
W ho Pays the Bilk?

A short primer on the flow o f m oney within the three-part 
structure of Loma Linda: the healthcare facilities, the faculty 
practice plans, and the academ ic program s.

by Kent SeltmanLo m a  L in d a , t h e  c r o w n  je w e l  o f  S e v e n t h -  

day Adventist institutions, is almost as 
many-faceted as a fine-cut precious stone. 
Loma Linda, however, defies a comprehen

sive description. Loma Linda is an incorpo
rated city with about 18,000 citizens. Loma 
Linda is a church— the University Church of 
Seventh-day Adventists. Loma Linda is a major 
academic center for health-related sciences. 
Loma Linda is a world-class medical center. 
Loma Linda is a community of healthcare 
professionals.

The city of Loma Linda, of course, is 
officially unrelated to Seventh-day Adventist 
institutions. Its identity as an Adventist com
munity dates from 1905 when its new Advent
ist owners changed the name of the Mound 
City Hotel to the Loma Linda Sanitarium. Loma 
Linda incorporated as a city 65 years later in 
1970. Over the past 22 years, all members of
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the city council and all mayors have been 
Seventh-day Adventist Church members. To
day, about half of the residents consider 
themselves to be Adventists.

The University church sits prominently on 
the campus mall. As the property of the South
eastern California Conference of Seventh-day 
Adventists, it is not legally part of the university, 
but is integral to its identity. Its affiliation with 
the university, as well as its status as the largest 
Adventist church in the world, with nearly 
6,000 members, make the University church an 
important aspect of the Loma Linda identity.

The identity of Loma Linda for Seventh-day 
Adventists around the world centers around 
Loma Linda University. Yet, even for many who 
live and work in Loma Linda, the maze of 
relationships among the operational units to 
Loma Linda University remains unclear. While 
these corporate structures are complicated in 
large part by legal considerations, for the lay 
mind it is simplest to divide them into three 
major elements: (1) healthcare programs and 
facilities, (2) faculty practice plans, and (3) 
academic programs and facilities.1



Ranked in terms of impact upon the world 
church, academic programs would win out, 
followed by the faculty practice groups that 
have supported humanitarian missions around 
the world. But in terms of financial operations, 
the medical center, with net revenues of over 
$300 million—more than $800,000 per day— 
is three times larger than the $100 million of 
revenues generated by the faculty physician 
corporation. In contrast, the university oper
ates on an annual budget of about $75 million. 
Of the nearly $500 million in annual operating 
revenues at Loma Linda institutions, it is 
important to note that only about $12 million 
(2.4 percent) comes from the Seventh-day 
Adventist Church. This $12 million operating 
subsidy, of course, goes to the academic 
program of the university. And for its invest
ment, the church receives a quality education 
for more than 2,000 young members each 
year.

T ust as the founding of Loma Linda Univer- 
I sity began with the establishment of a 

nealthcare facility—Loma Linda Sanitarium— 
so today its continued well-being is depen
dent upon its large healthcare facility—Loma 
Linda University Medical Center. With such a 
massive flow of cash, Loma Linda University 
Medical Center has become the deep pocket 
for its related institutions. While the academic 
mission of Loma Linda University remains 
strong and central to operations today, a rude 
irony remains: Loma Linda University would 
not exist as a health-sciences university with
out the medical center, while the medical 
center could survive as a regional tertiary 
hospital without the university. This reality, in 
the form of about $20 million of annual 
medical center support of medical education 
at Loma Linda University, is a background 
against which day-to-day operations of the 
university-related institutions proceed. The 
background has in recent months seemed 
almost a storm cloud on the horizon as the

profitability of the medical center has suffered 
in the midst of a major economic recession in 
Southern California. Additionally, severe com
petitive pressures and public policies reduce 
payments for healthcare.

The interdependence of the organiza
tional elements at Loma Linda is revealed by 
the multiple administrative roles occupied by 
the two top administrators at Loma Linda. B. 
Lyn Behrens, president of Loma Linda Univer
sity, is a voting member and vice chair of the 
Loma Linda University Medical Center Board 
of Trustees. She is also a member of the board 
of the Loma Linda Faculty Medical Group, 
Incorporated.

The interdependence of the organiza
tions, as well as the dominant role of the 
medical center, is even more clearly found in 
the multiple roles occupied by David B. 
Hinshaw, Sr., who returned to Loma Linda 
University in 1986 as vice-president for medi
cal affairs. By provision of the by-laws of the 
university, the university’s vice-president for 
medical affairs is also president of Loma Linda 
Faculty Medical Group, Incorporated, the fac
ulty practice plan of the school of medicine. 
Independent of any provision in the by-laws, 
he has been elected by the board of trustees 
as president of the Adventist Health System/ 
Loma Linda, as well as president of Loma 
Linda University Medical Center. In addition to 
these administrative appointments, he is a 
voting member of the Loma Linda University 
Board of Trustees and the Loma Linda Univer
sity Medical Center Board of Trustees.

Healthcare FacilitiesLoma Linda University Medical Center, 
the 610-bed hospital at Anderson Street 

and Barton Road, is the dominant visual image 
of Loma Linda. Its distinct design, with three 
circular towers and a connecting core, has 
been muted over its 25-year history by con



tiguous structures. Since 1986 an almost con
tinuous building program with several phases 
has added two large wings, including one that 
houses in its lower levels the world’s first 
proton beam facility dedicated to medical 
treatment.

Loma Linda University Medical Center is 
the primary tertiary-level hospital in a five- 
county area of Southern California. The coun
ties include the heavily populated inland empire 
at the eastern end of the Los Angeles Basin, as 
well as the desert areas extending to the 
Colorado River to the east and the southern 
Sierra Nevada mountains to the north. This 
service area includes about one-fifth of the 
entire state of California. About 170 of the 
medical center’s 610 beds are designated for 
critical care. With 32 percent of the patient 
admissions to intensive care beds in 1991, the 
medical center was second— just behind 
Stanford University Medical Center— of all 14 
university-related hospitals in the western 
region in the percentage of its patients receiv
ing intensive-care services. Annually, more 
than 21,000 patients are admitted to the medi
cal center. About 45,000 patients are treated 
each year in its emergency department.

P resently the Loma Linda Children’s Hospi
tal is under construction. The children’s 

hospital, however, is not a free-standing facil
ity. It will occupy the five floors above the 
proton beam facility in the southeast wing 
added to the medical center. The children’s 
hospital will have a separate entrance, several 
diagnostic laboratories, and about 70 addi
tional pediatric beds when it opens in 1993. 
However, about 180 pediatric beds will re
main in other parts of the hospital and many 
diagnostic facilities in the main hospital will 
continue to serve the pediatric patient. The 
administration of the children’s hospital will 
continue to function under the administration 
of the medical center.

But the medical center is more than

meets the eye at the corner of Anderson and 
Barton. Located about four miles east on 
Barton Road near the west edge of Redlands 
is a subunit of the Loma Linda University 
Medical Center, the Loma Linda Behavioral 
Medicine Center. The 89-bed psychiatric hos
pital had been recently built by the Charter 
Hospital corporation when the medical cen
ter acquired it in 1990 for $12.5 million, in the 
midst of a legal and financial crisis in the 
Charter corporation. Since the acquisition, 
however, reimbursement for psychiatric ser
vices has been tightly controlled by employ
ers and third-party payers. Though exact 
figures are not made available, it is reported 
that the Behavioral Medicine Center showed 
an operating loss of around $1 million in 
1991. Even though the governing board and 
the administration of the Behavioral Medi
cine Center are organizationally answerable 
to the Loma Linda University Medical Center 
board of trustees and administration, that loss 
is not included in the medical center’s state
ment of income (see table, p. 26).

In a $28.6 million transaction in 1990, 
Loma Linda University Medical Center pur
chased the faculty medical office/outpatient 
surgery complex from Loma Linda Univer
sity. This purchase relieved the university of 
about half of its total debt and enabled 
repayment of the principal to the General 
Conference retirement fund which had fi
nanced the project. The school of medicine 
faculty had built this facility in two phases—  
1977 and 1984— and under the original plan 
would liquidate the debt by paying monthly 
lease payments. When the debt was paid off, 
the lease payments would function as an 
endowment to the university. However, when 
the outpatient surgery facility opened in 
1987, it operated at losses up to $600,000 per 
year. The medical center assumed opera
tional responsibility in 1989, thereby reliev
ing the faculty physicians of this financial 
burden.



Over the past few years, Loma Linda 
University Medical Center has also assumed 
operational responsibility for a number of the 
support services of the university. For ex
ample, personnel services, landscape services, 
and maintenance services are now managed 
by the medical center and paid from its 
payroll, with a reimbursement arrangement 
from the university.

As the statement of income indicates (see 
table, p. 26), the medical center has doubled its 
total operating revenue 
since 1986, with gross 
revenue in 1991 total
ing over $540 million.
Net income in 1991 to
taled $306 million. Be
cause of the changing 
economic environment 
of healthcare, fewer and 
fewer payers are pay
ing full charges. Insur
ance companies, health- 
maintenance organiza
tions, employers, and 
governmental agencies 
contract for discounted 
service costs or agree to 
pay only fixed amounts 
for given services re
gardless of charges.
Loma Linda University 
Medical Center’s con
tractual adjustments as 
a percent of the gross patient revenue has 
increased markedly. In 1986, $71.9 million in 
discounts was deducted from gross revenue, 27 
percent of the gross revenue. In 1987 the 
percentage for adjustments was 32 percent, in 
1988 37 percent, in 1989 38 percent, in 1990 43 
percent, and in 199149 percent. Thes pressures 
to discount charges have significantly affected 
profitability in the present, and threaten even 
lower net profits in the future.

Because of a program to improve oper

ating margins that began in 1991, by early 
1992 the monthly operations of Loma Linda 
University Medical center were profitable—  
but just barely. With the advice of a group of 
“turn around” consultants, the medical center 
is endeavoring to maximize the productivity 
of its operations in 1992 and further into the 
future. One significant change has been the 
reduction of several hundred full-time-equiva- 
lent employees, between January 1991 and 
August 1992. Other operational improve

ments in areas such 
as inventory manage
ment have provided 
operational savings. 
However, one ongo
ing major expense 
offers little opportu
nity for immediate 
reduction— the ex
pense of servicing an 
effective debt total
ing $240 million.

In the strictest le
gal sense, most of the 
healthcare facilities 
associated with Loma 
Linda University are 
not university prop
erty. Prior to 1980, 
Loma Linda Univer
sity Medical Center 
was legally operated 
by Loma Linda Uni

versity. The assets and liabilities of the medical 
center were shown on the university’s balance 
sheet. For reasons largely to do with reim
bursement policies for medical services, the 
Loma Linda University Medical Center was 
independently incorporated as a nonprofit 
religious corporation in 1980. Should the cor
poration ever be dissolved, the remaining 
assets after the payment of debts and obliga
tions will go to the General Conference Cor
poration of Seventh-day Adventists.



Also in 1980, Adventist Health System/ 
Loma Linda was created and it purchased the 
Loma Linda Community Hospital for $16 mil
lion. The Loma Linda Community Hospital, 
along with Loma Linda University Medical 
Center are the two major facilities of Adventist 
Health System/Loma Linda.

Today, Loma Linda Community Hospital 
is a 120-bed facility utilized by many faculty 
and non-faculty physicians in the Loma Linda 
and Redlands area. The university family prac
tice residency utilizes this facility for its resi
dency program. Loma Linda Community Hos
pital has become an integral part of the Loma 
Linda healthcare delivery system, with several 
health-maintenance organizations using it for 
general medical/surgical patients. Patients 
needing more specialized testing, nursing care, 
or procedures are transferred to Loma Linda 
University Medical Center for these services. 
In 1991, Loma Linda Community Hospital 
reported a $1.4 million profit on its operations.

The Jerry L. Pettis Memorial Veterans 
Hospital is, of course, owned and operated by 
the United States Department of Veterans 
Affairs, but it has a significant affiliation with 
the medical center and the school of medicine. 
The medical staff of the veterans hospital are 
faculty members of the school of medicine, 
and provide more than $1 million of educa
tional services to medical students, interns, 
residents, and fellows each year. In addition, 
research laboratories at the veterans hospital 
enhance the scientific activities of the faculty.

Faculty Practice Plans

T he faculty practice plans for the school of 
medicine and the school of dentistry 

comprise a second element of corporate Loma 
Linda. Without these plans, operation of the 
respective schools would be impossible. In 
the school of medicine, for example, tuition 
income frommedical students— even at $18,750

per year—pays less than half of the cost of 
their medical education. The clinical portion 
of the training—which consumes most of the 
last two years of the program—is financed 
largely by the $12 million that the faculty 
physicians contribute to the school of medi
cine from annual gross revenues of more than 
$100 million.

Just like any physician practice, these 
groups derive income from patient care. They 
pay for their office staff, accounting and billing 
services, rent on their office space, and sala
ries to the physician members of the group. 
They also provide, without remuneration, 
clinical instruction to medical students and 
residents, and about $21 million in support of 
medical research at Loma Linda. The com
bined contribution of the faculty to medical 
research and clinical training, $33 million a 
year, is almost three times what the Seventh- 
day Adventist Church contributes annually. 
For all this, clinical faculty members earn 
incomes often in the 25th percentile or lower 
of what they might earn in private practice.

Presently, the faculty practice plan for the 
school of medicine is comprised of 18 differ
ent not-for-profit physician corporations. Loma 
Linda University Faculty Medical Group, In
corporated is an umbrella corporation under 
which the practice groups function. Histori
cally, this organization has enjoyed little power. 
Its functions were largely limited to personnel 
management of the office staff employees, to 
oversight of the malpractice self-insurance 
plan, and to legally mandated pension/retire- 
ment plans.

As more business today is driven by 
contract with payers, there have been move
ments within many of the physician groups 
toward strengthening the Loma Linda Univer
sity Faculty Medical Group, Incorporated, at 
the expense of the separate corporations. 
Addressing this issue is one of the most 
delicate challenges facing administrators at 
Loma Linda.
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Academic Programs 
and Facilities

T he recent history of Loma Linda University’s 
separation from the La Sierra campus and 

programs has been reported earlier in Spec
trum .2 Today, Loma Linda University is exclu
sively a health-sciences university. The uni
versity consists of a faculty of religion and six 
schools: nursing, medicine, dentistry, gradu
ate school, allied health professions, public 
health. These schools are all based on the 
Loma Linda campus although most of the 
schools have off-campus courses or clinical 
affiliations.

The combined budget of these schools 
and related academic and administrative sup
port totals more than $75 million annually. 
The 1990-1991 fiscal year produced more than 
a $1.8 million operating gain, which was

available to retire long-term debt, purchase 
equipment, or make other capital improve
ments. The 1991-1992 fiscal year showed an 
unaudited gain of $550,000. The balance sheet 
of the university was improved significantly in 
1991, when the Faculty Medical Office build
ing debt was assumed by the medical center 
and the university was credited with $28.5 
million, which reduced the university debt to 
about $24 million.

The school of nursing is the oldest of the 
schools at Loma Linda University. It continues 
today the training program begun in 1905. 
Students may earn associate of science, bach
elor of science, and master of science degrees 
in nursing at Loma Linda. A full-time faculty of 
more than 30 serves a fall 1992 enrollment of 
about 255 students.

The school of medicine, established in 
1909, is the second oldest of the university’s 
schools. It is also the largest, with a faculty of 
more than 650, and 594 students in doctor-of-

Loma Linda University Medical Center 
Statement of Incom e

Total inpatient revenue

Total outpatient revenue

Gross patient revenue

Provision for contractual 
adjustments, uncollectible 
accounts, and charity care

Net patient service revenue

Other operating revenue

Total operating revenue

Total operating expenses

Income (loss) from operations

Nonoperating revenue, net

Loss on advance refunding 
of debt

Net income Goss)

1986 1987 1988 1989 1990 1991
$231,972,417 $259,448,778 $295,051,730 $331,919,934 $ 402,9 34,6 94 $446,476,560

32,381,786 34,607,032 41,897,030 57,274,222 76,169,559 94,305,080

$ 2 6 4 ,3 5 4 ,2 0 3  $ 2 9 4 ,0 5 5 ,8 1 0  $ 3 3 6 ,9 4 8 ,7 6 0  $ 3 8 9 ,1 9 4 ,1 5 6  $ 4 7 9 ,1 0 4 ,2 5 3  $ 5 4 0 ,7 8 1 ,6 4 0

$ 71,977,500 $ 94,182,3 2 0 $127,338,610 $146,526,685 $206,320,621 $264,292,160

$ 1 9 2 ,3 7 6 ,7 0 3  $ 1 9 9 ,8 7 3 ,4 9 0  $ 2 0 9 ,6 1 0 ,1 5 0  $ 2 4 2 ,6 6 7 ,4 7 1  $ 2 7 2 ,7 8 3 ,6 3 2  $ 2 7 5 ,3 5 6 ,3 7 5

11,809,318 14,550,665 19,268,432 17,578,191 22,315,805 29,941,411

$ 2 0 4 ,1 8 6 ,0 2 1  $ 2 1 4 ,4 2 4 ,1 5 5  $ 2 2 8 ,8 7 8 ,5 8 2  $ 2 6 0 ,2 4 5 ,6 6 2  $ 2 9 5 ,0 9 9 ,4 3 7  $ 3 0 6 ,4 3 0 ,8 9 1

$ 1 9 6 ,2 3 4 ,1 9 8  $ 2 0 7 ,5 0 9 ,5 4 1  $ 2 1 9 ,8 4 2 ,1 9 4  $ 2 5 0 ,6 5 7 ,9 7 9  $ 2 8 3 ,0 5 0 ,1 9 7  $ 3 0 2 ,9 8 5 ,3 6 1

$ 7 ,9 5 1 ,8 2 3  $ 6 ,9 1 4 ,6 1 4  $ 9 ,0 3 6 ,3 8 8  $ 9 ,5 8 7 ,6 8 3  $ 1 2 ,0 4 9 ,2 4 0  $ 3 ,4 4 5 ,5 3 0

$ 3 ,3 0 0 ,5 3 3  $ 7 9 4 ,8 7 7  $ 4 ,8 4 8 ,3 4 4  $ 3 , 7 8 8 , 3 8 8  $ 1 ,1 2 0 ,0 2 3  $ 1 , 7 5 8 ,9 4 2

1,099,570

$ 1 1 ,2 5 2 ,3 5 6  $ 7 ,7 0 9 ,4 9 1  $ 1 3 ,8 8 4 ,7 3 2  $ 1 2 ,2 7 6 ,5 0 1  $ 1 3 ,1 6 9 ,2 6 3  $ 5 , 2 0 4 ,4 7 2



medicine degree programs. In addition, more 
than 500 physicians continue their education 
at Loma Linda in the graduate medical pro
grams for residents and fellows.

The school of dentistry was established in 
1953. Today, its programs include the doctor 
of dental surgery degree as well as advanced 
graduate program s in orthodontics, 
endodontics, periodontics, oral surgery, oral 
implantology, and dental anesthesiology. The 
bachelor of science degree in dental hygiene 
is also offered in the school. More than 400 
students are enrolled. The school of dentistry 
is ranked first in the nation for the quality of 
the student clinical experience afforded. The 
graduate residency  program  in oral 
implantology was the first such program of
fered in the United States.

The graduate school was organized in 
1954 and offers advanced curricula in anatomy, 
biochemistry, biology, dentistry, family-life 
education, marriage and family therapy, mi
crobiology, nursing, palentology, pharmacol
ogy, physiology, and speech-language pa
thology. Students in the schools of medicine 
and dentistry can earn M.S. and Ph.D. degrees 
in several medical-related science disciplines. 
Enrollment for fall of 1992 is projected as 300 
students.

The school of allied health professions, 
established in 1966, is comprised of eight 
departments: clinical laboratory science, health- 
information administration, nutrition and di
etetics, occupational therapy, physical therapy, 
radiation technology, respiratory therapy, and 
speech-language pathology and audiology. 
The school offers two-year associate of sci
ence, baccalaureate, and master’s degrees. 
Projected enrollment is for 800 students in the 
fall of 1992.

The school of public health was founded

in 1967. In 1990 its operations were merged 
with the department of preventive medicine 
within the school of medicine. The school still, 
however, continues to offer graduate degrees: 
the master of public health, master of health 
administration, master of science in public 
health, and doctor of public health degrees. 
An enrollment of 330 students is projected for 
the fall term of 1992.

The faculty of religion functions as a 
service department to each of the six schools 
of the university. Loma Linda University offers 
neither undergraduate nor graduate degrees 
in religion. The Center of Christian Bioethics 
within the faculty of religion consults with the 
university’s professional schools and services.

While many sons and daughters of the 
East, the South, the Midwest, the Northwest, 
and even foreign lands have remained in 
Southern California and have created the large 
Loma Linda community, the majority have not. 
Hardly an Adventist congregation in the world 
has not been touched by the education or 
medical mission of this complex of Adventist 
institutions. 1 2

1 Discussion below is limited to the School of 
Medicine Faculty Practice Plans as the School of Den
tistry Faculty Practice Plan is currently being reorga
nized.

2 See, for example, Ronald Graybill, “Loma Linda 
Opts for Single University With Two Campuses,” Spec
trum , Vol. 20, No. 1; Ronald Graybill, “Loma Linda—A 
Multiversity or a Health Science University?” Spectrum , 
Vol. 19, No. 5; John Whitehair, “Loma Linda University 
Put on Probation For Two Years," Spectrum , Vol. 19, 
No. 4; Ronald Graybill, “The Case for Moving as Well as 
Merging,” Spectrum , Vol. 19, No. 1; Jean and Maynard 
Lowry, “Beyond Moving: The Merging of Loma Linda 
University,” Spectrum , Vol. 19, No. 1; Bmce Branson, 
“The Case for Consolidation,” Spectrum , Vol. 17, No. 4; 
and Rennie B. Schoepflin, “Consolidation and Contro
versy: La Sierra to Loma Linda?” Spectrum, Vol. 17, No. 4.


