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ABSTRACT

Over the past two decades, the nursing home industry has experienced changes in
the financial, regulatory, and competitive environments. Nursing homes have been
greatly impacted by federal and state policies, such as the regulatory reforms of the
Omnibus Budget Reconciliation Act of 1987 and the payment reforms of the Balanced
Budget Act of 1997. Occupancy rates have fallen in the context of shortened lengths of
stay for residents and increased competition from assisted living facilities and other
home and community-based care. State Medicaid payment rates vary substantially
across states and have gone through periods of relative generosity and parsimony.
Nursing home malpractice litigation has increased causing an increase in overall
operating costs, especially in a handful of states.

Responding to these and other policy and market factors, the nation’s largest
chains have undergone periods of considerable expansion, contraction, and
retrenchment. The role of chain providers, which represent more than half of all
facilities, is significant in the nursing home industry, and a recent study by Medstat
found that many chains have reacted to recent trends by divesting ownership in certain
markets and pursuing other types of corporate restructuring. To investigate these issues
further, the Office of the Assistant Secretary of Planning and Evaluation contracted with
Medstat and Harvard Medical School to study recent trends in nursing home divestiture
and corporate restructuring of the nation’s largest nursing home chains.

After a review of the literature and analyses of On-line Survey, Certification, and
Reporting (OSCAR) data, the final report describes the trends in nursing home
ownership by national chains over the past decade and discusses policy implications.
The literature review identified the policy and market incentives that led the nursing
home industry and especially national chains to expand substantially. The generous
cost-based reimbursement policies attracted investment in the industry and encouraged
substantial merger and acquisition activities. The review highlighted several challenges
that followed when market conditions were less favorable, leading highly leveraged
chains to bankruptcy, divestiture, and corporate restructuring.

The outcome of these challenges is a national chain sector that is smaller and
differently focused than it was ten years ago. Government financing remains vital, with
corporate structure also heavily influenced by factors such as litigation, state
reimbursement climates, and geographic considerations. The industry today maintains a
moderately healthy capital structure. The industry’s re-emergence and relatively better
financial condition are attributed to more rational portfolios of nursing home ownership,
improved access to capital, and improved Medicare reimbursement.

Guided by the literature review, we set out to describe the nursing home industry
and document ownership trends over the last decade. In particular, we analyzed
OSCAR data from 1993-2004 to gain a descriptive look at the nursing home industry
over time. As with the literature review, our focus was on the characteristics and



activities of the nation’s largest nursing home chain providers. Analyses of these data
nationally, within states, and across specific chains, revealed several broad themes.
Nationally, nursing home chains have consistently owned or operated half of all
facilities. Importantly, these aggregate numbers masked important state and chain-
specific trends.

Analysis of large national chains indicated a trend toward consolidation in the
industry, exemplified by smaller chains operating in fewer states and, in some states,
emergent regional chains replacing the national chains. For example, our analyses
documented the strategic withdrawal of national chains from certain key states like
Florida and Texas where malpractice litigation has been particularly acute. In sum,
these analyses indicated that the nursing home industry over the past decade was a
dynamic one marked by expansions, bankruptcies, divestitures and corporative
restructuring.

The analyses highlighted several issues for policymakers, stakeholders, and
researchers, including areas where further research is needed. Importantly, the
analyses show that there is substantial variation across national chain providers in the
strategies by which they navigate policy and market conditions. Thus, in researching
nursing home chains in comparison to the rest of the nursing home industry, it is
important to focus beyond the dichotomous “Yes/No” of whether a facility is part of a
chain and to investigate more about the specific characteristics and practices of the
parent company.

Moreover, some of the restructuring and financing trends that were identified have
unclear implications for the quality of care received by nursing home residents (e.g., the
increased role of Real Estate Investment Trusts in the senior housing market). Although
further research into some topics is made difficult by the lack of comprehensive data on
facility ownership, further analytic work is ultimately needed to investigate these trends
more thoroughly and to analyze whether they have had any impact on nursing home
residents’ quality of care.



FIGURE 7. Percent Other Pay Residents by Chain and Year, 1993-2004
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TABLE 1. Percent of Chain Nursing Homes by Year
Year Chain Total Percent Top 5 Chains** as a Top 10 Chains** as a
Facilities Facilities Percent of the Total Percent of the Total
Chain Facilities Chain Facilities
1993 7,508 15,450 49% 19% 25%
1994 8,197 16,618 49% 17% 23%
1995 8,667 17,003 51% 16% 22%
1996 9,078 17,280 53% 14% 21%
1997 9,313 17,388 54% 14% 22%
1998 9,471 17,355 55% 16% 24%
1999 9,433 17,204 55% 16% 24%
2000 9,376 16,982 55% 17% 27%
2001 9,309 16,772 56% 16% 26%
2002 8,717 16,559 53% 17% 26%
2003* 9,180 17,585 52% 15% 23%
2004* 8,921 17,113 52% 15% 22%

* 2003 and 2004 counts are unadjusted and likely include facilities that have closed. In particular, our methodology

for identifying closures relies on using two subsequent years of OSCAR data.
** Top 5 and Top 10 chains vary by year and are ranked based on number of facilities.
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TABLE 2. Total Number of Facilities and Beds by Chain and Year, 1993-2004

Top 10 Chains in Any Year)

Chain Provider 1993 1094 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities facilities
(beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds)
766 743 708 652 503 555 552 532 484 454 426 377
BEVERLY ENTERPRISES 81,372) | (79,675) | (76,042) | (72,342) | (65,809) | (61,464) | (60,775) | (58,642) | (52,969) | (49,020) | (45.258) | (39,196)
: 42 201 277 259 252
KINDRED HEALTHCARE (4,990) | (37.438) | (35.463) | (32,000) | (31,887)
VENGOR: 1 3 10 144 223 264 260 241
(16) 105) | (022) | (18364) | (28:677) | (34,395) | (33,301) | (30,896)
: 200 189 171 55 16 8 8 2
HILLHAVEN 24,609) | (22.765) | (21.405) | (6.851) | (2.265) | (1.086) | (1,086) (242)
HEALTH CARE & RETIREMENT 115 118 122 120 104 1
(HCR)? (14,477) | (14.338) | (14.794) | (14653) | (12,668) | (100)
MANOR CARE? 148 148 154 156 179 281 280 202 289 282 202 279
(20351) | (20,646) | (21.564) | (21.666) | (25:507) | (37,746) | (37,746) | (39.264) | (38.974) | (38,291) | (39.647) | (37.375)
5 8 14 26 55 68 136 137 241 238 266 238 201
MARINER HEALTH CARE (859) 1575) | (2,907) | (6,911 | (9,041) | (16,881) | (17,164) | (29,566) | (28,895) | (32,455) | (29,286) | (24,542)
EVANG. LUTHERAN GOOD 192 108 208 205 202 201 204 196 194 188 196 189
SAMARITAN SOC. (16,354) | (16,691) | (17,406) | (17,229) | (16,797) | (16,605) | (16,802) | (15.620) | (15421) | (14,837) | (15.417) | (14,650)
p 3l 47 59 81 127 190 190 200 188 182 176 167
GENESIS HEALTH CARE 4326) | (6467) | (8452) | (10,952) | (17,392) | (24,947) | (25.051) | (25,659) | (24,.477) | (23.971) | (22,809) | (21,630)
5 75 93 124 134 104 25 25 10 7
HORIZON/CMS HEALTH CARE ©521) | (11,096) | (15,002) | (15262) | (12,206) | (3.308) | (3:361) | (1.710) | (1,149)
; 39 81 106 126 139 228 230 238 222 174 89 1
INTEGRATED HEALTH SERVICES™ | 5 05 | (10,585) | (13,365) | (16,134) | (17,384) | (26,927) | (27,028) | (29,130) | (27.274) | (21,188) | (10,194) | (1,247)
6 9 2 40 85 125
TRANS HEALTHCARE (685) 2360) | (3467) | 0087y | (13.077)
; 41 72 102 128 164 260 262 272 234 213 169 95
SUN HEALTHCARE 4,407) | (7.978) | (11,596) | (14,717) | (19,155) | (29,848) | (30,259) | (31,123) | (26,606) | (24,310) | (17,986) | (9,288)
» 5 36 o1 136 143 121 113 67 29 5 13 4
COLUMBIA/HCA HEALTHCARE (83) (1,005) | (2497) | (a326) | 4979 | (3235) | (2.870) | (1,605 | (799) (203) (267) (205)
113 117 116 111 72 11 11 4
UNICARE HEALTH FACILITIES (12136) | (12.338) | (12.358) | (11580) | (7.255) | (1178) | (1.178) (446)
LIFE CARE CENTERS OF 74 99 114 132 137 136 137 148 139 126 127 133
AMERICA (10,000) | (12,020) | (14,904) | @7,057) | (18062) | (17,863) | (17,894) | (19,103) | (18221) | (16,012) | (16,146) | (17.180)
EXTENDICARE HEALTH 3 3 3 15 64 157 163 152 149 132 132 133
SERVICES (186) (210) (210) (1L123) | (6238) | (16,339) | (16,829) | (15280) | (15,101) | (13464) | (13.418) | (13,650)
97 99 93 99 95 99 102 68 60 3 1
TEXAS HEALTH ENTERPRISES (10,803) | (11,126) | (10,316) | (10,676) | (9,982) | (10,581) | (10,914) | (7,337) | (6,515) | (256) (102)
74 96 98 74 53 29 29 11 9 7 6 2
FIRST HEALTHCARE (10244) | (3569) | (12.987) | (9.889) | (7.429) | (41700 | 4170) | (@.748) | (1.564) | (1.413) | (1.155) (315)
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TABLE 2 (continued)

Chain Provider 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities | facilities
(beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds) (beds)
85 109 119 131 131 62 62 39 28 1
LIVING CENTERS OF AMERCA 9252) | (11.652) | (13,625) | (14374) | (14619) | (7.241) | (7241 | (4540 | (3,214) (60)
1.  Vencor acquired Hillhaven facilities around 1995; Vencor went bankrupt in 1999 and re-emerged as Kindred in 2001.
2. Health Care Retirement merged with Manor Care in 1998. Includes Manor Care and HCR Manor Care facilities to reflect merger with HCR.
3. Paragon and Mariner merged in 1998 and were named the Mariner Post Acute Network. Mariner went bankrupt in 2000 and later merged with National Senior Care in 2004.
4.  Genesis went bankrupt in 2000.
5. Horizon/CMS Health Care facilities were purchased by Integrated Health Services/Trans Healthcare in 1997.
6. Integrated Health Services went bankrupt and their facilities were taken over by Trans Healthcare in 1999.
7. Sun Healthcare includes Sunrise and Sunbridge facilities. Sun Healthcare went bankrupt in 1999.
8. Columbia merged with HCA in 1994 to become Columbia/HCA Healthcare.
TABLE 3. Number of States* in which Chains Operated by Year, 1993-2004
Chain Provider 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
BEVERLY ENTERPRISES 34 36 36 34 33 33 32 30 30 28 27 27
VENCOR/KINDRED 1 3 7 27 29 32 32 31 32 32 32 29
HILLHAVEN CORPORATION 32 31 31 21 10 5 5 1 0 0 0 0
HCR/MANORCARE 33 32 31 31 31 31 31 31 31 31 30 30
MARINER HEALTH CARE 3 8 11 17 17 23 23 23 24 23 23 21
EVANG. LUTHERAN GOOD 25 26 26 25 25 25 25 24 23 25 24 24
SAMARITAN SOC.
GENESIS HEALTH CARE 7 11 12 13 16 19 19 17 16 16 15 14
HORIZON/CMS HEALTH CARE 14 16 20 23 21 12 11 3 3 0 0 0
INTEGRATED HEALTH SERVICES 17 22 24 29 29 31 31 29 28 24 21 10
SUN HEALTHCARE 8 11 14 17 22 25 25 25 24 25 25 14
COLUMBIA/HCA HEALTHCARE 3 13 21 28 29 27 27 21 14 4 10 4
CORPORATION
UNICARE HEALTH FACILITIES 13 13 12 10 10 6 6 2 0 0 0 0

* Includes the District of Columbia.
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TABLE 4. Number of Chain-Operated Facilities in Florida by Chain and Year

Chain Provider 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
BEVERLY ENTERPRISES 59 62 60 58 55 49 50 36 6 0 0 0
HEALTH CARE & RETIREMENT 19 20 22 22 19 0 0 0 0 0 0 0
CORP!

UNICARE HEALTH FACILITIES 13 14 12 14 12 2 2 0 0 0 0 0
NATIONAL HEALTHCARE 11 11 11 10 11 12 12 1 0 2 0 1
CORPORATION

MANOR CARE" 9 9 10 12 16 34 33 37 36 33 34 30
HILLHAVEN CORPORATION? 8 8 10 2 0 0 0 0 0 0 0 0
LIFE CARE CENTERS OF 3 3 6 7 9 9 10 12 9 8 12 11
AMERICA

INTEGRATED HEALTH SERVICES 2 16 23 26 27 34 34 49 41 21 5 1
COLUI;/IBIA/HCA HEALTHCARE 2 5 13 23 18 19 19 10 1 0 1 0
CORP

DELTA HEALTH GROUP 0 0 2 5 6 12 14 26 28 31 33 33
SEA CREST HEALTH CARE 0 0 0 0 0 0 0 0 3 47 54 25
MANAGEMENT

TANDEM HEALTH CARE 0 0 0 0 0 1 1 18 19 21 21 21
HOME QUALITY MANAGEMENT 0 0 0 0 0 0 0 1 3 10 11 14
MARINER HEALTH CARE 0 0 7 18 23 25 25 28 28 28 4 1
KINDRED HEALTHCARE® 0 0 0 0 0 0 0 4 19 18 3 0
EXTENDICARE HEALTH 0 0 0 0 3 16 17 1 2 0 0 0
SERVICES

GENESIS HEALTH CARE 0 1 5 6 13 13 12 9 9 7 1 0
VENCOR? 0 0 0 4 10 13 12 14 0 0 0 0

1. Health Care Retirement merged with Manor Care in 1998. Includes Manor Care and HCR Manor Care facilities to reflect merger with HCR.

2. Vencor acquired Hillhaven facilities around 1995. Vencor went bankrupt in 1999 and re-emerged as Kindred in 2001.

3.  Columbia merged with HCA in 1994 to become Columbia/HCA Healthcare.
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TABLE 5. Number of Chain-Operated Facilities in Texas by Chain and Year

Chain Provider 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
BEVERLY ENTERPRISES 109 77 46 49 21 1 0 0 0 0 0 0
TEXAS HEALTH ENTERPRISES 94 97 92 98 94 98 101 68 60 3 1 0
LIVING CENTERS OF AMERICA 48 56 61 61 53 24 24 18 17 0 0 1
LIVING CENTERS OF TEXAS 44 42 37 31 32 20 19 22 17 8 8 15
UNICARE HEALTH FACILITIES 13 15 15 15 9 0 0 0 0 0 0 0
MANOR CARE" 7 7 10 6 10 10 10 11 11 17 16 11
SUMMIT CARE CORPORATION 5 8 20 22 22 23 22 20 19 14 10 2
SUN HEALTHCARE? 4 14 15 21 24 26 27 25 20 8 4 0
INTEGRATED HEALTH SERVICES 3 12 19 15 14 27 27 32 34 24 14 0
COLUMBIA/HCA HEALTHCARE?® 2 15 33 38 39 32 28 18 10 2 4 1
DAYBREAK HEALTHCARE 0 0 0 0 0 0 0 0 1 47 59 74
MARINER HEALTH CARE"® 0 0 0 9 10 23 23 45 49 63 63 54
SENIOR LIVING PROPERTIES 0 0 0 0 0 27 27 43 44 46 48 47
TRANS HEALTHCARE 0 0 0 0 0 0 0 0 0 0 3 18
TENET HEALTHCARE 0 0 4 10 14 13 14 6 5 4 6 5
EXTENDICARE HEALTH 0 0 0 0 8 18 18 17 14 0 1 0
SERVICES
HEALTHCARE CENTERS OF 0 24 52 57 55 23 22 10 7 1 1 0
TEXAS
PARAGON HEALTH NETWORK”* 0 0 0 0 0 19 19 7 6 0 0 0

1. Health Care Retirement merged with Manor Care in 1998. Includes Manor Care and HCR Manor Care facilities to reflect merger with HCR.

2. Sun Healthcare includes Sunrise and Sunbridge facilities. Sun Healthcare went bankrupt in 1999.

3.  Columbia merged with HCA in 1994 to become Columbia/HCA Healthcare.

4. Paragon and Mariner merged in 1998 and were named the Mariner Post Acute Network. Mariner went bankrupt in 2000 and later merged with National Senior Care in 2004.
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