Mr, Donald S. Clark ) April 3, 2003
Office of the Secretary

Federal Trade Commission

6 Pennsylvania Ave., N.W.

Washington, DC 20580

Dear Mr. Clark

The Massachusetts Council of Community Hospitals (MCCH) is an organization of
twenty (20) community hospitals which are free-standing independent hospitals. They are
located across the Commonwealth in a cross-section of community settings. We
appreciate the opportunity to give testimony in your review of the effect of mergers on
the healthcare system in Massachusetts and in particular in Boston.

MCCH has not conducted any work to specifically identify issues regarding the
competitive behaviors or actions of any of the many merged hospital systerns located in
Boston. We do have rising concerns about the effect on the viability of the community
hospital system as a possible result of these mergers. Hospital margins in Massachusetts
may be the lowest in the nation. This poor financial performance is the result of many
factors. One factor that recently has revealed itself ,as the product of an economic
analysis, is that Massachusetts community hospitals receive 23% less for non-Medicare
discharges than the national average of a 1% premium over cost. We can only speculate
that the bargaining power of Boston healthcare organizations greatly overwhelms the
ability of many community hospitals to successfully compete for private payer insurance
premium. We believe that sufficient dollars exist in the private pay insurance market
since our health care premiums are among the highest in the nation yet our profitability is
among the lowest in the nation. We cannot make any judgments regarding the effect of
these mergers have had on the continued closing of community hospitals or their
dramatic downsizing except to note that Massachusetts by 1999 is 15% below the
national average in beds/1000 with more community hospitals becoming endangered
every year.

We also note the significant growth in employment levels in Boston as well as total
increase in market share for both inpatient and ambulatory care and an extraordinary
growth in capital building programs over the decade. Massachusetts residents now utilize
a teaching hospital setting for inpatient care 2.5 times the national average. This
movement of patients to a high cost setting from a low cost setting may not have been
envisioned in the Hart-Scott Rodino filings as a community benefit. This effect could be
an unintended consequence of the effect of multiple mergers, in Boston, and the resultant
competition between teaching hospitals to improve their financial position against one
another. Possibly the economic effect the community hospitals are experiencing in not
receiving adequate payment for services in order to attract and retain nurses and
physicians, acquire new technology and retain patients is collateral damage as goliath’s
battle for supremacy in a very small city and must reach deeply into the suburbs for
patients.




' have enclosed the report from which I extracted the data used above. I will be happy
to clarify any point at your convenience. I can be reached at 781-424-0930. Email is

dthiemeO 1 @attbi.com.
Og ueng

Donald J. Thieme

Executive Director
MCCH
45 Braintree Hill Office Park
Suite 300
Braintree, MA 02184
Enclosure:
Cape Ann Economics Report

For MCCH-June 2001
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