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Public not served by merger of MGH, Brigham

chaselts General and Brigham & Women's hospitals has
been surprisingly reverent and unjustifiably unquestioning.
Discussing such academic medical centers, a former 3oston
hospilal executive recently wrote (hat “self-interest . . . is
something they perceive with clarily and to which they are
always ready (o respond.” This merger
promises considerable private benefits {o
the hospitals, principally from redeced
price competition belween them, bul. [ew
public benefiis. ;

As the state's two biggest hospitals,
each is large enough already Lo win
aliost all available administrative and
clinical economies of scale. Staffing
needs in most administrative departinents
would not change because they reflect.
the volume of paperwork thal. stems {in
our fragmented health care Mancing sys:
tem) from the volume of patients (reated.
And adding administrators to caordinate
the merged unils could mean_costly new
diseconomies of scale.

‘The hospitals could gain at. hest margin-
al efliciencies if they comhine departmen-
tat aperations, perhaps only for @ few eso-
{erie services such as (ransplants, Bul in
1985, these hospitals promised that. s con-
sortinm with two othier haspitals condd
timit costs and malntain quality of care
sufficientty (o warrant (he slale aflowing
all four hospilals-—instead of only one—
to do heart transplants. MGI and three
other hospitals established a sintdlar con-
sortinm for liver transplants. If such ¢al-
laborations can actually save money, no
nierger is necessary. If the consortia have
not. saved money, these hospitals nisled
us or deccived themsetves, So why should
wea believe their elaims now?

Those who promise Lhat the merger
will bring big savings need to shiow specil-
ically which programs or jobs will be cul. And why couldn’t
cach hospital cul them on its own? MGII's veported decision
to open its planned but umiecessary obstelrics scrvice con-
firms (hat this is largely a formal merger Lo reduce price
competifion, one that does litile to reduce costly dupticalion
or to increase efficieney.
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IFrurther, this merger will in no way worlc against the main
source of high costs in Boston medicine, (the elaborale and
expensive patterns of diagnosis and treatment thal have
givenour region andsiate the world's costliest. hospitals.

This merger actually may increase the cost. of care. Com-
bined, the [wo hospitads will have tremendous markel
power. Drigham awd MGI have one-third of the acute hospi-
fal beds in Boston today, and serve one out of every 12 hos-
pitalized Massachuselts residents. Most instrers would seek
lo use an institulion conumanding such a large share of the
ared's haspilal resonrces, particularly in specially eare, so
the merged hospital wonld have great ability Lo resisl payers’
demands lor discounts.

This is largely a formal
merger lo reduce price com-
pelilion, one that does litlle
Lo reduce costly duplicalion

or lo increase efficiency.

I necessary, willy ils enorinous financial reserves of $700
willion, this hehemoth could subsidize temporary price culs
(6 bid insueanee contiaels and herefore paticnts away from
othar hospitals, some of which might have 1o close or perhaps
merge on disadvanizageous terms wilth the new BrighanMGT
enlily. As the nimber of hospital beds falls further, ocenpan-
ey rates will incerease. Phen siuviving hospitals will be free to
raise prices again in a scllers” markel—where the merged
Drigham-MGH will wield unparalleled eloat.

The himge new hospital may also be Jess responsive {o
anmet health needs of Boston residents, sinee its commiii-
ly will hie so hroad and undedined,

Two yeins ago, one Project warned that deregislaling lios-
pital payments would biing market competition in the shont
term bt market consolidalion snon afler, We pointed {o the
consequences of competilive pressures in Minneapolis-St.
Paul, where observers indicated that boosting bargaining
pawer, rather than inereasing efficiency, had been the yriori-
ly for hospilads, as well as for HIMOs, insurers, doctors, and
employers, Care-giver monopolics were emerging, facilitat-
ing resistance to pressure for price cuts.

The Brigham-MGII merger is the lalest and loudest wari-
ing that compelition among hospitals is bul a Lransient phe-
nomenon, I will be followed either by private market oli-
gopoly power {or surviving hospitals or by public reregula
tion in the public interest. The chaoice is clear: We must
begin ta plan now [or the sorts of simple and fair controls on
hospital behavior (that have been demaonstrated to contain
cosl while assuring universal coverage in all other hulustrial
democracies.

We urge (he slate lo deny approval for this proposed
marger for three reasons. First, the proposed wmerger offers
no demonsiraled public benefits. Second, the two hospitals
qan reduce duplication and consolidate services without a
merger and its accompanying problems. At a minimum, the
merger should be put on hold until MGII and Brigham &
Women's demonstrale that they can cut. existing fal, a task
which cottld be even harder in a bigger organization.

Third, although we doubt that hospital compelition wili
succeed in controlling costs or inproving qualily and
access, Massachusetls has adopted a policy of promoting
conpetition, so state govenuuent should discourage reduc-
tions in the number of competitors. Compelition needs conr
pelitors—the more the better—if it is (o hold down prices.
The Brigham-MGIT merger may not violate taday's ineffec-
tive antilrust. barriers, but. it would help drive competitors
ol of business, and (the antitrust laws will do nothing Lo pre-
venl such bankriplcies. i

The merger could thus endanger other needed hospilals.
Awd such closings are unlikely to reduce our cosls. One-
thivd of Massachusells hospitals have closed since 1970, and
owr bed-to-papulation riatio is below the national average.
Yet haspitals’ per capita costs in this state have remained 356
pereent to A0 pereent. above the nation's.

One final point: the hospital werger Lrend should give
pause (o those pondering a fufure in which managed cormpe-
tition is adapted to refonm health eare. Insurer and HMO
mergers (o boosl markel share would diminish ihe nunber
ol compaeting plans, reducing conswiner choice, Because il is
almost as hard to start a new HMO as (o start a niew hospital,
there is good reason to foar that health cire would inereis-
ingly be dominated by a few major insurance company-
owned for-profit HIMOs, with sy of Loday's betler nonprof-
it HHIMOs left on the margins of the markel. The dominant
instrers would then have little need to be responsive to the
public inlerest in aceess lo care, quality, and cost control.
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