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(Abstract)

Strategic Approaches to Integrated Delivery System(IDS): Vertical
Integration and Strategic Alliance

Won S. Suh

Dep. of Healthcare Management. Gachon University

This paper discusses the strategic concepts applied to integrated delivery system(IDS). IDS is rooted in vertical
integration(V1) and strategic alliance(SA), but only few knows about the theoretical backbone of the IDS. The paper
explains how VI and SA applies to IDS, then provides cases of IDS rooted in strategic concepts; Kaiser
Permanante Model, Mayo Clinic Model, and ACO(Accountable Care Organizations). Finally the paper provides the
implication of IDS on Korean healthcare delivery system.,
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Exhibit 6—8: Patterns of Vertical Integration Among Health Care Organizations
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A = wellness/health promotion unit

B = primary care unit
C urgent care unit
D
E = skilled-nursing unit
F = rehabilitation unit
G = home-health unit

Sowurce: Adapted in part from K. R. Harrigan,

“Formulating Vertical Integration Strategies,”

Solid lines depict fully
internal transfers

hospital {(inpatient acute care unit)

Dashed lines depict market
or external transfers

Academy of

Management Review 9, no. 4 (1984), pp. 638—-652. Reprinted by permission of Academy of Management. And

adapted in part from Stephen S. Mick and Douglas A. Conrad,
Hospital and Health Services Administration 33, no. 3 (fall 1988}, p. 351. Reprinted by

Care Organizations,”
permission from Health Administration Press, Chicago.
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<# 2>2000-2002H7F ACO 7o UXI|2 R 7t 2| 22|

Zlake]
(Highest)

Eslolg A A8l (Integrated Delivery System, 1DS)2] Ak HL: 4%
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Sk} A2k A
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Y, e olg

&2, HIZ HlL

Number of hospitals/EHMSs 167
Number of beneficiaries 296.822
Measures of quality and costs
Quality of ambulatory care®
Mammography, ages 65—69 52.8%
Colorectal cancer screening 12.6
Diabetic eye exams 1.7
Diabetes, HoA1c 59.5
Institutional tilization”
Short—stay hospital discharges® 337
Long—stay hospital discharges® 13
SNF discharges® 70
Medicare institutional days® 4,05
Number of care transitions® 0.84
Spending per beneficiary®
Physician services $2.247
Acute care hospital 2,221
Hospital and physician (total) 4,467

ACO 2x[e|SEITH &
(2000—2002 37 Adnp=i)
Al =2t 52l
(High) (Middling) (Low)

735 2,090 937 232
916.116 2,530,111 042,236 298,850
50.5% 48.3% 45.5% 42.6%
12.9 13.9 135 13.7
138 40.7 394 390
57.7 55.8 54,7 53.1
347 366 389 404
17 17 19 14
73 76 82 86
418 4.44 4.81 5.21
0.87 0.92 0.98 1.01
$2.381 $2.641 $2.731 $3.012
2272 2379 2514 2613
4,653 5,020 5,245 5,625

XI=: Fisher et al.(2006), Creating Accountable Care Organizations: The Extended Hospital Medical Staff, Health Affairs (26: w44—w57)
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Primary Care 5 Primary Care Reduction in Preventable ER Visits
Practice :: Practice : & Admissions

 Primary Care Primary Care :
Practice i: Practice

HEALTH CARE EXAMPLES OF COST REDUCTION
PROVIDERS INCLUDED OPPORTUNITIES
Liv(:elo4 ".'.'.ZZZZZZZ'.ZE.E.{?U?'.E??ZIE?'.'.'.'.'.'.'.'.'.'.'.'. Coordlnated Health and SOCIal
......... Safely—Net Clinics Services Support
LeAVCe(I) 3 o Hospitals » Improved Management of Complex
{ . OterSpecialists Patients
Level 2 Major Specialists » Improved Outcomes and Efficiency
ACO (Card|ology Orthopedics, Etc.) for Major Specialties

Appropriate Use of Testing/Referral

Prevention & Early Diagnosis

A= Miller HD(2009), How to Create Accountable Care Organizations, Center for Healthcare Quality & Payment Reform
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