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Consolidation of Health Care
Provider in the U.S.

Shigeru Tanaka®, M. A., M. B. A.
Michie Yamaguchi**, M. B. A.

Abstract

Owing to the development of managed care, prices of hospital services and
income from them were seriously contained in the early to the mid 1990s in th e
United States. Hospitals thus attempted to recover pricing initiative byncreasing
regional market share by way of consolidating their businesses, while reorganizing
and coordinating their functions so as to be chosen not only by insurers but also
consumers and patients. Based on these environmental changes, this paper de-
scribes how the Integrated Delivery System (IDS), typical of consolidatel hospital
service provider, has grown and what it is.

First, we focus on management of American hospitals that have been “centra 1
arena” of acute care, and try to understand in chronological order why the I DS
has been developed. Next, we look into players that have played chief rolesin its
growth process and “methods to combine” its components, to analyze variat ions
of the IDS. Thirdly, we discuss “carve-out,” a way of outsourcing some serv ices
in the IDS, since it provides us with an interesting perspective. While IDfs
essentially a way to amalgamate fragmented healthcare functions, this ca rve-out
is an example of removing some of them in order to improve efficiency.

Finally, as summary to the studies in 4 cases (Kaiser Permanente, Sutter
Health, Catholic Healthcare West, and On Lok, all of which are not-for-pro fit
organizations), we present history/process of growth, overall evaluaton on effect
of the integration and evaluation on how far the process has been consolida ted.

Keywords : Integrated delivery system, Managed care, Bargaining power,
Organization component, Medical group
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