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Study: Specialty hospitals no big threat 
B Y  T O B Y  M A N T H E Y  ( C O N T A C T )  

LITTLE ROCK — Specialty hospitals in 
Little Rock and two other cities have had 
slight effect on the viability of their larger 
competitors, according to a report issued 

Thursday by a Washington, D.C.-based policy research group. 

The Center for Studying Health System Change looked at the 
effects of hospitals such as Arkansas Heart Hospital and 
Arkansas Surgical Hospital on general facilities such as Baptist 
Health Medical Center and St. Vincent Infirmary Medical 
Center. 

“Despite initial challenges recruiting staff and maintaining service volume and patient referrals, general hospitals 
were generally able to respond to the initial entry of specialty hospitals with few, if any, changes in the provision of 
care for financially vulnerable patients,” the report said. 

Some critics say specialty hospitals “cherry-pick” the more-profitable, easier-to-treat and better insured patients. 
That, they assert, could harm general hospitals’ ability to subsidize less-profitable services, such as psychiatric 
units and emergency services, and provide care for the poor. 

General hospitals in Little Rock and Phoenix reported an increase in= patients with more severe conditions, but 
could not attribute the trend to specialty hospitals, the report said. Indianapolis was the third city included in the 
study. 

Arkansas Heart Hospital opened in 1997 in Little Rock,and the North Little Rock-based Arkansas Surgical 
Hospital opened in 2005. 

Peter Banko, chief executive officer of St. Vincent Health System in Little Rock, who was interviewed for the 
study, said he expected “cherry-picking” to be more of an issue in the report. His sense, he said, is there is “more 
of that going on than less.” 

But Carrie Helm, chief executive officer of Arkansas Surgical, said, “We see lots of patients with various 
complications here,” Helm said. “When Baptist has [patients with] complications that they need to transfer to a 
higher level of care, they do that as well.” 

Arkansas Surgical does not decide whom to treat based on insurance, she said. 

The American Hospital Association, which says it represents all types of hospitals, disagrees with the study. 

The association said in a prepared statement that the report does “not fully represent the harmful impact limited-
service hospitals have on their communities,” adding it was based on “loosely structured interviews with a limited 
number of people.” 

Actions taken by general hospitals in response to specialty competitors, such as paying for on-call coverage and 
recruiting replacement doctors and staff, “add yet another burden on hospital’s resources at a time when 
everyone is concerned about the rising cost of health care,” the association said. 

According to the report, general hospitals in some markets reported seeing more “financially vulnerable patients” 
since specialty hospitals appeared. Some said the cause was the draw of specialty facilities, but more attributed 
the trend to an increase in the uninsured population. 

General hospitals have responded to specialty hospitals by strengthening their own ties with specialty physicians, 
the report said. 

St. Vincent has aligned with a group of orthopedic physicians, creating a joint venture surgery center with them 
several years ago. However, Banko said he believes hospitals would be encouraging such partnerships anyway - 
regardless of specialty institutions. 

Alwyn Cassil, a spokesman for the Center for Studying Health System Change - which says on its Web site that 
“it strives to provide high-quality, timely and objective research and analysis that leads to sound policy decisions” 
- said that Little Rock differs from other mark= ets because of the aggressive response to specialty hospitals. 

Baptist Health created in 2003 an “economic credentialing policy” that kept doctors from serving on staff or having 
privileges because of their ownership stake in competitors, and led to a lawsuit from doctors affiliated with Little 
Rock Cardiology Clinic who own stakes in Arkansas Heart Hospital. 

The report is based on interviews with hospital executives and other health-care experts in the markets between 
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March and June 2008. It was funded by the Robert Wood Johnson Foundation, a Princeton, N.J., philanthropic 
organization focused on improving health care. 

Several key developments have occurred since June. 

Pulaski County Circuit Judge Collins Kilgore said this month that Baptist’s policy is “void on its face as against 
public policy, is unconscionable, and is therefore unlawful and unenforceable.” Baptist spokesman Mark Lowman 
declined to comment for this article because of a pending appeal. 

The practice of Arkansas Blue Cross and Blue Shield and other insurers of paying some larger hospitals more 
than smaller competitors for the same procedures was upheld by the Arkansas insurance commissioner. That 
decision is being appealed by specialty hospitals, including Arkansas Surgical. 

“If that were to turn the other way, it would have a devastating impact on health care in Arkansas,” said Banko, 
saying it would hurt general hospitals’ ability to subsidize less-profitable services. 

Helm said most private insurers in Arkansas pay smaller hospitals “considerably less” than larger institutions, and 
less than Medicare in some instances. 

Changing that would strengthen the financial viability of small hospitals, she said. 

This article was published Friday, April 24, 2009. 
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