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Northwest Medical Informatics Symposium

Presented by Inland Northwest Health Services (INHS)
with National Center for Health Care Informatics and National Rural Health Resource Center

September 8-10, 2008 - Spokane, Washington

It's the conference where you'll hear from experts on health care IT, including
transparency, outcomes & patient safety, applications, privacy and legislative
activities. Speakers include John Tooker, MD, American College of Physicians; John
Glaser, PhD, Partners Health Care; Micky Tripathi, PhD, Massachusetts eHealth
Collaborative; Mark Levine, MD, Denver CMS Regional Office; and keynote Lee
Woodruff, wife of ABC reporter Bob Woodruff injured in Iraq.

Register at www.nmis.info or (888) 258-9632.
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Stories:
1. Study: Safety-net providers face continued financial pressures

Hospitals and other health care providers that serve low-income and
uninsured patients continue to experience financial pressures, according to
a study published online today by Health Affairs. The study of 12
communities found safety-net providers face increased demand for
services, particularly among uninsured and Medicaid patients. As a result,
most reported an overall increase in uncompensated care. To increase
revenue, many safety-net providers are attempting to upgrade and expand
facilities to attract more privately insured patients, despite limited access to
capital. “With financial and competitive pressures in the health system
increasing, safety-net providers' ability to maintain viability may depend on
the same strategies being used in the private sector to direct available
capital toward facility renovation and expansion and to attract a more
favorable payer mix among both services and patients,” the authors
conclude.

2. OIG: Some HHAs repeatedly cited for Medicare deficiency

Fifteen percent of Medicare home health agencies have had the same
certification deficiency cited on three consecutive surveys, according to a
report released Aug. 7 by the Department of Health and Human Services'
Office of Inspector General. Most of the cyclically deficient agencies were
located in six states: California, Florida, lllinois, lowa, Michigan and Texas.
Nearly half of the agencies received a repeated citation for not
demonstrating that the written care plan was reviewed by the patient’s
physician. The report recommends that the Centers for Medicare &
Medicaid Services implement intermediate sanctions such as civil money
penalties and suspension of Medicare payments for cyclically deficient
HHAs, as directed by the 1987 Omnibus Budget Reconciliation Act, and
that surveyors be required to review previous survey data before conducting
each survey. In the report, CMS generally concurred with the
recommendations.

3. Survey: Health problems continue to rise in New Orleans

The proportion of New Orleans residents reporting mental or physical health
problems has continued to climb since Hurricane Katrina devastated the city
in 2005, according to the latest Kaiser Family Foundation survey. The share
of residents reporting a mental iliness climbed from 5% in 2006 to 15% in
2008, while the share reporting a chronic condition/disability or “fair” or
“poor” health grew from 45% to 65%. One in four residents reported
problems paying medical bills, up from 9% in 2006, while 18% reported
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skipping or postponing needed care. up from 9%. Louisiana Hospital
Association President and CEO John Matessino said, “Access to affordable
health care still remains an issue in the New Orleans area. But many
groups, like the Coalition of Leaders for Louisiana Healthcare and Blueprint
Louisiana, and the Department of Health and Hospitals, under the
leadership of Secretary Alan Levine, are dedicated to redesigning the health
care delivery system within the state, as well as addressing ongoing
workforce and mental health issues.”

4. IL hospitals encouraged to donate equipment to needy communities

The lllinois Hospital Association is encouraging the state’s hospitals to
donate surplus and older medical equipment and supplies to needy
communities in the U.S. and 40 developing nations through Hospital Sisters
Mission Outreach. The project, which last year shipped 31 40-foot
containers of medical equipment and supplies to humanitarian and relief
organizations, is a ministry of the Hospital Sisters of St. Francis, sponsors of
Hospital Sisters Health System in Springfield, IL.

---notice---
Creating a Culture of Excellence
September 11-12, 2008; Pensacola Beach, Florida

Focusing on leadership’s role in motivating staff, the conference will provide
the tools needed develop a healthy culture and to safeguard success.
Participants will tour Baptist Health Care's flagship hospitat and talk with
department leaders. It offers 10 hours of CEU and ACHE credits. Visit
www baptistleadershipinstitute.com.

AHA News Now contributing writers: Mary Ann Costello and Matthew
Malamud.
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TRENDS

Caught In The Competitive Crossfire: Safety-Net
Providers Balance Margin And Mission In A
Profit-Driven Health Care Market

Safety-net providers’ ability to stay viable may depend on strategies
used in the private sector to direct capital toward renovation and
expansion and to attract a more favorable payer mix.

by Peter J. Cunningham, Gloria J. Bazzoli, and Aaron Katz

ABSTRACT: This paper describes how intensifying competitive pressures in the health sys-
tem are simultaneously driving increased demand for safety-net care and taxing safety-net
providers abtlity to maintain the mission of serving all. regardless of atiity to pay. Although
safety-net providers adagted to previous challenges ansing from managed care. health sys-
tem pressures have been more intense and more generalized across different sectors in re-
centyears than in the past. Providers are adopting some of the same strategies being used
In the private sector to attract higher-paving patients and changing their “image” as a
safety-net provider. [Health Affairs 27, no. 5 (2008); w374-w382 (published online 12 Au-
gust 2008: 10.1377/hithaff.27.5 w374)]

OR MORK!D THAN A DMLCADEL. conuern
has been widespread about the finan

cial viabidity of Americas health care

that are compelling many hosputals and phy
stelans to tocus intensively on activities that
generate sevenue, while droppog or iminne

salery ner a patchworle of haspitals, com services for which reimbursements tend o

munity health centers (CHC<), and tree i
tes that either have an explicit mission o
serve low meome. unimsured people or are
widely recognized i the commuiry as play
ing this rale " Although carlier fears of a toral
unraveling of the safery net did not macernal
17e salety et Fl‘n\'ldtl‘\ OPUTALe N an In
creasingly comperitive and prohic drven
health care marketplace - These marker pres
~tres are driven Targely by himancial concerns

NOT COVET COSEs.

This paper uses findings from the 2007
Community Trackimg Study (CT8) site visits
to deseribe how safety net providers are al
fected by the growing trend among privace
phy<icians and hospitals to shed unproficabic
parients and services. Our findings are sumilar
to previous studics in that safety net provider-
continue to experience Hnancial pressures n
part a= 2 result of marcasing numbers of umin
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strad pesple Fowever some providers are e
spondmg in wavs thar we have not observed
mrevionshe These responses include actions to
it their exposure toandigent care, as well as
actions that oiten mimic nen safery net pro
viders" ellorts to e rease revenue and attract @
muore lavorable patient mix

Study Data And Methods

The O ir conducted by the Center Ton
studving Health System Change (HSC) and
funded by the Robert Woad
fobinsan Foundation (RAWF)
HSC has been conducting in
depth tracking of health sys
tem chanees in twehve ran
Jomb sclected metropolitan
ateaa sinee 1996 through on
site and telephone interviews
with leaders from the major
The
commasEntcs e Boston: M
am Orange County (CAY northern New Jer
~ov, Clovelindl fudimapolis: Phocnis: Seacede:
Lansing; Svracuse. Greamville (SC) and Lietle
Rock. The most recent site visits took place
during February June 2007, imvolving inter
views swith about 500 respondents,

Findings in this paper are hased on inter
vicws with health care providers and recog

health svstem sevtors

nized local experts with hroad knowledge of
the health care svstem 1o their communiee
Providers mtervicwed mcwde chiet exeourive
oflicers (CLOSY and chiel financial otficers
(CFOs) of major hospitals and hospical sys
tems andd CLOs and emergency department
(1) directors of satery net hospizals, as de
seribed above Irterviews also were conducred
with dircctors of CHOS dederally qualitied
health centers [FQHCA| and non FQECS), 1o
el medicad sacicties. and Targe medica]
grotps. In addicion, group interviews of 1
TS seCtion of phvhicims in cach communircy
were conducted

The Medical Arms Race Intensifies

An mrportant trend identilicd in prior CTS
rounds was the buildup and renovation of ca
ity in hughlv protitable services, dubbed

“One feature that |
distinguishes the
current medical arms
race from the pastis
the involvement of

physicians in the
competitive fray.”
——

the " new muedical arms race 7 One feature that
distinguishes the currem medical arms race
tram the past s the extensive imvolvement ol
physicians i the competitive frav as they com

pete directhy with hospizals for many services
that can now be performed i oupaticent ~ct

tings. In vietually il of the TS comimunitics,
we found that phvsicians are sceppng up o

lorts o hudd their own diagnostic and ambu

favory sureery centers and, rherelore, are be

voming less dependent on hospitals s their
workshops. Likewise mam
physictans have expanded Ca

pacity to provide anorllan
services In thoir practices,
which are then exempt Irom
self referral conatraimts, w1
the same time, the growth of
simele specialty medical
groups has dllowed physician
practices the scae necded 1o

offer services that are more
proficable

Hospitals have responded to this compett
tve threat ina variery of sways Some enter

jownt ventures with physicians to build Ll

ties, alloveng hospitals to retain at least pare of
the revenue stream. I addition. haspitals have
renovated and huilt new tacilities 1o house
specialty services o attract ar, at @ munimuam,
a0t lose market share i selected services,
Hospitals also are contimuing to buald new ca
pacity or relocate cxIsTIg capacity m subur
ban markets to attrace high income and well
insured patients who are moving out of the
central ciey. Lxhibir [ summarizes the major
types of construction activiry reportad by pri
vate hospitals in cach of the C 1S markers”
Another aspect of the current medical arms
race that ditfers trom the past s that providers
are less able to pass along cost indreases from
mereased capital invesrments In the current
environment, public pavers set rates, and con
solidation among privare health plans hasn
creased therr leverage in provider rate neaotia
Tions m some markels. Thus, hospitals actions
to stave off potential fosses of business misht
not lead to increases m providers' prices orsta
bifity in thetr hottom lines Tn addivion these
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EXHIBIT 1

Hospital Construction Activity Reported In Community Tracking Study (CTS) Markets,

2007

Type of construction activity

CTS markets in which activity was reported

Building new fullsennce hospials or expanding
exisung general hospital capacity

Cleveland, Greenville. Indianapolis, Litlle Rock. Miami,
Phoenia

Buiiding new or expanding existng capacity in
PRy ServIce aregs

Boston, Cieveland. Greenville, Indianapohs, Lansing,
Little Rock. northern New lersey, Orange Counly,
Phoerix. Seattle

Replacing aged faclines includmg conversion o
private patient rooms

Boston. Cleveland, Greenviite, Ing:anapolis. Lansing,
Litlle Rock, northern New Jersey. Orange County,
Seatlle

Expanding capacily in selected service areas |ED,
diagnosiic services, cardiac cath labs)

Boston, Cleveland,. Greerwilie, Inthanapols, Little
Rock. Miami. noithern New Jersey, Orange County,
Phoerix, Seatile

SOURCE: Authars analvsis of Commgaty Tracking Study intervew, data, 2007

NOTE: £E70 15 erergercy, department

TIPS LIV TegUITe <amye hospitals  cspe
crdly multhosprtal sestems and freestanding
hospitals locared in the central v o allo
cate groater portons of therr current and fo
ture prodics to service srowing debe which in
turn means that fewer tunds are wailable e

support oidigent care

Effects On Uncompensated Care
Provision

Pees the recent mtensitication of comypeti
nive pressures reduee providers wellingness 1o
Prrovide tneompensated care? Ohservers in
most TS communitics report that the costs of
hospural uneompensated care continue to rise.
Livaclv as a result of continued arosveh in the
numiser of people whe are unimsured (which
nereased manonally by 13 pereent herween
[0 and 2005; see Exhibit 7 However, al
rhough Tonger term national dara from the
American Hospital Association (411A) show
nncompensated care costs inereasing 28 per
cent pwer the past decade galter adjusting for
inilationy, Llf!u)lﬂ]‘acn\,.ltcd CATU L OSEs ds o per
centage of wital hospital expenses decreased
nearly 7 percent.” Hospitads™ clforts to himit
growth 1 uncompensated care may he oceur
ring indirecthe by concentrating therr expan

ston awtvines momore altuent communities
and by downsizing or elimmating corran un
proficable servives. such as mpacient psyeinat
ric units. as observed e Dietle Rock and Or
ange County.

It is more evident that private prac tice phy
~icians are decreasing the amoune of char
vare they provide. Data from the 1S Phvs
clan Survey show that the percentage of phys
clans providing any chariey care dectined more
than 10 pereent over the past decade, which -
CONMSISLENT WIEN respondents’ reports i mast
communities that private physicans are be
coming less avanlable to uninsured and Medic
ald patients (Fxhibic 237 Conrributimg te this
cdedding 1 the fmding that phvsicians have re
cently grown less dependent on haspirals aned
are less willing to cover hospital 1 Ds wichout
compensation

Alsol the recent growth of large simgle
specialey groups that dominate @ market
might also contribute to decreased hariry
care. In Seattle, lor example, access taorthope
Jdie stirgeons is virtually nonexistent tor unmn
sured people and MMedicaid enrollees, bediunse
4 single group ol orthopedic surgeons has a
virtual menopoly i the community and docs
not aceept Medicaid or ummsured patients

T oVuwust oes



EXHIBIT 2

Trends In Hospital Uncompensated Care And Physician Charlty Care, Selected Years

1996-97 To 2004-05

Percent change, Percent change,

1996- 2000~ 2004- 96-97 to 00-01
97 01 05 04-05 to 04-05
Nurber of urinsured people
imilhong)? 386 389 437 13.2 12.3
Hesnital uacampensated care’
Tarai Inrompensated Care costs nn
misung, nflated o refiect 2005
daiictrs 225 241 283 PR 17.4
Parcent of tota expenses 6.0 5.8 5.6 8.7 ~3.4
Percert of prvsicars provid rg amy
Aty cane 763 15 682 10.6 4.6

SOURCES: See below

NOTE; Dale ranees corresponi with vanous rousds of the Commurity Tracking Study (CTSy

2 Eronglin

Fopiaton Surves

CCoreputed o Amiencat bospital Associalion. "Uncompensated Hospral Gare Cost Fact Sheet

RIVIISY

Sources of Healtk Insuranes and Characteristics of the Urninsured: Analvsis of the March 2007 Currer!
EBR! ssue Bref ~p. 310 (Washington: £mployee Benelil Research Institute. Oclober 2007

[Chircagn ARA October

f1 Curmnegharr and L. Mav, A Growng Hole in the Satety Net Physician Chanty Care Declines Agar . Tracking Report no
L3 sWashingion Certer for Studving Healtn Systen' Change. March 2006,

Effects On Safety-Net Providers

H Increased demand. Most safety et
providers report imcreased demand for ser
vices. partivalarly among the the uninsured
nd Medieand enrallees. Reasens for the m
creasad demand varied. including rapid popu
Luron growth (Phoemix and Mamiy ety
ciosures inother parts of the community
(Cleveland and northern New Jersev). in
creases in health care coses, and Tocal eco
nomic Lctors that were increasing the number
and proportion of uninsured people. Howeser
safery net providers in most oi the communi
tes also reported mereased demand because
Fewer provider- aceepted unimsured and
Medioaid patients, consistent wath the trends
reported carlicr. Some salety net providers—
for example, CHCS m Litele Rock and Orange
County -also reported that umnsured pa
tents were showing up with more seriois
health problems than in the past, which they
mterpreted as another indication oi worsening
Queessin the community

Access taspectalty care contmaes to be the
most sertous and growing problem momost

communities, with mental health, surancal.
Jdental, and vision care Trequently cited a- the
most difficult o obtaon Bevause the focus of
CHC and other free dinws s prirary care
must of the “excess demand™ for specialty care
ends up 2t safety net hospiials, These hosp
tabs are sometimes the only source of specialy
care i their communities for lew income un
msured people and Medicad enrellees. eipe
aallvaf other institations and speculises Timie
care to these patients

As aresult ol inereased demand by the un
insured, most salety net providers reported an
merease in the everall amount of uncompen
sated care they provide, Although they report
that these tvreases are PULLING, Proessiie on
therr margins, most still report halanced bud
gets or positive margins. For example, our
analysis of 2005 hospatal cost report data (the
moest recent year available) indwates that
safety net hospitals in the CT8 communitics
had aperat ing expenses for PRLICnt Care ser
vices that exceeded revenues on average by 23
pereent, but there total margins, which ac
counted lor all patient revenues. subsidices, and




DT setces b i ome ware 33 peroent, on
average Sumalarl totad margins for Nanenal
Vaocnation of Public Hospitals and Heelth
Svstems (NAPHDY members had imereased
Shahtly
cent in 2004, despite incrcases 10 ucilization

From 07 pereent in 2001 o 1.2 per

among uninsured patients.” Nevertheless CTS
satety net hospital marains are swell below the
nerage tor hospitals i general-49 percem
in 2005- and around one third o the CTS
salety et hospitals had negative wotal margins
e

B Competition with non-
safety-net providers. Al
thaugh salety act providers
are aot typieatly viesed as
major wompetitors”™ by other
prow sdors inomarker, some of
these providers” more luera
Flve el prostigions aworivitics
man be mereasingh sk as

apPartunitics to expand ser

Viees By profitable arcas

particularly specialty services are pursued.
Forexample many medical schools have cradi
tonaily affiliared with salery net hospitals e
cause of their larae and varied parient mix and
aceoss o public hoding Such wrangements
alvo provide ahaost to the resources and pres
tive of the salety net hoaprals, However, in
compering ro hecome the primary parter for
new medical schoot in Phoenis, the main
saery net haspitd mav fose oot ta a well
funded private hospital system (although i
nal decision had not been made as of thiswrir
ing). despite the fact that many respondents
vicw ed the salery net hospital as amore naru
b andd hogrcal B bed wse it was atoll service
Lacility: The teaders of the medicad school ini
tiative repertedh are attracted by the more
spechalized services heng oltered by the other
svatem, its stronger fimancial posioion, and
what Hk‘}' PL‘I'QL‘?\'\:d as gredater pn[cnti;ﬁ lor
state ol the art research and edncational sup
port Not onh would Tosing out en this alfilia
tion by ahlow to the prostige of the safery ner
provider. bue it alse could result in o serious
sethack forits plans ooy build anew hospital

CTICs also bave found themsehes m the

M
“Most safety-net
providers attempt to
balance increases in
uncompensated care
costs by also
increasing care
delivered to insured
patients.”

L

I“]I‘l!“-t .‘! TH AN \n”?][\{_‘!” B l (Rl (\'L”]‘\EXHL =~
community dinics in Ornge Connty reported
growing competition with priviare providers
aver obstetric patients, Because these patients
are nearly Al insured -and reesonabh paid
tor—through Medwed o procae insurmee,
this s oriteal patient base to keep and ox
pand i salety net dinies are o strengthen
their paver mis and Rottom line.

Mast safety net hospitals also are auieh
aware that PUIVIEC seelor proy idersex pinsin
activities o atlluent s<ubur
ban areas are making it more
ditlicult o ateract higher in
cerme privately isured pa
tients Patients now can sty
in the suburbs for their hospi
td care instead of rraveding
langer Jdistances to down
rown areas In addinon, the
substantid imvestmenes in
new bulddings and mew tech

nology i suburban tacilines
plus ametics such as private patient roonis,
nuty create the impression that the suburban
facthties huve higher quality of care chan the
relatively aged taciliries of many safety net
hospitads,

Responses By Safety-Net
Providers

Salety pet providers in many communities
have heen ahle to manage increased uncem
peasated care costs through both defensive ac
tions to manage satery net demands and offen
sive o stratogies to attract 4 berter paver mix
t~cc [xhibir 3 for sunymary)

B Limiting exposure to uncompensated
care. In three of the CTS communitics {Sea
tle, Orange County, and Lansimgy. the major
salety net hospitals have resericred nonemer
geney care for uninsured people trom curside
the local area” Because, as noted above, safety
net providers are often the eniy source of <pe
vialty care for bow income patients. taking
<uch exposure limiting actions may be effo
tively Closimg off the last remaming options for
rmligent specialey care for somme conmunitics,
Quewtng for appointments based on insurance

N a
Tyt s
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EXHIBIT 3

Safety-Net Providers’ Responses To Competitive Pressures And Increased Demand

For Care From The Uninsured, 2007

Provider response

CTS markets in which response was reported

Defensive actions 0 ime indigent care exposure
Resinching nonemergent patients
Deveiopng referral agreemenis

Ertoraing fmartial pohcies

Seallle, Orange County. Lansing

Boston, Cleveiand, Greenville, Intianapolis, Litde
Rock, Mianmi, Orange Gounty. Seattle

Cleveland, Manu

Ofensive achions W atiract beiter paver mis
Markeling Lo INsureq pauens
Leveraging competitive advantages
Upprading faciihes

Expanding nlo new services
Cranging "safely-rel’ image

Northern New Jersey, Miam

Seallle, Cleveland. Orange County

Cleveland, Seattle, northern New Jersey, Little Rock.
Indianapols

Miami, Cleveland, Indianapohs

Miami. Boston

SOURCE: Authare analyss nf Commurty Trachiog Study CTS: mtervew data 2007

conerdge s another tactie being used by the
=afery net hospatal in Tietde Rock, wich pri
viatel insured patients waiting the east
dmaunt lﬁt Lime E\‘]‘ n llPP”U]llﬂCnl dnLi
uninsured patients waiting the fongest

FDs at some salety net hospitals have been
able tereduce overcrowding and prevent fuy
thor ing e ases 1y volume by <hilting some care
toother henpirals ouepacient clinfes ar CHCS,
This Latter sirategy appedrs, in some cases, to
be part of an exphict offort o better coordi
nate care for fow income patients Respon
Jenve i Boston, Cleveland, Greenville, India
napolis, Little Rock, Mam:, Orange County,
and seattte noted agreements between hospi
tals el commumity dinies wo Lwtltae the re
errad of popcmereent patients o clinws for
more appropriate care and to establish tmedi
val hames”

fn ather communities, some salety net pro
viders manage herr nn nmpcnuﬂrnl CAre Cosls
through processes Tor determinimg cligibilicy
lor charity care and cost <haring require
ments This inddudes more rmgorously applying
ashidimg fee sohedule, becomimg more aggres
sive m o collectmg onr of packet pavments
from uninsured panienes, verifyving income, ad
abering discounts ro parients who pav up

M Managing payer mix. ‘\lost safery net
providers attempt to hatance increases m oun
compensared care costs by also increasing care
delwered ro tnsured patients, includimg targer
g privatche insured and Medicare patients,
and these elforts appear to have aceelerared in
recent years. Among NAPH member hospitals,
the ~hare of revenue from Medicare and pri
vate msuranee ineredsed from 38 percent m
2000 to 47 pereent in 2005, Overadl, revenue
from commercial nsurers increased 84 per
cent durng this periad, while Medicare reve
pue increased 62 pereent. A recent develop
ment not abserved ncarlior CTS site visit
interviews i that these creases are lvn‘lng a
comphshed by embracing many of the same
strategics bung used 1n the private sector 1o
increase patient reventie,

B Leveraging competitive advantages.
Mamy safety net providers are trving 1o ex
pand their patient bases by {ocusing on core
compuetencies and plaving to therr strengths in
having broader specialty coverage compared
to most other hospitals. For example,
Harherview Medweal Center in Scattle savs
that it competes cllectively with other hospi
tals for privately usured patients in the neure
sciences dmel trauma care. the latter ol which

iront attracts & strong paver nus through transters
——
L AT THE AT FATRS - Web Bty Wi



Prom ut e hosmtals ¢ leveland Nerraticalth
Also trompts e ise s perceved competione
advantages i the areas of tranma care, stroke.
spinad cord and Brain mpures, od communiny
nealth The University of California (1U°C).
v i Orange Coumy s one o the only
Joimt € arnmission- aeceradited stroke cemers
i the state. and the program has expanded
rapiddiy

CHOS have eoerged as fommadable compet
HOMS 1 S0me commiunities ior p]‘im.u‘_\ e
SCPVEUS TCOrPOEIng miany
of the clements ol the smedr
ca lome” model wrcarer o I
ardimation of care. and, in
same cases, more advanced
health inormation technol
don () sestems than other
primary care peos ders mthe
community ©HO S Gireen
ville, aarthern New Jorso,

and svrwouse adso reporred
more ageressive marketing cflores to draw pri
vatelv insured pationts with a center in Syra
s Tocising especsd v on s highly regarded
Jiabetes program

W Upgrading or expanding facilities.
Fvenwoathmore limited aceess to capueal, many
~afety et sroviders e upgrading and ox
panding Laalities o atract mare privately in
stred patients, such lacthities include inpaticnt
beds, operating and patient exam rooms, den
Ll climics and 7P Replacement hospitals he
mg constructed tor safety et providers in Lit
te Rock. Orange Couney, and southern Pacle
Cowny (M) are expected 1o be stronger
competitors bor privately insured panents be
caese the fcihues will be maore modern and
more accessthle v privarely imsured paciems

I Expanding into more profitable ser-
vice lines and areas. Some safery net provied
ers are trving tooao bevond plaving to their
strengths and are compering chirectly for the
most proficble services and patients, NMiami's
rgor salety net system has acguired Ghosm
vl more albhuent part ol town, aswelt g
cardiac practice. and these acguositions were
explicitly mmed at increasing privachy in
sueed patients. Other acyuisitions or expan

]_—__'
“Expanding
insurance coverage
is the most direct
way to relieve some
of the financial
pressure on safety-
net providers.”
—

sions by osome satete pet providers malide
npening anew srate of the art gerare conger
(Clevelandy, o CHO networls taking over an
obstetrics reseleney progrum from an aca
deme medicd center (and negotiating ta op
crate wy pediarme resadency program as welh
(Incdianapolis), and expanding primary care
~uhurban markets { Resten).

B Changing the safety-net “image.” v
spondents in Boston, Miame and Orange
County discussed their desire o shed therr im
age as a “salety net provider”
ty appeal to a broader spe
trum of patients: In Boston,
salety net hospitals sense
that a change in strategic i
rection s needed, given tha
the Massachusetts health re
form s using the stares un
compensated care ponl o
hele pay tor health msuranee
covertge for the uninsared
andl that in the luture chev will have e com
pete Lor therr formerly umnsured pationts.

who will have more Chatees lor care,

W Are safety-net providers' responses
related to other market factors? \Wc cxam
ined whcther actions by satery ner providers
were related to certam market o policy L
rars, mcluding the size of the unimsured popu
lation (which rellects the demand for saiety
net services), the trachuenal “strength® of the
tocal <atety net, and the presence and scope of
certificate of need (CON) reaulation in a
community, We did not ohserve any apparent
diferences i the tvpe and number of safery
net responses hetween commumties with high
nninsurance rares and communitics with low
UNINSUFANCE rares

However, using an carlier classification ol
the “strengeh” of local safery nets i CTS com
munities, we tound that provicders i commu
mitics wich craditionally strong satety nets
{Bocron, Incianapolis. Miamio Seacele) had a
arcater number of reported actions (hoth of
[emave and defensive) compared Lo communi
nies with traditionally weak safety nets (Phoc
X, Orange County. northern New Jersey,
Greenvilley ™ Stronyg salesy net providers may

woast
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strengthen thore amancial viabilite because
thev otten have greater orgamzational capacity
rodo s

I addition, TS communities Tocared i
states with more comprehensne CON regula
ton m 2007 namelys stares with CON cover
ing 1 broader range o health services
tCreematle, morthern New Jersev seattte, Syr
aorse and Laonsingy had Tewer reported o
fensne and defensive actions relative 1o those
in <tates with no or limited scope CON
Thus while CON Taws attempt o control
huealth care costs by regulating the expansion
ab health care services, more comprehensive
CON laws mun also mhihin some salery net
providers” etfort< o mamtam then viabiiny by
expandime inte new areas

Although these results suggest cortain pat
terns in safety net responses by market char
acteristics, they are nor conclusive and should
e viewed with cauton because of the rela
tively small number of sites and the nature ol
the qualitanve dara

How Can Public Policy Offset
Market Pressures?

Fxpanding msurance coverage is the most
et owav tarehieve some of the tinanc ial pres
sure on salery et proveders Seme states that
provide subsidies for uncompensated care
Propose using these subsiches ta pay tor insur
Ance coverage expanstons. Such an approach
mav he a double cleed sseord tor many safety
net providers 1 some uninsured people remain
uncovered, because they may lose both thor
neswhonsured patients as well as pubhic subst
Jies tor those who reman uninsured. Lyen m
Massachusetts, which s using the states un
compensated care poal to help pay lor univer
<l coverage. transitional support for safety
net providers was required when it became ev
ident that achieving 100 percent coverage
would take longer than expected.

Policvmakers can alsoincrease subwidies to
safety net providers, which have been eritical
to therr survival Federal Medicad dispropor
osnate share hospital (NSHY pavments have

casentiadle been Bar ~ince 1998 a8 a result of

federad eltort< te contum these coses and =eau

fate states use of provider donations and
taxes, and mneergovernmental transfers o in

crease therr DSEH allotments Alsol revenue
from stare and loval subsidics for NAPH mem

ber hospitals dectined between 2000 and 2005,
aher generad mflation s adjusted jor, and has
adso decreased as ashare of total revenue.”

Despite these matonal trends, state and o
cal support for salety net providers had m
creased in several communities at the time of
the site visit. These indhude mereased Tunding
[or indigent care services in Orange County; a
new uncompensated care pool i Florida
lundled by the state's Medicaid waiver, and the
extension ol state ancompensated care poal
lunding te community health Clines i New
Jersey.

Regulation can also help offset cortam in
centives to reduce uncompensated care For
cxample. heightened public voncern about the
community benelit actvities of tax cxempt
hospitals has prompred some states to enact
laves rthat requore minimom standards of char
ity care provision by hospitals Elaewhere,
state hospical assec@anons are trving to pre
cImpT more agaressive legislative acton by vet
ring member hospitals to voluntariy adopt
higher standards v is unknown whether such
measures have increased hospitals™ provision
of care to the uninsured, but hospitals have be
LOME MOTE »CRSIve T COMMUnIty pereep
trons of their charitable activities.

AFTTY NET PROVIDLRs have largely

weathered the threats of the past de

cade. and wome have even thrved. In the
past. they were able to adapt by maimaning
or increasing public subsidies. using creative
strategles o adapt to a changing marketplace
and to gun recognition i the community s
high quality providers of specialey care ¢hos
pitals) and primary care (CHCs) With finan
cral and competitive pressures 1 the health
svatem mereasing, safery net providers” abvl
v te mamtan viabilwy may depend on che
sdine strategios beimg uscd 11 the private scc
tor to direet awnlable capital tosward faaihing

renavatian Llﬂd CAPANsion ZU'I‘Ll Loy atiract a

AT U AT D AR Wobk Iactnee



more averae paver i among botn ser
viees and pationts Mamtaning the balanee ¥
hoeweon their mission and the requirements

For fvancad viabity has been tenuous Tor
sonne L, hut s hecoming cven morg son
marketplace that s becommg more competi
invcand probic driven.

Thiorewearch was sapporred by the Robert Woed
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and foharme Laner for then assistanee Pad Gishure,
Dchn Praper Laurie Felfand, Boh Hurley, Ahevn
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comments onran carlicr draft, 1o,
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