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Commumfy
is a poor

AMI relaﬁve

By STEVE SHENDER
and JAMIE MARKS
Sentinel Staff Writers

'~ SANTA CRUZ — The second-largest
private hospital chain in the country,
American Medical International Inc., en-
joys a healthy share of the $625 mllhon in
profits earned by the proprietary hospital
industry.

Cruz is a poor relative, according to the
picture being painted by past and present
employees.

In 1983, Beverly Hills-based AMI
 chalked up net operating revenues of $1.3
billion and net income, after taxes, of
$101.5 million.

Over the last several years, AMI has
'» recorded steady revenue gains and dra-
matie profit increases. In 1981, the corpor-
ation reported $913.5 million in net rev-
enues and $50.8 million in after-tax earn-
ings. The following year, AMI’s net oper-
ating revenues increased to $1.2 billion,
while its after-tax income soared to $78.8

In the business world, AMI is a comer, a
hot commodity.

' But on AMI’s balance sheets, Communi-
ty Hospital is what accountants like to call
a “‘loss center.”

‘But in AMI's corporate family of more

employu m‘é\ﬁ <

it turned a profit last year,

y for the first time since its
acqnisitlon by AMI in 1978, Community is
currently losing money, according to
sources at the hospital. (Executive Diree-
tor Jean Adams insists the hospital is still
‘showing a profit.)

Business, measured in terms of the per-
centage of beds actually occupied at the
180-bed facility, is off, a reflection, in part,
of competition from rival Dominican Hos-
pital. Adding to Community’s woes are
changes in Medicare reimbursement
procedures which promise to reduce rev-
enues for many of the patients the hospital
is still attracting.

Community employees’ wages have
been frozen since February, and the hospi-
‘tal is currently beset by layoffs. Since
December, positions have been cut and
employees let go, say msiders

w Main lerary — a picture is emerg-
.@f the AMI-owned hospital as aﬁ in-

ution in crisis.

. With several renowned cardiac surgery
.faeﬁmes less than an hour’s drive away in
‘the Santa Clara Valley, Community’s
. proposed heart care unit may figure as.
little ‘more than a convenience for local

patlents and their families.
. But in the corporate scheme of tm

;ﬂw heart center may be a matter ‘of
finiancial life and death for Comnmﬁty ;

Hospital.
 The heart care center was 1dentiﬂed

vtwo years ago in an internal AMI manage-
ment study as vital to Community’s con-
tinued financial health. And Community
employees, including workers still on their’
jobs and employees who have been laid
off, say that hospxtal officials are gam-

7 unit will

~As serious as Community m
5 appear to be, there is some
mtlon that the circumstances forcing
the hospital’s wage freeze and layoffs are
not entirely of its own making. To some
, they reflect the management
strategy of Community’s absentee

ate owners, who treat hospital care like

;any other business, seeking to maxm

. profits by slashing costs.

Community Hospital workers are not
.the only AMI employees whose wages are

. on ice right now. According to hospital

- sources, the wage freeze was imposed by

. /AMI chainwide.

_--And layoffs have been occurring. at
~other AMI hospitals. At three other AMI-
owned facilities in the Central Coast area,
40 employees have been laid off in recent
weeks, and others have had their hours
reduced.
‘At French Hospxtal in San Luis Obispo,
“two nurses were recently fired, hours for
17 others were reduced, and seven other
hospital employees were let go. An ad-
ditional 31 workers were laid off at neigh-

boring Sierra Vista and Arroyo Grande

“hospitals.

The wage freeze and wave of layoffs at
Community and other AMI-owned hospi-
tals were preceded by a major expansion
of the AMI chain. About six months ago,
AMI purchased Lifemark Corp., a chain of
25 hospitals and three alcoholism clinies in
Texas

- The reported purchase price was 31

&me Community Hospntal employees
Am;:harge that AMI is seeking to fi

‘its Texas purchase out of cutbacks at itsm

‘other facilities.

Executive Director Adams insists
otherwise. He said, “The Lifemark ac-
quisition made AMI stronger. It will allow
the hospitals (in the chain) not making
mrmey to be carried by the larger com-

M@mﬁmwmnmm
last several years indicate that the
Southern California corporation’s strategy

 ployees. “Th

of profit maximization through cost qm»
ting has been a smashing success. -
Between 1981 and 1982, for example. the
company’s profits increased 55 percent, at
a time when its revenues rose by less than
~half that amount — 23 percent. Between

1982 and 1983, revenues increased Juﬂf .

percent, but profits still rose 28 percent.

Community Hospital’s financial per-
formance, in the face of this rosy corpor-
ate picture, has not been the sort to Wﬂ'ﬂ‘i
an AMI stockholder’s heart.
; A&though Community turned a prc&
last year; sources at the hospital say it has
been losing money since January, posting
a $10,000 to $12,000 loss in one month alone
eﬁrﬁer this year.

© Adams disputes that fmanclal plcture
and dinsists the hospital made $17,000 in
Agnl‘ “That’s a 1.1 percent profit after

‘That s not what he told departmﬁf.
gers at a meeting,” said a source.
‘“He said we went in the red last month
and we’'ve got to cut costs.” Other sources
confirmed that statement.

insists Community’s financial

and workers. But he does say,
institution has fo have more money
g into its pockets than it has gomg
ut to keep operatmg

- Some of those who spoke with The Sen-
‘tinel have worked for other AMI hospitals.

- Many were employed at Community for

three years and longer, and say their main
concern is in seeing the hospital remam a
viable institution.

One insider said, “The employees are
not doing this (talking to the press) be- .
cause they want to see the hospital or AMI
go down. They want to see a solid hospital
able to deliver good service ... If Com-
munity closed, it would be the same old
story of the only supermarket i in town.”

What has bothered many insiders is m
administration’s attitude toward the em-
ere was never a meeting with
department n 's to discuss what we
could do to bring costs down,” said one
Community employee. :

=

jon is not the reason he is cutting -

m McGovern sgid saVed the mtﬁ'.

1 $76,008 the first yedr and $40,000 the sec-
d year.
mmunity Hospltal workers said first

Mof trouble began in December when
adminstration-level employees were
scharged. Then in February, Adams

led a large meeting of the staff in the

vital cafeteria, announcing that wages
wmbeﬁ‘mmimm

At that time A(hms repormdly prom-
?ed there wouldn’t be any layoffs. -

‘““The February wage thing- really
'med people because of the way it was
_done,” said one insider. ‘“Once you lost

_your position, you were actually (moved)
out of your office. They did that overnight
and over the weekend so that by the time
(workers) came back from the weekend,
their offices were changed on them.

““Most of the people would have seen

their demotions as being for the good of

the hospital if it had been presented to
them that way. It wasn’t.”

- “It’s a bad administration w1th very

little support from down south,” said

_ another Community employee. :

v . Insiders say employee morale is low.
“Everybody feels so insecure. The feeling.

'is, Who's next to go?”’ said an employee.

- One person commented, ‘‘Fridays have

p 'abme bad days, because that’s when the
. layoffs have beem done.”

- Said another person, ‘I was called in at

5 p.m. on Friday and told they were domg

_away with my position as of Monday ...
<It’s difficult to believe they didn’t know

‘this more than four hours in advance.”

The administration has axed employees

from one department at a time.

“have been across-the-board, hlttmg de-

partments such as nursing, hitcm cen-
tral services, pharmacy, hou

and lately, the laboratory.
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