anl hosailals [wilh an elflcienl sceee of one) were BRbaled oo The rasales
showe Lhal The sTiciency ronLier & dominabed by nen pral L bespilals. Tha resolls cenficm Lhal hespcal
efticien oy scares cowvert, although the pradictive wva ue for cwnecship types on =2Ficiercy scores “or the year
2004 i skl signilicar {p <0.04%) e oddy ralic is very low. Inthe yoas 2000, £ nen profit hospital had 13.%
Lirmes more chance Ly ke (echnically effician], whersas in Lhe yaar 2004 3 non profil Fospital Fad oely 1,2
Lirmes more chance e be moee @lficient Lhan a profil Fospilal. This resoll conficrms canverps of alliciency
soares avlween hospials T Lechnically @Mlcienl hospibals, Hewsver, i does noel gia 8 oceason Tor Lhis

CONYETERNCE.

ElMcienuy as dapandenl

Cu. el elMciency soora ol 1,4 B SE. Wald Sim. (Tl ratico

2000 Crwenars hip 2604 1.OBG 5,572 015 131,520
Range -138 (SO0 76 33 A71
Campetitian 221 G35 103 745 1,247
Canstant 4172 1282 10,593 001 1%

B LE. Wi ld Sin. (hddds ralin

2104 Crwenieship -1,432 837 4,345 37 235
Range -, 364 562 418 518 A95
Competition -,357 B35 315 575 00
Canstant -351 1021 096 A4 427

Takle 12: Predictors of efficiency; Logistic regression fow the years 2000-2004, thveshold of 1

Suspecend recson for comvergence of efficiericy scores
Wiilh Lhe inbroduclivn of manapsd cara ameyrams, some resedich sugpests Fospilals Ly Toous on enrollees
inslead of alficiency. This means & oerwargance of elMliciensy soores coold be a symplom o equal

maximization gozls between awnership types. Cspacially with the end of discriminating tax bereits For non

predit hasaitals, hospital goals could be mor 2 inline since aq axtarnal reascn for ditterercas wanishad.




Converpance of efficiencies could be A sign of mimicking behavior, whera the suceess ot non arefit hospitals
1= adopted by profit hospitals o where resodrces are skimmed to alter efticicncy scarcs 'n benefit for

preefilatnlity. Analyses ol vipalhesss Do and sis shoeold conl om Uhese @ssamplicns.

Anoipzing byvpctheses fve and s

Wie have shoswead corvarging o elficiency scores belwesn camership Lypes and demorsboalad Toosed
herspilals Loy b more ellicient, regardless ol thair aweership iype Bal we did ol Tind reasars why haspilzl
elficieney scieres are canverging. In thiz seclion, we will @nalyee our sespicion Thal the canvarperoe of

herspilals is ralalad 1o tha mimicking hehawior of hespila s within an alliance. The GTh hy polhesis we tast is:

Hyen s 12 Hispitals wiinin an niffooee are frelatively) meoce affected by eomicking bediceins, moiiag the

efTieseerey sures o reoge il Sees e ol

Wie test this Fypothesis by compariag standard devialicons ol The ndividoal alliances wilth Lhe standacd
devialion o haspilals wileal an alliancae. We present the results by grauping alliances By their dominant
cancrship typc, For owvery Zroup of alliance type we colculate the average standard deviatior of the
paclicipating allizrces For caluolalion, see Figura Oin the @poemd @ This average stardzrd devialion shoses

Lhe sirnilarily balaeen Fospilalk wilkin an alliancs,

Wia idenlify Coor dominant wllianee lypes: pral Ldominanl, rooproli, dominant, and mised alliances wilh
gither profil deminanca or oo deminanes, There are neomised alliancss with nen pralil deciance. By
roeuping e allianees by dominanl ownership bgpes, we cnderline The influence of ewnaeship bypas on

dlliaces ame: give insigh. in cwneeship dilfarences, which is the main ressacch goal,

lable 13 shimae Thal he averape slandan: devialion Troalliaaces i very low, less Than 0000 efficienoy
perinls. This sugeesls hospilals within a9 alliarce Lo have relaliveby the sama efficeny scores. Takle 13
shows Lha mazn all o encigs al shoarl lerm azule care glliances. Sole profil and sole noecane T allianees have
dillerenl wiliviency scores, wheis noen prafil dominant alliance is rosl ellicien. & iged alliances die nol hae
significanl dilferenl ellicieroy scoces. Ths sopuasts Lhal elfliciency dilferences can ba ascithed Ly Lhe

dilfererees in dom nant alliance Iypes ar differgnces balwesn allianoes.

Wihen a prelil hospilal = peel of 3 sole poafil deeminznl allianca, alficiecy soores &ra lower Lhan when The
samu hospilal dels alone or s mized wilth fon oarefil erganig@ations, 30 inlerest is thal, in ens GAsH, proslil
herspilals gain ellivienoy when pacl ol an alliance mizad with on prelil aospilals, This suggesls skicrming of
access bed capacity Between non profit and 2refit aartners, making the protit partner more off cent.

Unlerlunalely, ane case is nol enougt .o walidale This obaersalion,

* Allianea name: *Lee Mamarial Health Systerm™



Remarkably, none of the alliances is fooused. Laprafitable treatmeant skimming can nxt he confirmad with
this result. What can 2e confirmed, is that mest alliances share the same range o services. This sLgZests
dlliatces Lo adapl Lo Dweir aacners. Based on Lhe previoosly esplained resolls, hypolbesis 2 cen be

doecepled: wilthin an alliancs hoespilals showe relative eguaal efliciency soeras and squal range of service,

L Range ot scrvices
ElMicieney in chaplers
Ilaan
] <k £-15% 1R & 17
Alliares hlaan AVBErAgE Frofil Mon
{3hodl lerm ac.al = cara) E Tivigncy s profil Count Count Crunt
Mrofic dem nance A% {.0060] a5%]
dnd sole prolil alliance {0084 {0054 0 2 42
Iraf L domirance 8905 {.000285) AR Il 1.000% q o 1n
and mixed alliance {.0034) 160032 qe !
Mo daminance A3nn {.00&4] 2938 AgAR 0 0 -
ard mixed alliance {.0081) {0006 {0044 !
Mo profil daminanoe {.000a5) o
and sole non praflil 933 A ] a EF|
AR ALTE T | 1.0060) § 0060) A
alliance
Mo profil daminanoe
. . 1 0 0
ard mixed alliance
Total Alliance 8903 AAEd A831
{10064 {0062 { 1006334 0 2 a5
Mo Alliance 909 2957 2386
- a 5 25
{.0178] {.0047] {02.1]

Table 13: Mean efficiencies and vange of service for short berm acuze care hospitals;

* = Outller; ¥* = one extratme excluded with effldency score of 923

Wa suepecl hospials o demonsirale more mimicking behavicr when hospilals are inoa compalilive
rvitenmenl, since uncerlainly resulls inomomicking behavior, Based en his assompliee, we have

forrmilalad hypalhesis sie

HysotAssis &2 In @ Competitive cheironment, oliohces ore relotively mare offccted by reinliceing Behovior,

rraking the cfficiency soores ond ronge of senvice moce ahike.

lon Lesl this Fypelhesis, we havse Lo prove Lhal Lthe aversge Slandasd devialion of alliancas omiler
coenpell on s kower and Lhal ranges of service ars mere alike, Vs have alresdy shoam Thal all alliance have
Lha same rang of sandue, which is broa:,

The resulls i Tabe 14 do nol revenl @ reasoen o any mimicking behavios inoa ceeipelilive soviroomenl,
The average stardard deviaticns ot alliances in o competitive cnvironment are not smaller than the
dlliaes nel in a campelilive amvironmenl. We can rzjecl The bypolhesis; in g oempelilive sivironmenl

dlliatces are nol moee alike Lhan nolin a cempelilive eovironmesnt,




no competition oompetition Allimnues uder mixed coripelilion
Man Mon ne zompetition copetition
11rolil profil Preofil prafil
IWEan Maan Mean Ilaan Kan KNon
Alliances {=.1d] [=.0d.] {=.1d] {=.1d] 1rofil profil 1rolil profil
E;”ir"‘jm"r';? E' | e GLL 52 9aa
And sl ooy | oo | jooy | | 006
allianue
Profil dominance, a4 094 995
. alliogee 1,008
arnd e allianoe {0.) {.003] {.004)
Mo domindnce, dand 033 .an4 033 B30
mi¥ed alliance (0,60 {00 o [0,00]
Mon profi 897 893 995 988
LzaminEnce 1000 1,00 {004} [0y

Table 14: Alliances in & competitive environmen: defined by WS4 s Miami-Foit Lsuderdale-Mompane Beach; Sarasota-

Eradenton-Yenice; Tampa-5<, Petersburg-clea revatar

Wa Turlbier Lesl Lhe suspicien Lhal darminant alliances inoa markal anviroamenl inflleence alther hespilals
wilhine e same markel grvirenmeanl, Wa compased medn elfliciencias of Lhe damirant alliance wilth Lthe
re-L ol ke hespilals o The MSA. Mimicking bebavior Giem the dominanl allisnce wilth noa MSA dioes ool
croeurn Aloph evaiy allianee bas g broad range ol secvice, when an allianee is daminare their campatitors
in .he mackel @nviranmeanl da ol have The samea elliciency scores.

The analysis ot hypotheses tive and sis sLgeests that alliances mimic procosses or treatments within the
social context of their alliance, resulting in alimast equal cfficicney scores. Tl e cquzl range of services faral
dlliant ex sopsesl Thal hespilal: wilhin an @ lancs mimicking rails of thaie competiles, Sewing in Lhe same
range ol szvice belween alliances, Oifferences in gMMcieacy score can be cantribulaed by differenceas

balweern allianoce:.




525

Surremary of the resolts and anglysiy

The results of this soction show that during the yoar 2004, difterert comlzinations < alliances are the

rezsin [or elficieny differences balwasn awnaiei byaes,

The mean dilfersnces belwaan profil and non prolil hospila s can be ascoibed 1o Lthe rumber ol Tooosed
herspilals wilthin an owreership lype. The moeee Tiecosai a Fospilal, Lhe mare ellicienL. With & higher nom ber

el ey precelil fecused hospila s mean elficiercies of non prafil hoepilals appear o ba higher.

Wiilhir an alliancs, efficieny scores ae @ mosl e same, wehich car ba seen by The law standa-d Jeviation
el elfizianoy sueres. Range ol seivices is broad Toe hospilals paclic pating inoqn alliance, whochindicales that
dllianues nimic compeliber characleristics and characlerislics visual e the palisnls Becaose all allinmees
hawe Lhe sane bical range of service and have an oolpatiend facilily withaol baing noelicaably Tocused, we
wowlude Lhal mimicking bahavior of haspilals within Chair close sooial corcesd vooae. 1is s conflicmed by
Lhe lack of allsl of a demienl al iwaee wilhin g mackal anvirgnmeaal eo The alficiency sooeras of alhar
hospitals within th same market envirchnment.

In general, converping ol efficie ey a0 range of seovices can be asoeribed Lo alliaeoes baing unilem,
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Conclusion and discussian

In his chap.er we will give answers e The ressarch question and esplore Lhe added valog of The MM We
will Terrmnlale conclusions based on Lhe analysis of The hypetheses. We owill conclude Lhis chapler by

disessing Lhe limilalions of Lhis ressarch and give sdvics Tor lulore ressarch.

Cifferences hetween profit and non profit hospitals

In secticn 1.3 we formulated the resecrch questian.

Why nre noe prafT fespnifede mooee gfflciend M peofil hospdtels, wilile sconomi. Wenne predicds peofit

ficrspritea T oy iee emare effiiee s

Cnvvergence af officieocy scores

Wi vk erplorad elfivieny dilferences belweasn ownership lepes by ooking a1 alfliciency dilferenues af

short rerm acuta care hospitals.

The resals rajacled Lhe Ticsl Lwo hypolheses and sopporied Lhe Tacl thal nen prafil hoespilals @re more
glficieal Lhar profil Fospilal. Howewer, based on the Wilcoson rank TesLin Lhe year 2001 and 2004,
elficiey dilferences ware nol sipnilicanl. Foe Lhe year 2001, Lhis can ascribend Ly he large davialion of
gllician sy soeres, bar Lhe year 26004, meaans and slandand davistion belween profil and noen prelil bhespilals

weera glmosl idenlical. So, proil and fon prefil haspitals weee almosl idanlical.

Compelilion did fol have 8 posilive effect on Lthae alliciercy for pral L hoesgilals, Under compelilion, non

preefil haspitals are reora efTicienl than profil hespilals,

Inleraslingly, hospila alliciency sooqes ooneaga cuing Lhe raseanch peried. This can be sean by Tha
dilferenue in means amd by Lha slancard cevialicn in Table Oy Lhin conesrge oocones could il bwea

grplained by leoking Al all ciency dilleran:es.

Wi Auscaec] Three cullara changes Lo be A deanen Tor Lhe conwver gence al elTicisnsy soores. The comveision
mewsmerl, tha hallad Lae asnelits Tor nen profil haspilals, and managed care. The disappedrance of
grlermal forees Lhal ensure dilferenees babween pralil and non profil hespilal, allowed Tar theie podls 1o
bracorme mare equal. iaditionally, colloral diffarences belweaen arolil and non prodil bespilals ara rellectad
in Lhe o difTeren. maximisalion goals. Frofl hospilals masimiee aclpul Lo sa.isly ha financial naeds of Lthe

sharchalde-s. Man profit hospita s maximize input te satisty corrmunity hoalch carc necds.

Corvergence of ranges of service

W haue [ooked al thz callural dilfesences beowean prefil and oo prall hospitals by looking @, heir
ranges af servicg. We suspecled Tha range ol service Belweaen prelil and non prafil hospilals b be dillerenl

darnd non profil wspilals o be mees focosed, The Ticd and Teorlh ypoalheses wera rejecled. We did nol



fimd supporl Toe The idea Lhal colioral dilfeiences conleibole Lo elTiviency differences belwean ownearship

rYpes.

Inleiaslirgly, boeth profi. and nen peolil boespilals offered @ broad range of realmenls, Banges of service
coewerped doring Lhe ressarch period. o Tha year 2000, % hospilals offsred Bes Lher & differand reatments
and 33 hospitals batweer & and 13 treatmerts. In the year 2004, only 4 hespilals weres ooosed and conly 7
ellfaiad belween [-20 realmsnls, AL The end of Lhe research period mosl bosgilals offered mers Lhan 14

difterent treatments for health problams.

Muon profil sheeel Term acule care hoespilals withool an oolpalient Goiliy are The anly hospilals thal are
[ocused. This supgasls Lthal Lhe skinming of an cowsanled spaeially De solpatient Tacilities doss nol occour,
Hiswewer, il is possitile thal skimming of omaanlend traalmanls i zpplied i those hispilals, since we
vonpdred chaplecs ol ralalad Lraalmeanls inslesnd of individoal realmenls Therelere we can no be sore if

Lrasalmeanl skirmming doses nal aceur.

In ganaral, given e range of seoice, balh prefil ane nen profil bespilzls peclocme all Leealmen.s al all
differerL markal envircenmenls, 1T The cammunily nsae o heall cars wan served in Lhe year 2000, Chan
Lhe commmuon Ly need Tor heallh care was sLll saread o The year 2004, since Lhe lolal L3S and lalal nomber
el patienls dd nol decrease [see lzhle Oin The aapendis]. This soggests Lhal the social popose of aroviding
conreunily feed i nel rastriclend by nonopralil hosailals and thal he raditianal maxim qalion goal of non
prodit Fospita s is na longer exclusive tor ron pratit hospitals. Protit hospitals o oact fil in the mosk
pretitable market niches, but all grotit hospitals treat all possible healtl prablems. This could segzesr Ehat

mazirnizalicn podls have converlad or changead.

Wie hawe perflorred @ poasl Foc legislc regression Lo analyee o0 ownzeship ype or cormpaliien predizls
effliciewy differencas. Tha rawolls cid show thal The lechiizal alliciency Tronlier was dominalad by 1on

prcdit haspitals, the decling ir cod ratio tor the wear 2004 supported the canversion ot efticiency scores.

e did Cind facnsed hospilals 10 o more ellicienl Uhan brosd sanged hiespilzls, although this diffeience was
urralaled L bypr of ownership, @ can be saen by Lhe sma | celomn differences in labile 110 EfMciancy 1

dlTecLal by Lhe range ol semdce, Bl This doss nol ezplain cwnaeshio Depe dilfarenoes.

Slack valoulation revezled Lhal hospila = must decrease Theic oolal nomber of keds in ander Lo bacome
Lechnics! ellicienl, which i corsislenl will o aveoparoy rales Tor Flocida. This advice relies on Lhe chosen
bied salkly laval, which we did nol includs ie oo resaarch. Besides, changing The nomber el beds is sleict by

regulala:,

Wa suspert hospitals to mAaximize anrolless dus o thae incregse: inlloance af manaped care programe

{=inue Lhe mid 1550%). The converpence of haspilal goals coold be Lhe reaser o The converging alliciency



G.2

soares and ranges ol seoice. Howewer, Lhis does nol explai wehy hosp Lals are cenwarg nps Wea sespeol Lhal
herspilals mirmic bebaviod amd This mimic bahaviee resulls inocanvaiganee of slTiciancy scoras ard rangas of

sarvice.

Correergenee witfin close scee! corrtest

Wies hizws eplered mimicking hehavior by loking sl the range ol servics and alficiency dilferences helween

dlliance:.

Alrmcal aweny shorl Leem acule car hosp Lal s parl af @noalliance, S1% L be precise. Ony sherl Lerm acoce
uare hespilals have zlliancas wilth other wspilal Lypes [B85%). Beczuse af Lhe arge pereentage of slliances,
miea dilleeamces can be ascritied o dillarenes balwea The allianceas.

Standard dewialion of alficiency scores wilhin an alliance s very small (lass Than Q008 This suggyasls thal
herspilals participaling in the same alliance mimic processes Thal inllence thaie gMiciensy, making Lheir

elMivienuy scores more Alice.

Inleiaslingly, nons ol The alliances inclodes o [ocosad  bhospital, which sopgasls allianees imilale
charau lerislics of Lheir compaliloes. Hospilals within the same markel do nel share The same alliciency
soares, bul hospila s with noan allianee do share The same efliviansy scorss, All allianees shara Lhe same
range 0f Lraalmenls, This is con’irmed by tha lace of alfec) of @ deminanl allisnce within @ marked

Enwirnment.

Wie ool reel T eod indicatices Lhal hisspilals mazimize enrallees, a5 pravions appraaches sugeested.
In genesal, converging of efficioncy and range of sereice can be ascribod to alliances being uaitorm to their
clisae social conlel whila nimick ng characleristics af Dweic compelilos thal can be obsaned by Lheir

paienl populalion. This mimicking behavioe = indapencent ol venership lypea.

lo arswer Lhe raeenrch question, alficiency scores Belwesn profil and non peelil hospitals were el
differerl in The year 2104, Mon prelil hespilals are more likehys Lo be Tecosed amd Lhe more ocosed a
herspilal is, Lhe more slTicient il gals, Therelore, Lhe mean alficiencies of nenpielil hospilals ara morea likehy

Loy b higher while hospilals af eqoal range and egaal ype are egqually alicienl, independ=nl of owmership

Y.

Th s rasearch implicales thal, due [a free marosl Merces and redusliong o e advaniapes, hospilals am
becaming mere aniform and parl af &@n allisnce. 1T 8 health care paley a'ms on the divarsity and

spevia ialion ol hospilals Lhen a e markal snvicsnment is not the appropriate choice.

Ciscussion and limitations

This raserrch poowvides insighl in the implicatione of markel foroes on hespilzls cspacially, since ws could

comipare dal ol several yaars, 1Fs reseacch s nol limited Lo the slake ol Florids 2nd nal limiled W health



care syslems wilh managed cara, We have argoed Thal Lhe absence of discriminaling exlerral ariars
{.axeq) wilh Lhe same mar el incanlive mansged care) leads L onilormily wilthin alliances amd balwean
dllia ek W suspac] res) walh care syalams wilh o exlemal gacriecs belwean hospilal Ly pes and wilhoa
single markel incanlive {for example the inoenlive Lo reducs wailing lislay wilk 3 frse markel Lo behavo a5

Lhes hesspilals in Lhe reseanch.

Wies have proven Lhy added value of Lha BBAR by ailering addilicnal explanalions from The Three combined
approaches. We have combBined caltural and econamic reasons to e¥pain the sfficiency differences
botweoen cwnorship types. The gquestion "Why convergzxnce?” raised after the rasults of the first tae
dppitaches could b znswarsd by Lhe Lhird appreach Whal Tocosed on Whe Tormal melbwork balaeen
herspitals. & limilalicn ol The BRI 5 Lhal The political or legal perspeclive was nol highlighlad. e can anly
spetnlae Lhal ane of Lhe alacl: o managed wee is rellactad ie Che unilarmily of hospilals soals. A mors
Lharoagh study ol The polilicz] backgraomd o egal @nvironment coul] visualize he reslriclions on The ree

markel.

& limiLaLien of Lhis ressarch is thal il i generalicend by The reseanh population bies We havs veclinded
herspilal Lypes alher than sherl leom acole @ hospilals, owe heve excluded  saching hospilals, @nd
ambulkanl surpical centars. This means Lhal Iolues resaarch most conlicm Lhal hespilals show canvargenon:

el alliciency and range ol ~arvice wilhin & [ree market.

The uze of the DEA method dres nat comea without limitations. BEA iz sansitive to autlie-s and ef cieny
scarcs are dependent on their variables, We did not tzk2 costs and human resaurces into accannt. This
means [l Lhe gfMliciency scaores Are a melalive indicalion o he malerial =aiMiziancy or prodoclivily. This
means Lhe ellicisney scores cannol be wsed Lo comparrs individoal hospitals or lo nake slalements @l
preefilatilily. However, as wilh any Lechaical elficiancy sooere, e scores are wselul ir vemparing dillerent

herspilal groops [Follaal aod Der 2001).

The calculated ~Hidiency scares arc relative efficient scores, which means that technical etficient (ospitals
dre nol necassarily very elfcienl, 85 ong a5 They are more effliciant Than Those hosp Lals Lhal /e ol on Lhe
glliciar sy Crenlier. W were unatle by compare eiliciency sceres babuwean dilfferenl years, becacse we have
valculated elfivisney soores Too ewany year sepacalely. This means hal tbe high alliciency score anly
indivales a convarpence ol allic ancy soores; L does nel implicale Thal eTicency in Lhe yaar 2084 was

hipgher_ e Gacl, efficienoy in 2004 i probably wer Than previoos vedns since Tewsr hospilals weee Ioooasd,

Fulure ressarch migh. Toous on peneral excepled alficercy measoremanl variables, because wa have
gncounlered dilfarenl elficienty medsurements in gach new joormal arlicle, allheough the OkA methed i
hiph y prafecred. Teaching hespilals car be includ=e when residenls FIE i considered @nooolpul (8Ang et

dl. 1555). Qualily of care car glo be included in tha DCA analsis by incorpsrating meortality rates.



Further rasearch should Tocus an Lhe implizzlioes of cnifecmily ol aospilzls inthe qualily of haallth care.
Alsee, Tuslee research in The cost and qualily of hea th care is needed, since nangged care Tusled cost

coampelilior wil houl (suspecled] regard Tor gua by { wlillse TH9EG)

The neal ogical slep Tor The BRI = Ly build & meedel with penerally accapled msasosaments Tor all
dppinachas al e Wuolliale marks, modal With & feafh appecach, a political or legal approach, tha MR

should be sven more caaabla el giving axplaraticns [ ecenemic bebavior,
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Sleck ealcvhatlon and owhershlp differenees

Slace 2000 200 2002 2003 2004
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Bralil Prolil Prof L Prolil Profil Profil Profil Bralil Bralil Prof L
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Tahle 15: Output slack of shovt tevm acute care hospitals; no columns show sleniflcant differences [a=00%5%)

Avarags Standard Devigtian calculotion

n X, xXh,

X, =s.d.alliance i part of alliancetype j

h; = number of hospitals participating inalliancei
Y, =total hospitals grouped by analliance type

i = name of analliance, i =1,...26

J =the four specified allaincetypes, j =1,2,3,4

Figure & avamge s.o. alliances




Foiol patient discharge and totod LES
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Figure 7: Total L% and Patient discharge for shark tarm acube cara
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Figure &: Histograrr of Crumership type differences with competition and for 2000 and 2004
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