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community hospital may be, at long last, an endangered species. 

The scale and cost of administration and technology applications 

needed to comply with regulations that encourage healthcare 

institutions to compete on value rather than volume may finally be 

moving the needle to widespread consolidation. 

All four of the institutions profiled in this HealthLeaders Media 

Breakthroughs report have consolidated in large and small fashion 

over the past several years. some are more focused on building 

Experts have been predicting large-scale consolidation in 

the hospital business for years. There are always deals, and 

the number of hospitals in America has been declining for 

some time, but very slowly. It seemed the M&A mania that grips 

many other industries would never really settle in on a business 

that is more mom-and-pop than multinational. 

Yes, it’s difficult to justify calling any business that’s the largest 

employer in its community a mom-and-pop, but the stand-alone 
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a certain geographic reach while others seek to acquire different 

parts of the healthcare continuum in their home markets. 

What’s common among them all is the drive to bring to a larger 

market a shared vision of efficiency in both patient care and finan-

cials. Their leaders believe thoughtful consolidation should yield a 

stronger, more competitive industry that keeps a lid on costs and 

improves quality.

How to grow “appropriately” is a complicated question in the 

Dallas area, where Baylor health care system is headquartered, 

and where most of its operating entities are located. Demographic 

projections that Baylor is using show that the 10-county area could 

double by 2025 to approximately 12 million residents. 

To meet the corresponding need for medical services, Baylor 

Health Care system has a merger and acquisition plan built along-

side opportunities for “green field” growth of both inpatient and 

outpatient capacity, says Gary Brock, Baylor’s chief operating  

officer. 

With a capital budget next year of $515 million, Brock says  

he could spend every dollar—and so could primary market com-

petitors Texas Health Resources and HCA, Inc.—and still not  

Baylor Health Care system has a merger and acquisition plan built alongside opportunities for “green field” growth of 

both inpatient and outpatient capacity. With a capital budget next year of $515 million, 
Brock says he could spend every dollar—and so could primary market competitors Texas Health Resources  

and HCA, Inc.—and still not meet the growth of the Metroplex’s healthcare needs.

meet the growth of the Metroplex’s healthcare needs.

At the root of growth for north shore-lIJ health system in 

New York is a merger strategy to get scale—size that allows the 

health system to coordinate care and cut costs that come from 

overlapping markets and gaps in care. 

From the roots of the 1991 merger of the former North shore 

university Hospital and Glen Cove Hospital, the system now has a 

service area of more than 7 million people. In markets as large as 

the New York City MsA, pressure will continue to drive the type of 

consolidation that creates larger systems such as North shore-LIj, 

leaving in doubt the future of stand-alone hospitals in such core 

urban markets. 

Bayhealth, headquartered in Dover, DE, was formed in a 

merger between two nearby community hospitals. Its executive 

team and board decided a merger between the two hospitals 

would capitalize on the strengths of each, even if it meant  

cannibalizing some business from one or the other. 

Additionally, the combined entity found itself with resources 

neither hospital had on its own. Those resources and a reshuffling 

of services in which each hospital excelled led to partnerships  
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with a major academic medical center 

that would not have been possible without 

the merger. 

novant health’s strategic plan called 

for it to double in size between 2006 and 

2010. The decision to do so was not just 

for growth’s sake, however. Growth, and 

the economies of scale that come with 

it, says CEo Paul Wiles, is at the heart of 

improving patient outcomes. 

Novant’s growth has come from 

acquiring hospitals, certainly, but also 

through acquiring essential ancillaries, 

such as imaging, that are part of the con-

tinuum of care. And M&A in healthcare, 

at least in Novant’s case, is not just about 

maximizing margin. 

Novant’s annual metrics are patient 

satisfaction, employee satisfaction, an 

operating cash flow target, and CMs qual-

ity targets. Each one of them is weighted 

equally. At its heart, growth is a risky 

strategy in an industry not accustomed 

to taking much risk. But given the rapidly 

changing landscape of the healthcare 

reimbursement system, growth appears 

to be a modern imperative.

Each of these health systems is attacking its growth strategies with a different blue-
print, but they’re all looking to develop the scale and the partnerships necessary to 
thrive in a world of declining reimbursements. 

Their approaches to consolidation can serve as important considerations for hospitals 
in the midst of trying to determine a long-term strategy that’s best for their employees 
and patients, including: 

• Planning and coordination: None of the organizations profiled in this report 
went into a merger or acquisition rashly. Rather, the decisions came from months 
or years studying the benefits and drawbacks of each individual market.

• Economies of scale: High fixed costs in IT and billing systems mean acquiring 
a new hospital or other affiliated facility can spread and reduce unit costs for the 
other facilities in the portfolio.

• it’s not just hospitals: Many institutions in this report have taken the bold steps 
of acquiring imaging centers and home health licenses, among other acquisitions, 
that break the typical mold of hospital consolidation and prepare them for better 
coordination of care.  

• Centralization: Key functions, including quality oversight, patient satisfaction 
and employee acquisition and retention, require investments in talented people. 
With a higher number of facilities, that’s easier to justify.

report 
concluSionS

http://www.facebook.com/HealthLeadersMedia
http://twitter.com/HealthLeaders
http://www.healthleadersmedia.com/breakthroughs/


Copyright ©2010 HealthLeaders Media, 5115 Maryland Way, Brentwood, TN 37027 • Opinions expressed are not necessarily those of HealthLeaders Media. Mention of products and services does not constitute endorsement. Advice given is general, and readers should consult professional counsel for specific legal, ethical, or clinical questions.

About HealthLeaders Media
healthLeaders Media is a leading multi-platform media company dedicated 
to meeting the business information needs of healthcare executives and 
professionals. 

To keep up with the latest on trends in physician alignment and other critical 
issues facing healthcare senior leaders, go to: www.healthleadersmedia.com

Sponsorship
For information regarding underwriting opportunities for healthLeaders Media 
Breakthroughs, contact:

Paul Mattioli, senior Director of sales
800/639-7477
pmattioli@healthleadersmedia.com

About PricewaterhouseCoopers
Committed to the transformation of healthcare through innovation, collaboration and thought 
leadership, PricewaterhouseCoopers’ health Industries group offers industry and technical 
expertise across all health-related industries, including providers and payers, health sciences, biotech/
medical devices, pharmaceutical and employer practices.

The firms of the PricewaterhouseCoopers global network (www.pwc.com) provide industry-focused 
assurance, tax and advisory services to build public trust and enhance value for clients and their 
stakeholders. PricewaterhouseCoopers has aligned its professional service offerings around the future 
direction of the health system. By applying broad understanding of how individual, specialized sectors 
work together to drive the performance of the overall health system, the Health Industries Group is 
positioned to help clients, industry and governments address the changing market forces of globalization, 
consumerism, consolidation and expansion, regulation, technology, and margin compression. More than 
163,000 people in 151 countries across our network share their thinking, experience and solutions to 
develop fresh perspectives and practical advice.

dISClAIMER: © 2010 PricewaterhouseCoopers llP. All rights reserved. “PricewaterhouseCoopers” refers to PricewaterhouseCoopers llP, a delaware limited liability 
partnership, or, as the context requires, the PricewaterhouseCoopers global network or other member firms of the network, each of which is a separate and independent 
legal entity. This document is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.

To view this full issue of healthLeaders Media Breakthroughs:  

hospital Merger and acquisition strategies, please click 
here to download: www.healthleadersmedia.com/breakthroughs

Looking for the rest of the issue?

http://www.pwc.com

	Button 195: 
	Page 42: 
	Page 43: 
	Page 44: 

	Button 196: 
	Page 42: 
	Page 43: 
	Page 44: 

	Button 199: 
	Page 42: 

	Button 200: 
	Page 42: 

	Button 207: 
	Button 208: 
	Button 205: 
	Page 43: 
	Page 44: 

	Button 206: 
	Page 43: 
	Page 44: 



