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B e d s

A L R E V E N U E  O V E R  E X P E N S E S  D A IL Y  S E R V IC EH O S P IT A L
■

O C C U PA N C Y,

___________ ( L O S S )  C A IN P e r  B e d C l! • RGE
L E N C T H  O F  ST A Y

1 7 5 A l a s k a  H o s p i t a l ( 2 . 5  M i l l i o n ) - 1 4 2 , 8 5 7 2 2 0 . 0 0 5 3 . 6 4 . 7

6 7 B a r t l e t t  ( J u n e a u ) ( - 0 - ) 0 1 9 0 . 0 0 4 6 . 2 4 . 2
3 0 C e n t r a l  P e n i n s u l a  

S o l d o  t n a
2 1 0 , 0 0 0 + 7 , 0 0 0 1 9 5 . 0 0 5 6 . 4 3 . 2

1 4 C o r d o v a ( 1 2 0 , 9 0 7 ) - 8 , 6 3 6 1 9 5 . 0 0 2 8 . 5 5 . 1
2 5 K o d i a k ( 1 5 5 , 4 2 6 ) - 6 , 2 1 7 2 1 5 . 0 0  ■ 4 3 . 9 2 . 8
1 3 P e t e r s b u r g ( 1 3 5 , 0 0 0 ) - 1 0 , 3 8 4 1 9 0 . 0 0 2 1 . 0 3 . 0
3 3 S e w a r d  ^ ( 2 1 1 , 0 0 0 ) - 6 , 3 9 3 1 9 0 . 0 0 1 0 . 0 2.7
2 4 S i t k a ( 2 5 1 , 0 0 0 ) - 1 0 , 4 5 8 1 9 0 . 0 0 4 2 . 9 4 .  3
1 3 S o u t l i  " e n i n s u l a  ( l l o m e r ) ^ C ( 2 4 0 , 0 0 0 ) - 1 8 , 4 6 1 1 9 5 . 0 0 7 9 . 0 2 . 8
1 5 V a l d e z  ^ ( 3 7 4 , 4 3 8 ) - 2 4 , 9 6 2 2 1 0 . 0 0 1 3 . 4 2 . 5
1 7 V a l l e y  ( P a l m e r ) ( 3 5 4 , 2 9 7 ) — 2 0 , 8 4 1 1 8 5 . 0 0 5 0 . 0 2 . 9

1 0 W r  a a g e 1 1  X ( 1 3 0 , 5 9 3 ) - 1 3 , 0 0 0 1 9 0 . 0 0 2 4 . 0 3 . 4

1 3 N o r t o n  S o u n d  C ( 2 7 6 , 9 0 1 ) - 2 1 , 3 0 0 3 4  2 s  0 0 5 1 . 0 3 . 9

4 4 K e t c h i k a n 1 8 5 , 5 9 6 + 4 , 2 5 8 2 1 0 . 0 0 4 2 . 4 3 . 7

1 5 5 F a i r b a n k s t 6 0 , 0 0 0 + 4 , 2 5 8 1 8 5 . 0 0 7 0 4 . 9
2 5 0 P r o v i d e n c e 1 , 9 5 1 , 6 5 2 + 7 , 8 0 6 2 1 0 . 0 0 8 0 6 . 0 3
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[ON HOUSE BILL N ) .  1 3 1 ]  
FROM: SENATOR PARR



FISCAL NOTE'■ DHI?Rcsolution NO. CSHBL31 (HESS) amended - ________________Title An act increasing state aid tor neaitn fa c ilitie s  and hospitals Requested bv Charlie'Parr______________________________  Date b/37~1981

THE LEGISLATURE OF THE STATE OF ALASKA
TW E L F T H  L E G I S L A T U R E

II. FISCAL DETAILAgency Affected Department of Community & Regional Affairs__________________________Program Category Affected DevelopmentBRU, Program, or Subprogram(s) Affected Community Assistance Brants (Note: If more than one budget component is affected, separate line-item amounts and funding lor each component in the analysis section.)EXPENDITURES (Thousands of Dollars)FY 81 FY £2 FY 83 FY 84 FY 35 FY8C1 op PERSONAL SERVICES?nn TRAVEL3no CQNTRACPUAL400 COMMODITIES
300 EOUIPMENT600 LAND & STRUCTURES700 GRANTS. CLAIMS ETC. 3,766.0 4,142.6 '4” 55’0 5,012.6 5,513.9TOTAL 3,/66.0 4,142.6 4,556.9 5,012.6 5,513.9

FUNDING (Thousands of Dollars)GENERAL FUND ....................... 3,766.0 4.142.6 4,556.9 5.012.6 5.513.. 9FEDERAL FUNDSOT HER (Specify Fund Source)
POSH IONSFULL TIME -0- -0- -0- -0- -0-PART T IMETEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)3,765,999 additional funding would be reqtired to fund CSHB 131(HESS) amended in FY 82. A ten percent increase per yeai was assumed for fundinq the next four fiscal years.

IV. DATE 6/3/1981 _
Original: Legislative Finance

Netta Crag.PREPARED B Y ______________ ______________AGF.NCY Community & Regional Affairs PHONE____________ 465-4733_________
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POSITION PAPER 
ON

HOUSE BILL 1 3 1  
( R e v i s e d  3 / 1 8 / 8 1 )

1

"An Act i n c r e a s i n g  s t a t e  a i d  f o r  h e a l t h  f a c i l i t i e s  and h o s p i t a l s ;  and p r o v i d i n g  f o r  
an e f f e c t i v e  d a t e . "

House B i l l  1 3 1  p r o v i d e s  an i n c r e a s e  in  t h e  amounts a v a i l a b l e  u n d e r  t h e  h e a l t h  
f a c i l i t i e s  r e v e n u e  s h a r i n g  program t o  m u n i c i p a l i t i e s  f o r  t h e  o p e r a t i o n  o f  h e a l t h  
f a c i l i t i e s  and h o s p i t a l s .  The Department  r e c o g n i z e s  t h e  need f o r  a s s i s t a n c e  in  
o p e r a t i o n s  f o r  many o f  t h e  S t a t e ' s  h e a l t h  f a c i l i t i e s ,  p a r t i c u l a r l y  t h e  s m a l l  r u r a l  
h o s p i t a l s .

The h e a l t h  f a c i l i t y  r e v e n u e  s h a r i n g  p ro g ra m ,  which was o r i g i n a t e d  t o  r e l i e v e  h e a l t h  
f a c i l i t i e s  o f  f i n a n c i a l  s t r a i n s  p l a c e d  upon them b e c a u s e  o f  u n c o l l e c t a b l e  d e b t s ,  
h a s  undergone c h a n g e s  in  s u p p o r t  l e v e l s  and p e r h a p s  i n  i t s  p h i l o s o p h y  s i n c e  i t  was 
e s t a b l i s h e d  i n  1 9 7 1 .  There  have been s i m i l a r  e f f o r t s  t o  i n c r e a s e  t h e  minimum 
amounts  a v a i l a b l e  in  r e c e n t  l e g i s l a t i v e  s e s s i o n s .

A l l  h e a l t h  f a c i l i t i e s  have  b a s i c  o p e r a t i o n a l  c o s t s  which must be s u p p o r t e d  r e g a r d ­
l e s s  o f  t h e  volume o f  p a t i e n t s  a v a i l a b l e  t o  g e n e r a t e  r e v e n u e s .  Thi s  f a c t  can 
p e r h a p s  b e s t  be s e e n  by l o o k i n g  a t  t h e  minimum r e q u i r e m e n t s  f o r  a h o s p i t a l .

Each h o s p i t a l ,  w h e t h e r  r u r a l  o r  u r b a n ,  must have t h e  f o l l o w i n g  b a s i c  a r e a s  in  i t s  
f a c i l i t y  t h r o u g h  which t o  p r o v i d e  h e a l t h  c a r e  s e r v i c e s :

P a t i e n t  Care  I n c l u d i n g :

1 i n t e n s i v e  c a r e  room 
1 i s o l a t i o n  room 
1 tw o-b ed  p e d i a t r i c  room 
1 f i v e - c r i b  n u r s e r y

G r o s s  s q u a r e  f e e t :

1 c o r o n a r y  c a r e  room 
1 p s y c h i a t r i c  room 
? tw o -b e d  a c u t e  c a r e  rooms

TOTAL 5 , 6 0 0  s q .  f t .

S u r g i c a l 2 , 4 0 0 O b s t e t r i c s 3 , 4 0 0

Emergency 1 , 1 0 0 R a d i o l o g y 900
L a b o r a t o r y 400 P h y s i c a l  t h e r a p y 500

D i e t a r y 1 , 7 0 0 A d m i n i s t r a t i o n 1 , 6 0 0
C e n t r a l  s e r v i c e s 400 Genera l  s t o r a g e 300

Laundry 700 Waste d i s p o s a l 600

Morgue 400 O u t p a t i e n t 2 , 0 0 0

COMBINED s q .  f t .  TOTAL 2 2 , 0 0 0

There  i s  a b a s i c  c o s t  o f  o p e r a t i o n  f o r  t h i s  minimum h o s p i t a l  which r e s u l t s  f rom 
s t a f f i n g  c o s t s ,  b u i l d i n g  m a i n t e n a n c e ,  and u t i l i t i e s .

The c o s t s  f o r  b u i l d i n g  m a i n te n a n c e  arid u t i l i t i e s  a r e  a l m o s t  e n t i r e l y  a f u n c t i o n  o f  
t h e  a r e a  o f  t h e  h o s p i t a l .  The s t a f f i n g  c o s t s  a r e  d i r e c J y  r e l a t e d  t o  t h e  s e r v i c e s  
which a r e  o f f e r e d  by t h e  h o s p i t a l  and c o m p r i s e  t h e  g r e a t e r  p a r t  o f  o p e r a t i n g  c o s t s .
A c e r t a i n  l e v e l  o f  minimum s t a f f i n g  f o r  t h e  f u n c t i o n s  o f  m e d i c a l  r e c o r d s ,  d i e t a r y ,  
m a i n t e n a n c e ,  h o u s e k e e p i n g ,  l a u n d r y ,  n u r s i n g ,  l a b o r a t o r y ,  x - r a y ,  e t c . ,  i s  u n a v o i d a b l e  
and must e x i s t  in  o r d e r  f o r  a h o s p i t a l  t o  p r o v i d e  s e r v i c e .  Due t o  t h e  low p o p u l a t i o n  
s e r v e d  and t h u s  t h e  low l e v e l s  o f  r e v e n u e  g e n e r a t e d ,  t h e  r u r a l  h o s p i t a l s  and n u r s i n g  
homes have  d i f f i c u l t y  i n  m e e t in g  o p e r a t i n g  e x p e n s e s .  Many o f  t h e  r u r a l  h o s p i t a l s  
s u b s i s t  o n l y  a s  a r e s u l t  o f  g r a n t s  f rom l o c a l  g o v ern m e n t .
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A l l  f a c i l i t i e s  c o n t i n u e  t o  e x p e r i e n c e  o p e r a t i o n a l  c o s t  i n c r e a s e s  a s  a r e s u l t  o f  
i n f l a t i o n  r e f l e c t e d  in  i n c r e a s e d  f u e l  c o s t s ,  i n c r e a s e d  s a l a r i e s  and i n c r e a s e d  c o s t  
o f  s u p p l i e s .

The h e a l t h  f a c i l i t y  r e v e n u e  s h a r i n g  program which a t  p r e s e n t  p r o v i d e s  o p e r a t i o n a l  
c o s t s  t o  f a c i l i t i e s  on a r e g u l a r  annual  b a s i s  a c c o r d i n g  t o  t h e  number o f  p a t i e n t  
c a r e  beds  a v a i l a b l e  in  e a c h  f a c i l i t y  i s  not  s u f f i c i e n t  t o  p r o v i d e  more th a n  a s m a l l  
p o r t i o n  o f  t h e  o p e r a t i n g  e x p e n s e  o f  r u r a l  h o s p i t a l s  i n  p a r t i c u l a r .  I t  i s  t h e  
f e e l i n g  o f  t h e  Department  t h a t  t h e  $ 2 5 0 , 0 0 0  amount p r o p o s e d  in  CSHB 1 3 1  i s  not  un­
r e a s o n a b l e .

Recommended by
Phoebe A. L i n d s e y  ^  
D i r e c t o r ,  D i v i s i o n  
o f  S t a t e  H e a l th  P la n n in g  
and Development

D at e :

Approved by:

Commiss ion er

Date :
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FISCAL NOV?:

I. REQUEST
Bill/Resolution No. CS f o r  HB 13.1. '________ 1______________________________ ____________
Tit le . . An Act  i n c r e a s i n g  s t a t e  a i d  f o r  h e a l t h  f a c i l i t i e s  and ho s p i t a l s .  
Requested by________________________________________________________________ Date 4/9/81

II. FISCAL DETAIL
Agency Affected H e a l t h  & S o c i a l  S e r v i c e s ____________________________________________________
Program Category Affected H e a l th _________________________________________________________________
BRU, Program, or Subprogram(s) Affected_____________________________________________________________
(Note:  If more than one budget component is affected,  separate line-item amounts and funding for each 

component in the analysis section.)

EXPENDITURES (Thousands o f  Dollars)

FY 8 1 FY 8 2 FY 8 3 FY 84 FY .85 FY 8 6

100 PERSONAL SERVICES 0

200 TRAVEL 0

300 CONTRACTUAL 0
4 0 0  COMMODITIES 0
500 EQUIPMENT 0
600 LAND Iit STRUCTURES 0  ̂,
700 GRANTS. CLAIMS. ETC. -J.l

TOTAL

FUNDING (Thousands o f  Dollars)

GENERAL FUND 0
FEDERAL FUNDS n
OTHER (Specify Fund Source) n

POSITIONS

FULLTIME
PART TIME
TEMPORARY

III. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section 111)

IV. D A T E ____________________________ PREPARED BY
AGENCY ______

Original: Legislative Finance PHONE_________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 1 2 / 8 0 )



Donald E. Clocksin, Chairman
465 -3797
465 -3777

f la s k s  ji ia ie  ^Cegtslalmre
H o u s e  o f  R e p r e s e n t a t i v e s

C o m m i t t e e  o n  

H e a l t d , Sducaiion &  Social Services

Pouch V 
State Capitol 

Juneau , A laska 99811

TO: Rep.  Sam G o t t e n ,  C h a i r
House F i n a n c e  Com m ittee

FROM: Rep.  Don C l o c k s i n ,  Cha ir '
House HESS

RE: CS f o r  HB 131

DATE: A p r i l  1 5 ,  1981

*•
T  \»

P l e a s e  be  a d v i s e d  t h a t  t h e  House HESS C om mit tee  r e q u e s t s  t h a t  t h e  H o u s e  
F i n a n c e  C om m ittee  c o n s i d e r  t h e  f o l l o w i n g  amendment t o  CSHB 1 3 1  -  S t a t e  
a i d  t o  h o s p i t a l s .  T h i s  c h a n g e  was i n t e n d e d  t o  be made b y  t h e  HESS 
C o m m it te e  b u t  an  e r r o r  was  made.

On p a g e  1 ,  l i n e  2 1 :  Change "$1 , 0 0 0 . 0 0  p e r  b e d "  -to " $ 2 , 0 0 0 . 0 0  p e r
b e d . " .

Thank y o u .



THE LEGISLATURE OF THE STATE OF ALASKA
T W E L F T H  L E G I S L A T U R E

FISCAL N O T E

REQUEST 
Bill/Resolution No. CSHB 131
Title An A c t  r e l a t i n g , t o  s t a t e  a i d  f o r  h e a l t h  f a c i l i t . i p c  and h n c p - i t a i c _____________
Requested b v 'Haugen________________________________________________________ Date May i r # iqri

II. FISCAL DETAIL
Agency Affected D epar tm e nt  o f  Community and R e g io n a l  A f f a i r s ____________________________
Program Category Affected Development______________________________________________________'
BRU, Program, or Subprogram(s) Af fected Community A s s i s t a n c e  G r a n t s ________________________
(Note:  If more than one budget component is affected,  separate line-item amounts  and funding for each 

component in the analysis section.)

EXPENDITURES (Thousands o f  Dollars)

. FY 8 1 FY 0 2 FY 8  3 FY 04 FY 85 .FY 8 6
1 0 0 PERSONAL SERVICES
7 0 0 TRAVEL
3 0 0 CONTRACTUAL
400 COMMODITIES
so o FOIIIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 2 , 3 7 3 . 1 2 , 6 1 0 . 4 2 . 8 7 1 . 5 3 . 1 5 8 . 6 3 . 4 7 4 . 5

TOTAL 2 , 3 7 3 . 1 2 , 6 1 0 . 4 2 , 8 7 1 . 5 3 , 1 5 8 . 6 3 , 4 7 4 . 5

FUNDING (Thousands o f  Dollars)

QEMLRAl FUND- 2 , 3 7 3 . 1  I 2 , 6 1 0 . 4 1  2 . 8 7 1  .51 3 . 1 5 8 . 6  3 . 4 7 4 . 5
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME - 0 - - 0 - - 0 - - 0 - - 0 -
PART TIME
TEMPORARY

111. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

2 , 3 7 3 , 0 6 7  a d d i t i o n a l  f u n d i n g  would  be r e q u i r e d  t o  fund  HB 131  in  FY 8 2 .  A 10 p e r c e n t  
i n c r e a s e  p e r  y e a r  was assumed f o r  fu n d i n g  t h e  n e x t  f i v e  f i s c a l  y e a r s .

IV. DATE May 1 8 ,  1981______________ PREPARED BY N e t t a  C r a g q / V - ^ __________
AGENCY Community and R e g io n a l  A f f a i r s

Original: Legislative Finance PHONE _ 4 6 5 - 4 7 3 3 ____________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/8 0
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ON
HOUSE BILL 1 3 1  

( R e v i s e d  3 / 1 8 / 8 1 )

_

"An Act i n c r e a s i n g  s t a t e  a i d  f o r  h e a l t h  f a c i l i t i e s  and h o s p i t a l s ;  and p r o v i d i n g  f o r  
an e f f e c t i v e  d a t e . "

House B i l l  1 3 1  p r o v i d e s  an i n c r e a s e  in  t h e  amounts a v a i l a b l e  un der  t h e  h e a l t h
f a c i l i t i e s  r e v e n u e  s h a r i n g  program t o  m u n i c i p a l i t i e s  f o r  t h e  o p e r a t i o n  o f  h e a l t h
f a c i l i t i e s  and h o s p i t a l s .  The Department  r e c o g n i z e s  t h e  need f o r  a s s i s t a n c e  in
o p e r a t i o n s  f o r  many o f  t h e  S t a t e ' s  h e a l t h  f a c i l i t i e s ,  p a r t i c u l a r l y  t h e  sm a l l  r u r a l
h o s p i t a l s .

The h e a l t h  f a c i l i t y  r e v e n u e  s h a r i n g  p ro g ra m ,  which was o r i g i n a t e d  t o  r e l i e v e  h e a l t h  
f a c i l i t i e s  o f  f i n a n c i a l  s t r a i n s  p l a c e d  upon them b e c a u s e  o f  u n c o l l e c t a b l e  d e b t s ,  
has  undergon e c h a n g e s  in  s u p p o r t  l e v e l s  and p e r h a p s  i n  i t s  p h i l o s o p h y  s i n c e  i t  was 
e s t a b l i s h e d  i n  1 9 7 1 .  The re  h a v e  been s i m i l a r  e f f o r t s  t o  i n c r e a s e  t h e  minimum 
amounts  a v a i l a b l e  in  r e c e n t  l e g i s l a t i v e  s e s s i o n s .

A l l  h e a l t h  f a c i l i t i e s  h a v e  b a s i c  o p e r a t i o n a l  c o s t s  which must be s u p p o r t e d  r e g a r d ­
l e s s  o f  t h e  volume o f  p a t i e n t s  a v a i l a b l e  t o  g e n e r a t e  r e v e n u e s .  T hi s  f a c t  can 
p e r h a p s  b e s t  be s e e n  by l o o k i n g  a t  t h e  minimum r e q u i r e m e n t s  f o r  a h o s p i t a l .

Each h o s p i t a l ,  w h e t h e r  r u r a l  o r  u r b a n ,  must have  t h e  f o l l o w i n g  b a s i c  a r e a s  in  i t s  
f a c i l i t y  t h r o u g h  which t o  p r o v i d e  h e a l t h  c a r e  s e r v i c e s :

P a t i e n t  Care  I n c l u d i n g :

1 i n t e n s i v e  c a r e  room 
1 i s o l a t i o n  room 
1 tw o-b ed  p e d i a t r i c  room 
1 f i v e - c r i b  n u r s e r y

G r oss  s q u a r e  f e e t :

1 c o r o n a r y  c a r e  room
1 p s y c h i a t r i c  room
2  tw o -b e d  a c u t e  c a r e  rooms

TOTAL 5 , 6 0 0  s q .  f t .

S u r g i c a l 2 , 4 0 0 O b s t e t r i c s 3 , 4 0 0

Emergency 1 , 1 0 0 R a d i o l o g y 900
L a b o r a t o r y 400 P h y s i c a l  t h e r a p y 500

D i e t a r y 1 , 7 0 0 A d m i n i s t r a t i o n 1 , 6 0 0
C e n t r a l  s e r v i c e s 400 General  s t o r a g e 300

Laundry 700 Waste d i s p o s a l 600
Morgue 400 O u t p a t i e n t 2 , 0 0 0

COMBINED s q .  f t .  TOTAL 2 2 , 0 0 0

There  i s  a b a s i c  c o s t  o f  o p e r a t i o n  f o r  t h i s  minimum h o s p i t a l  which r e s u l t s  f rom 
s t a f f i n g  c o s t s ,  b u i l d i n g  m a i n t e n a n c e ,  and u t i l i t i e s .

The c o s t s  f o r  b u i l d i n g  m a in te n a n c e  and u t i l i t i e s  a r e  a l m o s t  e n t i r e l y  a f u n c t i o n  o f  
t h e  a r e a  o f  t h e  h o s p i t a l .  The s t a f f i n g  c o s t s  a r e  d i r e c t l y  r e l a t e d  t o  t h e  s e r v i c e s  
which a r e  o f f e r e d  by t h e  h o s p i t a l  and c o m p r i s e  t h e  g r e a t e r  p a r t  o f  o p e r a t i n g  c o s t s .
A c e r t a i n  l e v e l  o f  minimum s t a f f i n g  f o r  t h e  f u n c t i o n s  o f  m e d ic a l  r e c o r d s ,  d i e t a r y ,  
m a i n t e n a n c e ,  h o u s e k e e p i n g ,  l a u n d r y ,  n u r s i n g ,  l a b o r a t o r y ,  x - r a y ,  e t c . ,  i s  u n a v o i d a b l e  
and must e x i s t  in  o r d e r  f o r  a h o s p i t a l  t o  p r o v i d e  s e r v i c e .  Due t o  t h e  low p o p u l a t i o n  
s e r v e d  and t h u s  t h e  low l e v e l s  o f  r e v e n u e  g e n e r a t e d ,  t h e  r u r a l  h o s p i t a l s  and n u r s i n g  
homes have  d i f f i c u l t y  i n  m e e t in g  o p e r a t i n g  e x p e n s e s .  Many o f  t h e  r u r a l  h o s p i t a l s  
s u b s i s t  o n l y  a s  a r e s u l t  o f  g r a n t s  f rom l o c a l  g o v e rn m e n t .



P o s i t i o n  P ap er  
f o r

Committee  S u s t i t u t e  f o r  House B i l l  13 1

A l l  f a c i l i t i e s  c o n t i n u e  t o  e x p e r i e n c e  o p e r a t i o n a l  c o s t  i n c r e a s e s  a s  a r e s u l t  o f  
i n f l a t i o n  r e f l e c t e d  in  i n c r e a s e d  f u e l  c o s t s ,  i n c r e a s e d  s a l a r i e s  and i n c r e a s e d  c o s t  
o f  s u p p l i e s .

The h e a l t h  f a c i l i t y  r e v e n u e  s h a r i n g  program which a t  p r e s e n t  p r o v i d e s  o p e r a t i o n a l  
c o s t s  t o  f a c i l i t i e s  on a r e g u l a r  annual  b a s i s  a c c o r d i n g  t o  t h e  number o f  p a t i e n t  
c a r e  bed s  a v a i l a b l e  in  e a c h  f a c i l i t y  i s  not  s u f f i c i e n t  t o  p r o v i d e  more t h a n  a s m al l  
p o r t i o n  o f  t h e  o p e r a t i n g  e x p e n s e  o f  r u r a l  h o s p i t a l s  i n  p a r t i c u l a r .  I t  i s  t h e  
f e e l i n g  o f  t h e  Department  t h a t  t h e  $ 2 5 0 , 0 0 0  amount p r o p o s e d  i n  CSHB 13 1 i s  not  un­
r e a s o n a b l e .

Recommended by:
Phoebe A. L in d s e y  y 
D i r e c t o r ,  D i v i s i o n  
o f  S t a t e  H e a l th  P la n n in g  
and Development

D at e : OjyujL 7  m i

Approved by:
e  f

C om miss ioner

Date :
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FISCAL NOV .

I. REQUEST
Bill/Resolution No. CS for HB 131 ‘________ ‘_____________

. -  THE LEGISLATURE OF THE STATE OF
T W E L F T H  L E G I S L A T U R E

ALASKA
-

Title An A c t i n c r e a s i n g  s t a t e  a i d  f o r  h e a l t h  f a c i l i t i e s  and  h o s p i t a l s .  
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II. FISCAL DETAIL
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Program Category Affected H e a l t h ________________________________________________________________
BRU, Program, or Subprogratn(s) Affected_____________________________________________________________
(Note:  If more than one budget component is affected,  separate line-item amounts and funding for each 

component in the analysis section.)

EXPENDITURES (Thousands o f  Dollars)

FY 8 1 FY 8 2 FY 8 3 FY 84 FY .85 FY 86

100 PERSONAL SERVICES 0

200 TRAVEL 0

300 CONTRACTUAL 0
400 COMMODITIES n _____
500 EQUIPMENT 0
600 LAND & STRUCTURES 0 I
700 GRANTS. CLAIMS. ETC. 0

TOTAL

FUNDING (Thousands o f  Dollars)

GENERAL FUND 0
FEDERAL FUNDS (1
OTHER (Specify Fund Source) 0

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

IV. D A T E _____________________________PREPARED BY
AGENCY _____

Original: Legislative Finance PHONE________
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 1 2 / 8 0 )



V a l l e y  h o s p i t a l
P. O. BOX H

P a l m e r . A l a s k a  9 9 6 4 5
( 9 0 7 )  7 4 5 - 4 8 1 3

May 2 7 ,  1981

S e n a t o r  C h a r l e s  H. p a r r
S.R.  Box 50599 
F a i r b a n k s ,  Ak. 99701

Dear S e n a t o r  P a r r :

We s u p p o r t  ' l o u s e  B i l l  No. 1 3 1 .  We a r e  a  s m a l l ,  r u r a l  h o s p i t a l ,  t h e  o n l y  a c u t e  c a r e  
f a c i l i t y  i n  o u r  s e r v i c e  a r e a .  Ours i s  a  p r i v a t e ,  s e l f - s u p p o r t i n g  i n s t i t u t i o n ,  
a l t h o u g h  o u r  a c c o u n t a b i l i t y  t o  t h e  p u b l i c  i s  g r e a t e r  th a n  m o s t  p r i v a t e  h e a l t h  c a r e  
o r g a n i z a t i o n s ,  by  v u r t u e  o f  o u r  p u b l i c  a s s o c i a t i o n  th r o ug h  m em bersh ip .  Cur 
a b i l i t y  t o  p r o v i d e  t h e  e v e r - i n c r e a s i n g  s e r v i c e  l e v e l  demanded,  and even  to  s t o c k  
n e c e s s a r y  s u p p l i e s  and make p a y r o l l ,  h a s  a l w a y s  been s e v e r e l y  . j e o p a r d i z e d  b y  a 
n e g a t i v e  c a s h  f l o w  and c o r r e s p o n d i n g  i n a b i l i t y  t o  p a y  b i l l s .

We u r g e  t h e  p a s s a g e  o f  House B i l l  131 a s  soo n  a s  p o s s i b l e .  T h i s  w i l l  make a  
s i g n i f i c a n t  improvement  i n  o u r  a b i l i t y  t o  s u r v i v e .  Thank yo u  v e r y  much.

S i n c e r e l y ,

W i l l i a m  IS. N e t t l e s  
A d m in i s t r a t o r
V a l l e y  H o s p i t a l  A s s o c i a t i o n ,  In c



6 %  m  11 )

PROPOSED AMENDMENT 

CSHB 1 3 1  (H E S S ) 4 / 1 / 8 1

On P a g e  1 ,  L i n e  2 1 :  C h an g e  ” $ 1 , 0 0 0 . 0 0  p e r  b e d "  t o  " $ 2 , 0 0 0 . 0 0  p e r  b e d " .



) r i g i n a l  s p o n s o r s :  H a u g e n , B e t t i s w o r t h ,
C a t o ,  e t  a l

O f f e r e d :  4 / 1 / 8 1
R e f e r r e d :  F in a n c e
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BY THE HEALTH, EDUCATION AND 
LN THE HOUSE SO C IA L SE R V IC ES  COMMITTEE

CS FCR HOUSE B IL L  NO. 1 3 1  (H E S S )

IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA 

TWELFTH LEG ISLA TU RE  -  F IR S T  SE SS IO N  

A B IL L

o r  a n  A c t  e n t i t l e d :  "A n  A c t  i n c r e a s i n g  s t a t e  a i d  f o r  h e a l t h  f a c i l i t i e s  a n d

h o s p i t a l s ;  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEG ISLA TU RE  OF THE STATE OF ALASKA :

*  S e c t i o n  1 .  AS 2 9 . 8 9 . 0 3 0 ( a ) ( 1 )  i s  am ended  t o  r e a d :

( 1 )  t o  a  m u n i c i p a l i t y  w h ic h  h a s  t h e  p ow e r t c p r o v i d e  h o s p i t a l

f t ’. i l i t i e s  a n d  s e r v i c e s  a n d  w h ic h  e x e r c i s e s  t h a t  p o w e r ,  $ 1 , 0 0 0  p e r  b e d  

f o r  e a c h  b e d  a c t u a l l y  u s e d  f o r  p a t i e n t  c a r e ,  l i m i t e d  t o  t h e  n u m b e r o f  

b e d s  p r o v i d e d  f o r  i n  t h e  c o n s t r u c t i o n  d e s i g n  o f  t h e  h o s p i t a l ,  o r  

$ 2 5 0 , 0 0 0  [ $ 7 5 , 0 0 0 ]  a h o s p i t a l  f o r  t h o s e  h o s p i t a l s  w i t h  1 0  o r  m o re  b e d s ,  

o r  $ 5 0 , 0 0 0  [ $ 2 5 , 0 0 0 ]  a h o s p i t a l  f o r  t h o s e  h o s p i t a l s  w i t h  l e s s  t h a n  1 0  

b e d s ,  a s  t h e  m u n i c i p a l i t y  m ay e l e c t ;  m oney  r e c e i v e d  u n d e r  t h i s  p a r a g r a p h  

may b e  u s e d  o n l y  f o r  h o s p i t a l s  a n d  s h a l l  b e  a p p o r t i o n e d  am ong q u a l i f y ­

i n g  h o s p i t a l s  a s  t h e  m u n i c i p a l i t y  d e t e r m i n e s ;

*  S e c .  2 .  AS 2 9 . 8 9 . 0 3 0 ( a ) ( 3 )  i s  am en d e d  t o  r e a d :

( 3 )  t o  a  m u n i c i p a l i t y  i n  w h ic h  a  h e a l t h  f a c i l i t y  i s  o p e r a t e d ,

$ 1 , 0 0 0J p e r  b e d  f o r  e a c h  b e d  a c t u a l l y  u s e d  f o r  p a t i e n t  c a r e ,  l i m i t e d  t o  

t h e  n u m b e r o f  b e d s  p r o v i d e d  f o r  i n  t h e  c o n s t r u c t i o n  d e s ig n  o f  t h e  

h e a l t h  f a c i l i t y ,  o r  $ 8 , 0 0 0  [ $ 4 , 0 0 0 ]  p e r  h e a l t h  f a c i l i t y  a s  t h e  m u n i c i ­

p a l i t y  d e t e r m i n e s .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 1 .



I  h a v e  e n c l o s e d  a c o p y  o f  o u r  t e s t i m o n y ,  a  c o p y  o f  " T r e n d s " ,  
a  s u m m a r y  s h e e t  i n d i c a t i n g  t h e  f i n a n c i a l  a n d  o c c u p a n c y  
s t a t u s  o f  s e v e r a l  h o s p i t a l s  a n d  a  s u m m a r y  w h i c h  s h o w s  h o w  
a n d  w h e r e  t h e  i n c r e a s e s  w o u l d  o c c u r .

We w o u l d  r e s p e c t f u l l y  r e q u e s t  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  
o f  HB  1 3 1 .

S i n c e r e

D e l i ' S ' L .  D e W i t t  

E x e c u t i v e  D i r e c t o r

D L D / b

c c :  E .  J .  H a u g e n ,  A l a s k a  S t a t e  R e p r e s e n t a t i v e

U 3 1 9 S e w a r d S t . ,  Juneau, Alaska 9 9 8 0 1  (907)586-1790

R E P R E S E N T IN G  A C U T E , L O N G  7 ~ "

President 
Sister Barbara Haase 
Ketchikan General Hospital 
Ketchikan

' : V . . . ' '

President-Elect 
Tom Mingjn
Fairbanks Memorial Hospital 
Fairbanks

Secrotaryn'reasuror 
Ron Pavollas 
Alaska Hospital A Medical 
Center 
Anchorage

Immorliato Past Prcsidont 
AlCamosso 
Providence Hospital 
Anchorage

Exocut ivo Director 
Dennis L DeWitt 
Juneau

Ma y  2 5 ,  1 9 8 1

T h e  H o n o r a b l e  C h a r l e s  P a r r  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V ,  S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  P a r r :

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  w i s h e s  t o  i n d i c a t e  o u r  
s t r o n g  s u p p o r t  f o r  HB 1 3 1 .  I t  i s  o u r  h i g h e s t  l e g i s l a t i v e  
p r i o r i  : y  f o r  1 9 8 1 .

I t  i s  u n f o r t u n a t e  t h a t  h e a l t h  f a c i l i t y  r e v e n u e  s h a r i n g  w a s  
p a s s e d  o v e r  l a s t  y e a r  w h e n  o t h e r  f o r m s  o f  r e v e n u e  s h a r i n g  
w e r e  i n c r e a s e d .  A s  a  r e s u l t ,  m a n y  h e a l t h  f a c i l i t i e s  w h i c h  
w e r e  i n  d i f f i c u l t  f i n a n c i a l  s i t u a t i o n s  a r e  i n  d e s p e r a t e  
s h a p e  t h i s  y e a r .  We b e l i e v e  HB 1 3 1  w o u l d  p r u d e n t l y  a s s i s t  
h e a l t h  f a c i l i t i e s  i n  A l a s k a  a n d  b y  i t s  d e s i g n ,  w o u l d  o f f e r  
g r e a t e s t  a s s s l s t a n c e  t o  t h o s e  m o s t  o f t e n  i n  n e e d  o f  s u c h  
a s s i s t a n c e .

E n c l o s u r e s



T E S T I M O N Y  B E F O R E  THE  S E N A T E  H E S S  C O M M I T T E E  
S U P P O R T  FOR  H OU S E  B I L L  1 3 1

T H E  A L A S K A  S T A T E  H O S P I T A L  A S S O C I A T I O N  S T R O N G L Y  S U P P O R T S  

H O U S E  B I L L  1 3 1 .  T H E  I N C R E A S E  I N  T H E  L E V E L  OF  T H E  M I N I M U M  

G R A N T  TO H O S P I T A L S  AND  H E A L T H  F A C I L I T I E S  I S  V I T A L  TO T H E  

S U R V I V A L  O F  S E V E R A L  H O S P I T A L S  A N D  H E A L T H  F A C I L I T I E S  I N  

A L A S K A  A N D  N E C E S S A R Y  F O R  T H E  A S S U R A N C E  O F  A P P R O P R I A T E  L E V E L S  

O F  C A R E  I N  A V A S T  M A J O R I T Y  O F  T H E S E  F A C I L I T E S  S E R V I N G  A L A S K A .

T HE  O P E R A T I O N A L  R E V E N U E  S H A R I N G  PROGRAM BEGAN I N  1 9 7 2  AT A
M I N I M U M  L E V E L  F O R  H O S P I T A L S  OF  $ 5 0 , 0 0 0  AND HAS S I N C E  BEEN
I N C R E A S E D  ONL Y  TO $ 7 5 , 0 0 0 .  AT T H E  SAME T I M E  C O S T  OF  O P E R A T I O N
OF  H E A L T H  F A C I L I T I E S  HAVE I N C R E A S E D  M A R K E D L Y .  WE B E L I E V E
THAT  AN I N C R E A S E  I N  T HE  M I N I M U M  GRANT  TO $ 2 5 0 , 0 0 0  F O R  H O S P I T A L S  I S
A P P R O P R I A T E .

#

I N  T H E  Y E A R S  S I N C E  1 9 7 2 ,  H E A L T H  F A C I L I T I E S  HAVE  E X P E R I E N C E D  
I N F L A T I O N A R Y  P R E S S U R E S  NOT E X P E R I E N C E D  BY  THE  R E M A I N D E R  OF 
THE  E C ONOMY .  H E A L T H  F A C I L I T I E S  WERE  THE  L A S T  I N D U S T R Y  
R E L E A S E D  FROM S A L A R Y  L I M I T A T I O N S  U N D E R  THE  E C O N O M I C  S T A B I L I Z A T I O N  
PROGRAM OF  T H E  N I X O N  A D M I N I S T R A T I O N  AND AS A R E S U L T  HAVE  
E X P E R I E N C E D  S U B S T A N T I V E L Y  G R E A T E R  P R E S S U R E  TO B R I N G  E Q U I T Y  
TO E M P L O Y E E  W A G E S .

HE AL T H  F A C I L I T I E S  ARE  H I G H  E N E R G Y  U S E R S .  THE  I N C R E A S E  I N 
THE  C O S T  OF  F U E L  O I L  HAS A P P R O X I M A T E D  4 0 0 % .  E L E C T R I C I T Y  HAS  
E X H I B I T E D  S I M I L A R  I N C R E A S E S .  T HE  C O S T  OF  F U E L  I N  CORDOVA 
B ETWEEN  F E B R U A R Y  1 9 7 9  AND F E B R U A R Y  1 9 8 0  ALMOST  D O U B L E D  I N  
J U S T  THAT  S I N G L E  Y E A R .



PAGE  TWO

O F T E N  I N C R E A S E S  A S S U M E D  TO BE  U N R E L A T E D  TO H E A L T H  F A C I L I T I E S  
HAVE  HAD A MAR K E D  I M P A C T  ON H O S P I T A L S ,  FOR  E X A M P L E ,  THE  
I N C R E A S E  I N  S I L V E R  P R I C E S  C A U S E D  T HE  P R I C E  OF  X - R A Y  F I L M S ,
WH I C H  C O N T A I N  S I L V E R ,  TO S K Y R O C K E T .  THE  P R I C E  OF  P E T R O L E U M  
I M P A C T S  NOT ONL Y  F U E L  C O S T S  BUT  A L S O  THE  C O S T  OF  MANY P L A S T I C  
D I S P O S A B L E  I T E M S  W H I C H  AR E  N E C E S S A R Y  I N  A H E A L T H  F A C I L I T Y .

THE  F A C T  T HAT  T HE  C O S T  OF  O P E R A T I N G  A H E A L T H  F A C I L I T Y  HAS 
I N C R E A S E D  D R A M A T I C A L L Y  CAN NOT BE  D E B A T E D .  A T T A C H E D  I S  A 
COP Y  OF  " T R E N D S " ,  P U B L I S H E D  BY  THE  A M E R I C A N  H O S P I T A L  A S S O C I A T I O N  
WH I C H  D E M O N S T R A T E S  NOT  ONL Y  T HE  I N C R E A S E S  I N  H O S P I T A L  C H A R G E S ,  
B UT  T HE  I N C R E A S E S  I N  B A S I C  S U P P L Y  C O S T S  TO H E A L T H  F A C I L I T I E S .  
H E A L T H  F A C I L I T I E S  I N  A L A S K A  HAVE  BEEN A T T E M P T I N G  TO L I M I T  
T HE  I N C R E A S E S  I N  OUR  C O S T S  OF  O P E R A T I O N  BUT  AS YOU CAN S E E ,
WE HAVE  NOT B E E N  G E T T I N G  A G R E A T  DE AL  OF  H E L P .

T HE  N E X T  Q U E S T I O N  I S  WH E T HE R  OR NOT T H E R E  C O N T I N U E S  TO BE A
NE E D  F O R  S T A T E  A S S I S T A N C E  TO HE AL T H  F A C I L I T I E S .  I N D E E D
T H E R E  1 3 .  T H E R E  I S  NO T R A D I T I O N A L  P U B L I C  G E N E R A L  H O S P I T A L
S Y S T E M  I N  A L A S K A .  THAT  F U N C T I O N  I S  S E R V E D  BY H O S P I T A L S*
T HR O U GH OU T  T H I S  S T A T E .  C U R R E N T L Y ,  I T  I S  F U N D E D  THROUGH 
I N C R E A S E D  " B A D  D E B T S "  OR O F F S E T  BY  D I R E C T  A S S I S T A N C E  FROM 
T HE  TAX  B A S E  OF  T HE  GOV E R N ME NT AL  E N T I T Y  I N  WH I C H  J U R I S D I C T I O N  
THE  FAC  L L I T Y  WAS B U I L T .  T H I S  F U N D I N G  I S  O R D I N A R I L Y  AN 
AMOUNT I N  E X C E S S  OF THE  C U R R E N T  R E V E N U E  S H A R I N G  GRANT  WH I CH  
THE  S T A T E  S E N D S  TO HE AL T H  F A C I L I T I E S  T HROUGH  T HE  M U N I C I P A L I T I E S .  
AN I N C R E A S E  I N  R E V E N U E  S H A R I N G  TO H E A L T H  F A C I L I T I E S  T H E N ,
W I L L  NOT  ONL Y  P R O V I D E  A S S I S T A N C E  TO T HE  H E A L T H  F A C I L I T Y ,  BUT  
A L S O  D I R E C T  P R O P E R T Y  TAX R E L I E F .



C U R R E N T L Y ,  AT  L E A S T ,  1 0  H O S P I T A L S  AR E  R E C E I V I N G  L O C A L  TAX 
F U N D S  F O R  S U P P O R T  I N  A D D I T I O N  TO S T A T E  R E V E N U E  S H A R I N G  
S U P P O R T .

MOST  H E A L T H  F A C I L I T I E S  I N  A L A S K A  ARE  S MA L L  A N D ,  B E C A U S E  OF  
R E G I O N A L  I S O L A T I O N ,  HAVE  R E L A T I V E L Y  LOW O C C U P A N C Y  L E V E L S .  
O C C U P A N C Y  L E V E L S  ARE  A V E R A G E S  AND DO NOT R E F L E C T  H I G H  WE E K E N D  
O C C U P A N C Y  I N  P O P U L A R  WE E K E N D  A R E A S  SUCH AS SE WARD  NOR NEAR  
H I GHWAY  F A C I L I T I E S  S U CH  AS P A L ME R  OR S E A S O N A L  V A R I A T I O N S  I N  
C O M M U N I T I E S  SUCH AS C O R D O V A .  B E C A U S E  A H E AL T H  F A C I L I T Y  I S  A 
2 4 H O U R ,  3 6 5  DAY P E R  Y E A R  O P E R A T I O N ,  T H E R E  I S  A T R E ME N D O U S  
S T A N D - B Y  C O S T  W H I C H  O F T E N  CAN NOT BE MET BY  P A T I E N T  R E V E N U E S .  
S T I L L ,  T H E R E  I S  A NE E D  F OR  F A C I L I T I E S  I N  OUR  S M A L L E R  I S O L A T E D  
C O M M U N I T I E S .

THE  S T A T E  D E P A R T M E N T  O F  H E A L T H  R E Q U I R E S  M I N I M U M  S Q U A R E  
F O O T A G E ,  T Y P E S  OF  E Q U I P M E N T  AND P E R S O N N E L  F OR  L I C E N S U R E .
W H I L E  WE S U P P O R T  M OST L I C E N S U R E  S T A N D A R D S ,  WE MUST  A L S O  NOTE  
THAT  T H E R E  I S  A C O S T  A T T A C H E D  TO T H O S E  R E Q U I R E M E N T S .  WE 
B E L I E V E  THAT  T HE  B A S I C  M I N I M U M  ANNUAL  O P E R A T I O N A L  C O S T S  FOR  
A H O S P I T A L  I N  A L A S K A  I S  A P P R O X I M A T E L Y  $ 8 0 0 , 0 0 0 .  I T  A P P E A R S  
TO T HE  A L A S K A  S T A T E  H O S P I T A L  A S S O C I A T I O N  T HAT  A F L A T  R AT E  OF 
$ 2 5 0 , 0 0 0 ,  A P P R O X I M A T E L Y  3 0 %  O F  T HE  B A S I C  E S T I M A T E D  ANNUAL  
O P E R A T I O N A L  C O S T ,  WOULD V I A B L Y  M A I N T A I N  T H O S E  F A C I L I T I E S  
C U R R E N T L Y  I N  G R E A T E S T  N E E D .

WE HAVE  S U R V E Y E D  OUR  MEMBER  F A C I L I T I E S  AND ARE  F I N D I N G  THAT  
W I T H  A V E R Y  FEW N O T A B L E  E X C E P T I O N S ,  T H E R E  I S  V E R Y  L I T T L E  
V A R I A B L E  C O S T  I N  A L A S K A  H O S P I T A L S .  B E C A U S E  OF  THE  S I Z E  OF  
F A C I L I T I E S ,  T H E Y  T E N D  TO BE  DOWN TO T HE  M I N I M U M  NUMBER  OF  
P E R S O N N E L  P O S S I B L E .  THE  P E R S O N N E L  CAN ACCOMODATE  MORE 
P A T I E N T S ,  BUT  W I T H O U T  A N U R S E  ON THE  N I G H T  S H I F T ,  FOR  E X A MP L E  
WE C OU L D  NOT O P E R A T E  T HE  H O S P I T A L .  T HE  N U R S E  I S  N E C E S S A R Y ,  
WHET HE R  T H E R E  I S  ONE P A T I E N T  OR 8 P A T I E N T S .

PAGE  - THREE
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S I M I L A R L Y ,  B E C A U S E  OF  S I Z E ,  I T  I S  D I F F I C U L T  TO E N J O Y  ANY 
ECONOMY OF  S C A L E  OR VOLUME  I N  E Q U I P M E N T  U S AGE  AND S O M E T I M E S  
I N  P U R C H A S I N G  P O W E R .  THE  A S S O C I A T I O N  S P O N S O R S  AND S U P P O R T S  
TWO GR OUP  P U R C H A S I N G  A C T I V I T I E S  I N  A L A S K A  TO A S S I S T  W I T H  
T H I S  P R O B L E M ,  ONE W I T H  THE  S I S T E R S  OF  P R O V I D E N C E  AND ONE 
W I T H  H E A L T H  AND H O S P I T A L  S E R V I C E S ,  I N C O R P O R A T E D .  W H I L E  T H I S  
A S S I S T S ,  I T  I N  NO WAY T O T A L L Y  S O L V E S  THE  P R O B L E M .

WE HAVE  READ  AND G E N E R A L L Y  A C C E P T  T HE  R E P O R T  D E L I V E R E D  TO 
T HE  L E G I S L A T U R E  ON H O S P I T A L  AND H E A L T H  F A C I L I T Y  O P E R A T I O N  
AND C O N S T R U C T I O N  AS S  I  T A N C E ,  D AT E D  F E B R U A R Y  1 ,  1 9 8 1  BY THE  
D E P A R T M E N T  OF  HE AL T H  A. JD S O C I A L  S E R V I C E S ,  AS I T  R E L A T E S  TO 
C O N S T R U C T I O N  A S S I S T A N C E ,  AS  T HE  R E P O R T  R E L A T E S  TO O P E R A T I O N A L  
A S S I S T A N C E ,  WE V I E W  T H E  D E P A R T M E N T ' S  P O S I T I O N  P A P E R  ON HB 
1 3 1  AS AN ADDENDUM TO THAT  R E P O R T  WH I C H  WE U N D E R S T A N D  AS 
S U P P O R T .

WE B E L I E V E  T I‘ HB 1 3 1  M E R I T S  Y OU R  F A V O R A B L E  C O N S I D E R A T I O N#
AND S U G G E S T  T H A T ,  E S P E C I A L L Y  I N  V I E W  OF  THE  FACT  THAT  T H I S  
I S  THE  ONL Y  M U N I C I P A L  R E V E N U E  S H A R I N G  P ROGRAM NOT I N C R E A S E D  
I N  1 9 8 0 ,  I T  I S  V I T A L L Y  I M P O R T A N T  THAT  T H I S  ME AS U R E  BE E NACT ED  
T H I S  Y E A R .

WE HAVE A T T A C H E D  A L I S T  OF  H O S P I T A L S  AND O P E R A T I N G  L O S S E S  OR 
G A I N S  FOR  Y OUR  R E V I E W .



H O S P I T A L R E V E N U E  O V E R  E X PE N SE S ' 
( L O S S )  G A I N

A l a s k a  H o s p i t a l

B a r t l e t t  ( J u n e a u )

C e n t r a l  P e n i n s u l a  

S o l d o t n a

C o r d o v a

K o d i a k
P e t e r s b u r g

S e w a r d

S i t k a

S o u t h  P e n i n s u l a  ( H o m e r )  

V a l d e z

V a 1 l e y  ( P a l m e r )

W r  a n g e  I 1

N o r t o n  S o u n d

( 2 . 5  M i l l i o n )

(- 0 - )

2 1 0 , 0 0 0

( 1 2 0 , 9 0 7 )
( 1 5 5 , 4 2 6 )
( 1 3 5 . 0 0 0 )
( 2 1 1 . 0 0 0 )

( 2 5 1 . 0 0 0 )
( 2 4 0 . 0 0 0 )
( 3 7 4  , 4 3 8 )
( 3 5 4 , 2 9 7 )  
( 1 3 0 , 5 9 3 )

( 2 7 6 , 9 0 1 )

D A I L Y  S E R V I C E  
CHARGE

OC C U P A N C Y  L E N G T H  OF  ST AY

2 2 0 . 0 0

1 9 0 . 0 0
1 9 5 . 0 0

5 3 . 6

4 6 . 2
5 6 . 4

4 . 7

4 . 2
3 . 2

1 9 5 . 0 0
2 1 5 . 0 0
1 9 0 . 0 0
1 9 0 . 0 0
1 9 0 . 0 0
1 9 5 . 0 0
2 1 0 . 0 0

1 8 5 . 0 0
1 9 0 . 0 0

2 8 . 5  
4 3 . 9  
2 1 . 0  

1 0 . 0  

4 2  . 9 
7 9  . 0 
1 3 . 4  
5 0 . 0  
2 4  . 0

5 . 1
2 . 8  

3 . 0  
2 .  7
4 . 3  
2 . 8  

2 . 5  
2 . 9
3 . 4

34 2*. 0 0 5 1 . 0 3 . 9
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B O R O U G H S

A n c h o r a g e

J u n e a u

K e n a i  P e n i n s u l a  

K o d i a k  I s l a n d  

N o r t h  S l o p e

H O S P I T A L S

C U R R E N T

4 2 5 , 0 0 0

7 5 . 0 0 0

7 5 . 0 0 0

H O S P I T A L S  W I T H  10 

O R  M O R E  B E D S  
HB 131

5 0 0 . 0 0 0

2 5 0 . 0 0 0

5 0 0 . 0 0 0

H E A L T H  F A C I L I T I E S  

$ 2 , 0 0 0 / B E D  

HB 131

6 5 0 . 0 0 0

1 8 0 . 0 0 0

5 4 , 0 0 0

H E A L T H  F A C I L I T E S  

$ 8 , 0 0 0 / F A C I L I T Y  
HB 131

6 4 , 0 0 0

7 2 . 0 0 0

5 6 . 0 0 0

C I T I E S

C o r d o v a

Ci aig

F a i r b a n k s

G a l e n a

H o m e r

H y d a b u r g

Ken a i

K e t c h i k a n

K i n g  C o v e

K l a w o c k

N o m e

Pa line r

P e l i c a n

Pe te r s b u r g

7 5 , 0 0 0

1 5 5 , 0 0 0

9 0 . 0 0 0

7 5 . 0 0 0

7 5 . 0 0 0

7 5 . 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

1 3 2 , 0 0 0

2 4 . 0 0 0  

8 , 0 0 0

2 4 . 0 0 0  

8 , 0 0 0

1 6 . 0 0 0  

8 , 0 0 0

1 6 , 0 0 0

8 , 0 0 0  

8 , 0 0 0  

1 6 , 0 0 0

8 , 0 0 0  

16 ,000

KD



C I T I E S

O R  M O R E  B E D S  

HB 131

'

C U R R E N T

S a n d  P o i n t

S a i n t  M a r y ’s

S e l d o v i a

S e w a r d

S k a g w a y

U n a l a s k a

V a l d e z

W r a n g e l l

Y a k u t a t

B e t h e l

57 X 8 , 0 0 0

T O T A L

7 5 , 0 0 0

7 5 . 0 0 0

7 5 . 0 0 0

2 5 0 , 0 0 0

2 5 0 . 0 0 0

2 5 0 . 0 0 0

3 , 5 0 0 , 0 0 0

E S T I M A T E D  T O T A L  C O S T  5 , 6 3 8 , 0 0 0

L E S S  EST. C U R R E N T  F U N D I N G  3 , 006 , 000

E S T I M A T E D  A D D E D  C O S T  2 , 6 3 2 , 0 0 0

H E A L T H  F A C I L I T I E S  

$ 2 , 0 0 0 / B E D  
HB 131

H E A L T H  F A C I L I T E S  
$8 , 0 0 0 / F A C I L I T Y  

HB 131

1 2 8 , 0 0 0

98 , 000

1 , 2 4 2 , 0 0 0

8 , 0 0 0  

8 , 0 0 0  

8, 0 0 0  

1 6 , 0 0 0  

8 , 0 0 0  

8 , 0 0 0  

8 , 0 0 0  

8 , 0 0 0  

8 , 0 0 0  

8 , 0 0 0

4 5 6 . 0 0 0

8 9 6 . 0 0 0
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REPORT ON FEBRUARY 1981 HOSPITAL PERFORMANCE

Community hospital inpatient expenses rose 16.0 percent between February 1980- 

81. Adjusted for the extra working day in February 1980 due to leap year, ex­

penses increased 19.9 percent; this was consistent with the expense trend in 

the preceding two months. In comparison, inpatient expenses increased 14.2 

percent between February 1979-80 (leap year adjusted) and 16.8 percent between 

calendar year 1979-80.

February 1980-81 was characterized by moderate utilization growth. Even when 

adjusted for the effect of leap year, all major utilization indicators— admis­

sions, patient days, surgeries, outpatient visits and' births— increased less 

rapidly between February 1980-81 than in the year-earlier period or between 

calendar year 1979-80.

Rising hospital market basket prices accounted for 70 percent of the increase 

in inpatient expenses between February 1980-81.

Staffed beds rose 2.1 percent between February 1980-81, which was consistent 

with growth during the past seven months; in the year-earlier period beds in­

creased less rapidly, 0.4 percent. The increase in staffed beds was slightly 

greater than the increase in patient census; consequently, the occupancy rate 

decreased slightly, from 80.2 percent, in February 1980 to 79.9 percent in 

February 1981.

The staffing ratio (FTE per occupied bed) rose 4.7 percent in the current 

period, in part reflecting an uncharacteristic 1.1 percent decline between 

February 1979-80. This indicator tends to fluctuate from month-to-month due 

to short-term changes in utilization trends.

The attached graphs have been reformatted from 1980, 

to better display underlying trends. For each month, 
the graphs show the percent change for the three- 

month period ending with that month; each period is 

compared with the same three-month period one year 
earlier. Graphs have been adjusted to eliminate the 

effect of the extra working day in February 1980 due 

to leap year.

Trends reports data from the American Hospital Association National Hospital Panel Survey. Panel Survey data are used by 
the AHA, the academic community, and the Health Care Financing Administration to monitor hospital perfonnance.



F e b r u a r v  L 9 S 1: S u m n a r v  T r e n d s

Community hospital inpatient expenses increased 

16.0.'! between February 19SO— 31. Adjusted for 
the effect of the extra leap year day in Febru­

ary i930, inpatient expenses increased 19.9''. 

Growth was consistent with preceding months, and 
was above rates of increase experienced between 

February 1979-80 (14.2m leap year adjusted) or 

calendar year 1979-80 (16.8/5). February 1981 
expenses reflected the impact of more rapid in­

creases in personnel, unit labor costs and 

supply expenses, which was consistent with pat­

terns of expense growth during recent months. 

However, growth of utilization moderated, and 
all utilization measures increased less rapidly 

than in the year-earlier period or between 

calendar year 1979-80.

S e l e c t e d  I n d i c a t o r s :  l e u t u a i y  w o t

P e r c e n t  c h ang e *+  
1980 1981

Total expenses 14.5 20.0

Inpatient expenses 14.2 19.9

Nonlabor inpatient

expenses 15.0 18.9

Labor inpatient
expenses 13.6 20.6

?avroll/FTE 10.7 12.7

FTE 2.3 6.4

Staffing ratio - 1 . 1 4.7

Beds 0.4 2.1

Admissions 3.9 1 .6

Inpatient days 4.0 1 .7

Surgical operations 6 .6 1.4

*From previous February 
+Adjusted for the 1980 leap year

Inpatient Expenses*

The 19.9% increase in inpatient expenses between 

February 1980-81 represents the combined effect 

of an 18.2% rise in the cost of treating the 

average case and a L.b% increase in admissions. 
Between February 1979-80 cost per case rose 9.6% 

and admissions rose 3.9%, resulting in a 14.2% 

increase in inpatient expenses. More rapid 
growth of expense per case in the current period 

reflected the impact of pent-up inflationary 

pressures and the nursing shortage on wage rates, 

as well as the effect of the increase in Social 

Security r ontributions and the minimum wage that 

went into effect in January. Cost per case also 
reflected the impact of an increase in labor in­

tensity and supply volume.

•■‘Adjusted for the 1980 leap year.

Percent Change (3-oonch running iveraqe)

Utilization1'

The February 1980-81 period was characterized by 

moderate utilization growth. Admissions, patient 
days, surgeries, outpatient visits and births 

all increased less rapidly between February 1980— 
81 than in the year-earlier period or between 
calendar year 1979-30. Admissions rose 1.6%, 
compared to 2.9% between calendar year 1979-80. 

The rise in admissions reflected the combined 
effect of a 1.3% rise in under-65 admissions and 

a relatively moderate 2.5% rise in 65-and-over 

admissions. Average Length of stay rose onl.y 

marginally (0.1%), in contrast to the unusually 

large (5.2%) rise that occurred in the preceding 

month. Between February 1980-81 under-65 length 
of stay decreased 0.6% and 65-and-over length of 
stav rose 0.3%.

?crcRnc O h m n u  O-'aooch running iv«r.K«)

^Adjusted for the 1980 leap year.



C o n s u m e r ,  M e d i c a i  and  H o s p i t a l  P r i c e s

The growth rate of the Consumer Price Index 

.(CPI) has been consistently decelerating in re­

cent periods, from' a peak of 14.7% between April 

L979-80 to 11.3% between February 1980-81.

Growth of the medical care component has also 

decelerated, although more moderately, from 

11.5% between May 1979-80 to 9.6% in the current 
period. Medical care prices have been increas­

ing less rapidly than the All-Items CPI since 
December 1978. Growth of the hospital room com­

ponent rose from a 12.3% rate between February 

1979-80 to a 13.6% rate between February 1980-81. 

Because of contract purchasing and the 12- to 
18-month lag before changes in the rate of in­

flation are fully reflected in hospital wage 

rates, deceleration in hospital prices histori­

cally has lagged price deceleration in the 

general economy.

Hospital Market Basket

Although inflation in the general economy has 

slowed, hospitals are continuing to feel the 
impact of pent-up inflationary pressures. The 

growth rate of the Hospital Market Basket rose 
from 12.7% between February 1979-80 to 13.4% in 

the current period. The labor component accel­
erated 2.9 percentage points from a 10.4% rate 
between February 1979-80 to a 13.3% rate in the 
current period. The impact of this acceleration 

was partially offset by a reduction in growth of 

the nonlabor component, from 15.5% between Feb­

ruary 1979-80 to 13.5% between February 1980-81. 

All nonlabor categories except professional fees 

and food increased less rapidly in the current 

period than between February 1979-80. Overall, 

rising market basket prices accounted for* 70% of 

the (leap year adjusted) increase in inpatient 

expenses between February 1980-81.

?erc*nt Clung* O-sonth running uv«raga)

Supply Expenses*

Inpatient supply expenses increased 13.4% be­

tween February 1980-81 as a result of a 5.6% in­

crease in supply volume and a 12 . L% increase in 

supply prices as measured by the Hospital Market 
Basket. In the year-earlier period supply ex­
penses rose 15.7% due to less r .pid growth of 

supply volume (1.8%). Supply prices increased 

less rapidly in the current period (12.1%) than 

between February 1979-80 (13.7%). The growth 

rate of supply prices has fallen during recent 

periods, from a peak of 14.0% between April

1979-80. However, the deceleration in hospital 
supply prices has been smaller than Che deceler­

ation in the All-Items CPI, The increase in 
supply prices accounted for 68% of the increase 
in community hospital supply expenses becween 

February 1980 and February 1981.

'’‘Adjusted for the 1980 leap year.

Percent Chann« (3-uonch runnlnn
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Labor Expenses and Wages*

Inpatient labor expenses increased 20.6% between 

February 1930-81, compared to 13.6% between Feb­

ruary 1979-80. Accelerating growth of labor ex­

penses, consistent with 198C trends, reflects 

increased employment and the impact of pent-up 
inflationary pressures and the nursing shortage 

on unit labor costs. Other factors affecting 

labor costs in 1981 are an increase in the mini­
mum wage to $3.35 per hour, and a rise in em­
ployer Social Security contributions. The growth 

rate of unit labor costs (labor expenses per FTE) 

rose from 10.4% between February 1979-30 to 13.37' 

between February 1980-81, and the growth rate of 

payroll expenses per FTE rose from 10.7% to 12.7%. 

Payroll expenses accounted for 86% of labor 

costs in February 1981.

*Adjusted for the 1980 leap year.

Employment*

The staffing ratio (FTEs per occupied bed) in­

creased at the above-average rate of 4.7% be­

tween February 1980-81. Employment tended to 
increase more rapidly in the census regions that 

had experienced rapid growth of 65-an- ver 

utilization in recent months. The unu, ial in­

crease in the staffing ratio between February

1980-81 in part reflected an unusually low staff­

ing ratio in the February 1980 base period; the 

staffing ratio, somewhat uncharacteristically, 

had declined 1.1% between February 1979-80.

This indicator tends to fluctuate from month-to- 
tnonth due to sizeable short-term variation in 

utiliza tion.

*Adjusted for the 1980 leap year.

Beds and Census

Community hospital staffed bed levels increased 

2.1% between February 1980-81, which was con­
sistent with growth during the past seven months. 

Staffed beds increased most rapidly (3% or more) 
in the census regions that had experienced the 
greatest increase in utilization in the most re­

cent three-month period. Staffed bed data re­

flects the effect of bed construction, as well 
as the opening or closing of existing beds in 
response to actual or anticipated changes in 

utilization. In contrast to the trend of the 
past two years, the increase in staffed beds was 
slightly above the growth of patient census, and 

the occupancy rate decreased from 80.2% in Feb­

ruary 1980 to 79.9% in February 1981.

Percent Change ;3— aonch running average)

Percanc Change (3-aonch running jvarnge)

Percent Change O-monch running average)
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Selected Hospital Performance Indicators: February 1980 and 1981

Percent
oeriod

change from same 

, previous year

Month of 

1980

February

1981

Year-to-

1979

-date

1930

Inpatient Expenses a Staffing 

Inpatient expenses 18.0 16.0 15.8 17.9

Adjusted for 1980 leap year* 14.2 19.9 13.9 19.8

Inpatient expenses per admission 4.6 18.2 10.3 19.7

Inpatient expenses per inpatient day 9.6 18.1 10.4 16. 6

Labor expenses 17.6 16.4 15.3 18.2

Adjusted for 1980 leap year 13.6 2 0 . 6 13.3 2 0 . 2
Payroll expenses 17.9 15.8 15.3 17.6

Adjusted for 1980 leap year 13.9 19.9 13.4 19.6

Employee benefits 15.8 20.7 15.0 2 1 . 6
Adjusted for 1980 leap year 1 1 . 8 25.0 13.0 23.7

FTE personnel 2 . 8 6.4 2.7 6 . 1

Nonlabor expenses 18.5 15.4 16.4 17 5

Adjusted for 1980 leap year 15.0 18.9 14.7 ' 2

Depreciation 12.3 18.9 12.5 j.a.8

Interest 8.5 29.1 9.0 29.5

Supplies, services & other 19.8 14.3 17.3 16.7

expenses

Adjusted for 1930 leap year 15.7 18.4 15.3 18.7

Supply expenses per admission 11.3 16.5 11. 7 18.5

To Co. (Inpatient & Outpatient)

Expenses & Staffing

Total expenses 18.4 16. 1 16.3 17.9

Adjusted for 1980 leap year 14. 5 2 0 . 0 14. 4 19.8

Labor expenses 18.0 16.6 L5.8 18.2

Adjusted for 1980 leap year 13.9 2 0 . 8 13.9 20.3

Payroll expenses 18.3 15.9 15.9 17.7

Adjusted for 1980 leap year 14.2 2 0 . 0 13.9 19.7

Employee benefits 16.1 20. 9 15. 5 21.7

Adjusted for 1980 leap year 1 2 . 1 25. 2 13.5 23.8

*Dim to leap year, February L980 was one day Longer chan February 1981. As a result, 

utilization, payroll expenses, employee benefits and supply expenses were greater than 

in a normal February of 28 days. Utilization and expense data have, therefore, been 
adjusted for this difference in the number of days in the reporting period.

-  5 -



S e l e c t e d  H o s p i t a l  P e r f o r m a n c e  I n d i c a t o r s :  F e b r u a r y  1 9 8 0  a n d  198 1

Percent change frora the same 

period, previous year_______

Month of Febrf -\rv

198 0 1 9 8 1
Year-to-date

1979 1 9 8 0

Total (Inoatient S Outpatient) 

Expenses c» Staffing (cont.)
v

Labor expenses/FTE
Adjusted for 1980 leap year 

Payroll expenses/FTE
Adjusted for 1980 leap year 

Employee benefits/FTE

Adjusted for 1980 leap year

FTE personnel 
Full-time personnel 

Part-time personnel 
FTE/100 adjusted census

14.4

10.4

14.7
10.7 

12.6

8.7

3.1

2.8 
5.4

-1.1

9.4

13.3 

8.8

12.7
13.4

17.5

6. b
5.6 

12.3
4.7

12.3

10.4
12.3

10.4 
12.0

iu:i

3.1

2.8

5.5
-0.4

11.4

13.3
10.9

12.8
14.7

16.6

6.1

5.1 

12.1

3.1

Nonlabor expenses
Adjusted for 1980 leap year 

Depreciation 

Interest

Supplies, services f« other 

expenses
Adjusted for 1980 leap year

18.8

15.3
12.6

8.8

20.2

16.0

15.6

19.1

19.1

29.3
14.4

18.5

16.9 

15. 0 

13.0 

9.5
17.8

15.8

17.5 

19.3 

18.9
29.6 

16.8

18.8

Utilization

Beds

Admissions

Adjusted for 1980 leap year 

Inpatient days

Adjusted for 1980 leap year 

Average length of stay 

Outpatient visits

Adjusted for 1980 leap year 

Surgical operations

Adjusted for 1980 leap year 

Births

Adjusted for 1980 leap year 

Occupancy rate*

0.4
7.6 

3.9
7.7

4.0 
0. 1

14.0 

10. 1 

10.4 

6.6

8.0 

4.3
80.2

2.1 
-1.9 
1.6 

-1.8

1.7 
0. 1

-5.3 
-2.0 

-2.1 
1.4 

-1.7

1.8 

79.9

0.4

5.0
3.3
4.8 

3. 1

-0.2

10.2
8.4 

7.3
5.5

3.8

2.1 
79.4

2.0

-1.5

0.1

1.1

2.8

2.7

-2.7

-1.0

-2.6

-0.9
0.3
2.1

80.0

Data reflect occupancy rate (%) instead of percent change.
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Selected Hospital Pe r f o r m a n c e  Indicators: February 1980 and 1981

Percent change from same

Deriod, previous vear

Mo n t h of Februarv Year-to-date

1980 1981 1979 1980

U t i l i z a t i o n  (cont.)

65-and-over admissions 13.6 -1.1 10.6 2.5
Adjusted for 1980 leap year 9.7 2.5 8.7 4.2

65-and-over inpatient days 12.5 -0.3 9.4 5.0
Adjusted for 1980 leap year 8.6 3.3 7.6 6.8

65-and-over length of stay -1.0 0.8 -1.1 2.4

Under-65 admissions 5.5 -2.2 3.0 -3.1
Adjusted for 1980 leap year 1.8 1.3 1.3 -1.4

Under-65 inpatient days A . 7 -2.8 2.0 -1.5
Adjusted for 1980 leap year 0.1 0.6 0.3 0.2

Jnder-65 length of stay 

Hospital M a rket Basket

-0.7 -0.6 -1.0 1.7

Total m a r k e t  basket 12.7 13.4 12.3 13.6

Labor 10.A 13.3 10.4 13.3

Nonlabor 15.5 13.5 14.7 13.9

Capital 25.0 21.8 22.3 24.0

S upplies & services ' 13.7 12.1 13.3 12.0

P rofessional fees 10.1 10.6 9.6 10.7

Insurance 11.2 10.3 12.8 10.4

Food 7.0 8.9 7.2 9.6

Fuel & utilities 28.1 18.5 27. 1 18.1

Medical supplies 10.9 10.5 9.9 11.1

S pharmaceuticals

Administrative supplies 12.5 9.8 12.3 11.6
Housekeeping, m a i n t e n a n c e  6 

other supplies

14.8 11.9 15.0 14.1

Source: American Hospital Association, Hospital Data Center, National Hospital Panel

Survey, and O f f i c e  of Public Policy Analy s i s  (Hospital Market Basket)
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319 Seward St.. Juncnu, Alaska 99801 (907> 3 ’ 790
REPRESENTING ACUTE, LONG TERM AND OUTPATIENTFACiL' S

March 16, ]°'J1

The Honorable Don Clocksin 

State House of Representatives 

Pouch V, State Capitol Building 

Juneau, A laska 99811

Dear R e p r e s entative Clocksin:

The A laska State Hospital A s s o c iation wishes to indicate our strong 

support for HB 131. It is o u r  highest legislative priority for 1981.

It is unfortunate that health facility revenue sharing was passed 

over last year when other forms of revenue sharing were increased. 

As a result many health facilities which were in difficult 

financial situations are in desperate shape this year. We believe 

HB 131 would prudently assist health facilities in Alaska and by 

its design, would offer greatest assistance to those most often 

in need of such assistance.

1 have enclosed a copy of our probable testimony, a copy of 

"Inflation Report" and a summary sheet indicating the financial 

and o c cupancy status of several hospitals.

We would respectfully request your favorable consideration of 

HB 131.

S i n c e r e l y ,

Dennis L. DeWitt 

Executive Director

c c : K..J. Haugen, Alaska State Representative 

Michael Dcirne, Alaska State Representative 

Bette Cato, Alaska State Representative 

J i m  Duncan, Alaska Stacc Representative 

Terry Martin, Alaska State Representative
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~ : a :G o n 319 Seward Si.. Juneau. Alaska 99801 (907) 586-1790 
REPRESENT ING ACUTE, LONG TERM AND OUTPATIENT FACILITIES ,

TKSTIMONY BEFORE THE HOUSE HESS COMMITTEE 

M ARCH 17, 1981 

SUPPORT FOR HOUSE BILL 131

I
• I

THE A L A S K A  STATE HOSPITAL AS S O C I A T I O N  STRONCLY SUPPORTS HOUSE BILL 

131. THE INCREASE IN THE LE V E L  O F  THE M I N I M U M  CRANT TO HEALTH 

FACILITIES F R O M  $75,000. TO $250,000. IS VITAL TO THE SURVIVAL OF 

SEVERAL HEALTH FACILITIES IN A L A S K A  A N D  NECESSARY FOR THE ASSURANCE 

OF A P P R O P R I A T E  LEVELS OF C A R E  IN A  VAST MAJORITY OF HEALTH 

FACILITIES SERVINC ALASKA. T HE O PERATIONAL REVENUE SHARING 

P R O C R A M  BECAN IN 1972 AT A M I N I M U M  LEVEL OF $50,000 AND HAS SINCE 

BEEN INCREASED ONLY TO $75,000. A T  THE SAME TIME COST OF OPERATION 

OF HEALTH FACILITIES HAVE INCREASED MARKEDLY.

if-v
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IN T HE YEARS SINCE 1972, HEALTH FACILITIES HAVE EXPERIENCE 

INFLATIONARY PRESSURES NOT E XPERIENCED BY THE REMAINDER OF T HE 

ECONOMY’. HEALTH FACILITIES WERE THE LAST INDUSTRY RELEASED FROM 

SALARY LIMITATIONS UNDER THE ECONOMIC STABILIZATION PROGRAM OF 

T HE NIXON ADMINISTRATION AND AS A  RESULT HAVE EXPERIENCED SUBSTANTIVELY 

G R E A T E R  PRESSURE TO BRING EQUITY TO EMPLOYEE WAGES.

HEALTH FACILITIES ARE HIGH ENERGY USERS. THE INCREASE IN THE COST 

OF FUEL OIL HAD HAD APPROXIMATED Z O O E L E C T R I C I T Y  AND DIESEL FUEL 

HAVE E X HIBITED SIMILAR INCREASES. THE COST OF FUEL IN CORDOVA BETWEEN 

FEBRUARY 1979 AND FEBRUARY 1980 A LMOST DOUBLED IN JUST THAT SINGLE YEAR.



P ACE f  *0

OFTEN INCREASES A S S U M E D  TO UNRE L A T E D  TO HF-ALTH FACILITIES HAVE HAD 

A  M A R K E D  I M P A C T  O N  HOSPITALS, FOR EXPAMPLE, T H E  INCREASE IN SILVER 

PRICES C AUSED THE PRICE OF X-RAY FILMS, WHICH C O N TAIN SILVER, TO 

SKYROCKET. T HE PRICE OF PETROLEUM IMPACTS NOT ONLY FUEL COSTS BUT 

ALSO THE OUS T  OF MANY PLASTIC D I S P OSABLE ITEMS W H I C H  ARE NECESSARY 

IN A  HEALTH FACILITY.

THE FACT THA T  THE COSTS OF OPE R A T I N G  A HEALTH FACILITY HAVE INCREASED 

DRAMATICALLY CAN NOT BE DEBATED. A T T A C H E D  IS A COPY OF "INFLATION 

REPORT" PUBLISHED BY THE AMERICAN HOSPITAL ASSOCIATION WHICH DEMONSTRATES 

NOT ONLY THE INCREASES IN HOSPITAL CHARCES BUT THE INCREASES IN BASIC 

SUPP1Y COSTS TO HEALTH FACILITIES. HEALTH FACILITIES IN ALASKA HAVE 

BEEN ATTEMPTING TO LIMIT THE INCREASES IN OUR COSTS OF OPERATION BUT 

AS YOU CAN SEE, WE HAVE NOT BEEN CETTIKC A GREAT DEAL OF HELP-.

T HE NEXT QUESTION IS W H E THER OR NOT THERE CONTINUES TO BE A NEED FOR 

STATE A S S I STANCE TO HEALTH FACILITIES. INDEED THERE IS. THERE IS NO 

TRADITIONAL PUBLIC CENERAL 'IOSP1TAL aYSTEM IN ALASKA. THAT FUNCTION 

IS SERVED BY HOSPITALS THROUGHOUT THIS STATE. CURRENTLY, IT IS 

FUNDED T H R OUGH INCDCASED "BAD DEBTS" OR OFFSET BY DIRECT ASSISTANCE 

FROM THE TAX BASE OF THE GOVERNMENTAL ENTITY IN WHICH JURISDICTION 

THE FACILITY WAS BUILT. THIS FUNDING IS ORDINARILY AN AMOUNT IN 

EXCESS OF THE CURRENT REVENUE SHARING GRANT WHICH THE STATE SENDS 

TO HEALTH F A C 11 V I E S  THROUGH THE MUNICIPALITIES. AN INCREASE IN 

REVENUE SHAKING TO HEALTH FACILITIES THEN, WILL BE NOT ONLY A S S I STANCE 

TO THE HEALTH FACILITY, BUT ALSO DIRECT PROPERTY TAX RELIEF.



CURRENTLY, A T  LEAST 10 HOSPITALS A R E  RECEIVING LOCAL TAX FUNDS FOR 

SUPPORT IN ADDITION TO STATE REVENUE SHARING SUPPORT.

MOS T  HEALTH FACILITIES IN ALASKA  ARE SMALL AND, BECAUSE OF REGIONAL 

ISOLATION, HAVE RELATIVELY LOW OCCUPANCY LEVELS. OCCUPANCY LEVELS A RE 

AVERACES AND DO NOT REFLECT HI G H  WEEKEND OCCUPANCY IN POPULAR WEEKEND
I

a r e a s ' SUCH AS SEWARD NOR NEAR HIGHWAY FACILITIES SUCH AS PALMER OR 

SEASONAL VARIATIONS IN COMMUNITIES SUCH AS CORDOVA. BECAUSE A  HEALTH 

FACILITY IS A 24 HOUR 365 DAY PER YEAR OPERATION THERE IS A TREMENDOUS 

STAND-BY COST WHICH OFTEN CAN NOT BE M ET BY PATIENT REVENUES. STILL, 

TH E R E  IS A NEED FOR FACILITIES IN OUR SMALLER ISOLATED COMMUNITIES.

THE STATE DEPARTMENT OF HEALTH REQUIRES MINIMUM SQUARE FOOTAGE, TYPES 

OF EQUIPMENT AND PERSONNEL FOR LICENSURE. WHILE WE SUPPORT MOS T  

LICENSURE S T A N D A R D S , WE MUST ALS O  NOTE THAT THERE IS A COST ATTA C H E D  

TO THOSE REQUIREMENTS. WE BELIEVE THAT THE BASIC M I N IMUM ANNUAL- 

OPERATIONAL COSTS FOR A HOSPITAL IN ALASKA IS APPROXIMATELY $800,000.

IT APPEARS TO THE ALASKA STATE HOSPITAL ASSOCIATION THAT A  FLAT RATE 

OF $ 2 5 0 , 0 0 0 . .APPROXIMATELY 30% OF THE BASIC ESTIMATED ANNUAL OPERAT I O N A L

COST, WOULD VLABLY MAINTAIN THOSE FACILITIES CURRENTLY IN CREATEST NEED.
)

WE HAVE SURVEYED OUR MEMBER FACILITIES AND ARE FINDINC THAT WITH A 

VERY FEW NOTABLE EXCEPTIONS, THERE IS VERY LITTLE VARIABLE COST IN 

ALASKA HOSPITALS. BECAUSE OF THE SIZE OF FACILITIES, THEY TEND TO BE



DOWN TO M I N I M U M  NUMBER OF PERSONNEL POSSIBLE. T H E  PERSONNEL CAN 

A C C O M O D A T E  M O R E  PATIENTS, BUT W I T H O U T  A NURSE ON THE NIGHT SHIFT FOR 

EXAMPLE, WE COULD NOT O P E RATE T HE HOSPITAL. THE NURSE IS NECESSARY 

WHETHER T H E R E  IS ONE PATIENT OR 8 PATIENTS.

S I M A R L Y , BECAUSE OF SIZE, IT IS DIFFICULT TO ENJOY ANY ECONOMY O F
I

SCALE UK V O L U M E  IN EQUIPMENT USAGE A N D  SOMETIMES IN PURCHASING POWER. 

THE ASSOCI A T I O N  SPONSORS AND SUPPORTS TWO CROUP PURCHASING ACTIVTIES 

IN A L A S K A  TO A S S I S T  WJ.TH THIS PROBLEM, ONE WITH THE SISTERS OF 

PROVIDENCE AND ONE WITH HEALTH AND HUMAN SERVICES, INCORPORATED.

WHILE THIS ASSISTS, IT IN NO WAY TOTALLY SOLVES THE PROBLEM.

WE HAVE READ A N D  CENERALLY A C C E P T  T HE REPORT DELIVERED TO THE 

LEGISLATURE ON HOSPITAL AND HEALTH FACILITY OPERATION A ND CONSTRUCTION 

A S S I STANCE DATED FEBRUARY 1, 1981 BY THE DEPARTMENT OF HEALTH-AND 

SOCIAL SERVICES AS IT RELATES TO CONSTRUCTION ASSISTANCE. AS THE 

REPORT RELATES TO OPERATIONAL ASSISTANCE W E  VIEW THE DEPARTMENT'S 

POSITION PA P E R  ON HB 131 AS A N  ADDE N D U M  TO THAT REPORT WHICH WE 

UNDERSTOOD AS SUPPORT.

WE BELIEVE THAT HB 131 MERITS Y O U R  FAVORABLE CONSIDERATION AND S U C CEST 

THAT, ESPECI/.LLY IN VIEW OF THE FACT THAT THIS I.S THE ONLY M U NICIPAL 

REVENUE SHARING PROGRAM NOT INCREASED IN 1980, IT IS VITALLY IMPORTANT 

THAT THIS MEASURE BE ENACTED THIS YEAR.

WE HAVE A T T A C H E D  A LIST OF HOSPITALS AND OPERATING LOSSES OR GAINS FOR 

YOUR REVIEW.



Office of Policy Studies'
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Percenc Change from Sane Monch Previous Year

1 9 S 0 ---------------------------- 1 9 8 1 ------------------------------

January-to-Januarv comparisons show the overall medical care component 
continuing to increase at a rate below the CPI-All Items.

- hedical care increased 10.1 percent compared co 'he 11.7 

percent increase in the CPI-All Items; the hospital room 

component increased 14.8 percent, while the services less 

medical care component increased 14.0 percent.

The items showing the largest January-to-January increases were:

- Energy (16.4 percent)

- Fuel and ocher utilities (14.7 percenc) i

- Shelter (12.7 percent)

- Transportation (13.4 percenc)

The medical care component (1.1 percenc) and hospital room charge (1.7 .

percent) cf the CPI increased at more rapid rates than the CPI-All Items 

(1.1 percent) between December 1980 and January 1981 (seasonally 

adjusted).



J a n u a r y  1 9 8 1

A. D e c e m b e r - t o  J a n uary Increase

B e t w e e n  .December 1980 and J a n u a r y  1981, the CPI-All Items Increased

0.8 percent (unadjusted). By category:

o E nergy increased 3.1 p e r cent 

° T r a n s p o r t a t i o n  incr e a s e d  1.4 percent 

o M e d i c a l  Care inc r e a s e d  1.3 percent 

o H o u s i n g  i ncreased 0.8 percent 

o Food and Beve r a g e s  i ncreased 0.8 percent

o A p p a r e l  and U p k e e p  d e c r e a s e d  1.5 percent

O n  a se a s o n a l l y  adjusted a n n u a l  basis, Energy i n c r e a s e d  at a 37.2

p e r cent race, T r a n s p o r t a t i o n  increased at a 21.6 p e r cent rate,

H o u s i n g  i ncreased at a 9.6 p e r cent rate, Food and B e v e r a g e s  showed 

no incre a s e  and A p p a r e l  and U p k e e p  d e c l i n e d  at a 2.4 percent rate. 

M e d i c a l  Car e  increased at a 13.2 percent a n n u a l  rate, and H o s p i t a l  

R o o m  inc r e a s e d  at a 20.4 p e r c e n t  a n n u a l  rate.

B. T w e l v e - M o n t h  Increase

B e t w e e n  J a n uary 1980 and J a n u a r y  1981, the CPI-All Items increased 

11.7 percent. This is s lower than last m o n t h ' s  1 2 - m o n t h  change, 

and repres e n t e d  the ninth c o n s e c u t i v e  m o n t h  during w h i c h  growth 

d e c e l e r a t e d  or was s t a b l e  c o m p a r e d  to the prior month. Since last 

December:

0 E nergy increased 16.4 percent 

0 T r a n s p o r t a t i o n  increased 13.4 percent 

0 H o u s i n g  increased 12.9 percent 

0 Food and B e v e r a g e s  i ncreased 10.1 percent 

° M e d i c a l  Care increased 10.1 percent 

0 A p p a r e l  and Upkeep incr e a s e d  5.9 percenc

II. Increases in the M e d ical Care and H o s p i t a l  Components

I .  C o n s u m e r  P r i c e  I n d e x  -  S o u r c e s  o f  t h e  J a n u a r y  I n c r e a s e

A. D e c e m b e r - t o - J a n u a r v  I n creases

In January, the M e d i c a l  Care c o mponent increased 1.1 percent, w h i l e  

the CPI-All Items i n creased 0.7 percent, o n  a s e a s o n a l l y  adjusted 

basis.

0 Phy s i c i a n s  Services increased 1.3 percent (seasonally adjusted) 

0 Hosoital Room Charges increased 1.7 percent and Hosp i t a l  and 

Other Medical Care Services increased 2.0 p e r cent (seasonally 

adjusted)

*Energy is a special CPx index and incl u d e s  elements from s e v e r a l  of the major 

c a t e g o r i e s .
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The mecLeal care conponenc continues to increase at a race b e l o w  che 

CPI-All Iteas.

o H ?dica: Care continues to increased less rapidly (10.1 

percent) than che CPI-All Items (11.7 percent). T he rate 

of increase in medical care has remained b e l o w  che CPI-All 

Items since D e c e m b e r  1978.

o Kosoical Room increased 14.8 percenc, reflecting the b u i l d­

up of inflat i o n a r y  pressures on hospital costs and the delay

in adjusting hospital roo m  charges until che start of the

J a n uary fiscal year in o ne-third of the nation's hospitals.

o Hospital and Other M e d ical Care Services increased 15.0 

percent.

° Physicians' Services increased 10.9 percent.

III. Lon g - T e r m  Trends

Table 1 compares movement in selected CPI components for the last 12

months w i t h  longer term trends. In che last five years, the CPI has

increased at a compounded annual rate of 9.3 percent. During this 

period, hospital room charges increased, on average, 12.2 percent 

and m e d ical car e  9.6 percent.

The CPI-All Items and components such as Transportation, H o u s i n g  and 

Energy are now increasing above their levels of recent years. The 

medical care components are not rising as rapidly above their lon g­

term trends. In the past 12 months, medical care increased 10.1 

percenc, wh i l e  the CPI-All Items less M e d i c a l  Care increased 11.8 

percent.

Ta b l e  1

A v e r a g e  Compounded Percenc Changes in Selected CPI 

C omponents J a n u a r y - t o - J a n u a r y  Periods

1976 ol 1980-81

All Items 9.3 11.7
Food and 5everages 7.7 10.1

T r a n s p o r t a t i o n 10.9 13.4

Housing 10.0 i;.9

Shelter 11.3 l.\ 1
Fuel 6 Other U t ilities 11.0 14.7

Energy 15.6 16.4

A l l-Items less M e d i c a l  Care 9.3 11.8

Medical Care 9.6 10.1

Physicians' Services 9.6 10.9
Hospital Room 12.2 14.8

Source: CPI Detailed Report, J a n u a r y  1976 and January
1981 ; Oral Communications, Eureau of Labor

Statistics
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In che i2~r7.or.th period ending J a n uary 19-31, the Finished Goods Index 

(FGI) rose 12.0 percenc compared co a 13.1 percenc increase in che 

12 m o nths ending January 1980. Lower races of increase occurred in 

all major components, except finished consumer foods.

J a n u a r y - c o - J a n u a r y  

comparison 

’/. increase

D e c e m b e r - t o - J a n u a r y  

seasonally

1979-80 1980-81

Finished Oboes 13.1 12.0 0.9
Finished -Consumer Goods 1^.3 1 2 , 1 0.8
F i n i s h e d - C o n s u m e r  Foods 5.1 8. 0 0.0
Finished Goods

(excluding foods) 15.8 13.8 1 . 1
Intermediate M aterials 17.7 8.6 1. 2
Crude M a terials 14.1 7.3 - 1 . 0

In the D e c e m b e r - c o - j3nuary period, che FGI increased 0.9 p e r c e n c ,
pared co 0.6 percenc in December 1980. Finished goods excl u d i n g  foods, 

w hich is considered indicative of u n d e rlying inflationary pressure, 

increased 1.1 percenc in January compared co a 0.9 percenc increase in 

che previous month.



C P I  F i g u r e s —  J a n u a r y  1981 D a t a

Index

U n a d j u s t e d  percent 

change

S e a s o n a l l y  adjusted^ 

oercent chance

' v a l u e  

J a r . 81

F rom 

Doc. V)

From

?.in. 80

From 

D e c .SO

Annv

race

CPI-U (Ail Items) 280.3 O.S 11.7 0.7 8.6
A l l  items less medical

care 259.2 1.7 11.8 0.7 8.6
Se r v i c e s 287.7 1.1 13.7 0.9 10.8
Se r v i c e s  less o e d i c a l  *

care 286.2 1.1 16.0 1.1 13.2

M e d i c a l  care 279.5 1.3 10.1 1.1 13.2
'Medical c a r e  commodities 176.7 0.9 10.1 0.9 10.8
Me d i c a l  care services 302.1 1.6 10.1 1.2 16.6

Physicians' services 283.9 1.3 10.9 1.3 15.6
H o s p i t a l  & ocher

m e d i c a l  care services^ 166.5 2.0 15.0 2. C 26.0
H o s p i t a l  Room'* 653.8 2.3 16.8 1.7 20.6
Other hospital L
medicc.1 care services 163.7 1.6 15.2 1.6 19.2

Food & bev e r a g e s 261.6 0.8 10.1 0.0 0.0
T r a n s p o r t a t i o n 266.7 1.6 13.6 1.8 21.6

Hous ing 279.1 0.8 12.9 0.8 9.6
Shelter 300.1 0.5 13.7 0.6 • 7.2
Fuel 6 ocher utilities 296.7 2.3 16.7 2.1 25.2

A p p arel & upkeep 181.1 -1.5 5.9 -0.2 -2.6

Energy^ 381.7 3.1 16.6 3.1 37.2

Source: Oral Communications, J ureau of Labor Scatisti cs, Washington, DC

NOTE: The CPI for All Urban Consumers (CPI-U) is based on the e x p e n d i t u r e  patterns

of all urban residents, about 80 p e r cent of the population.

11967=100, u nless otherwise noted.

^Seasonally adjusted dat a  not ava i l a b l e  for all items

^December 1977=100

^ Previous title, Serai-Private Room

^Energy is a special CPI index including elements from several m a j o r  categories. 

The e l e m e n t s  are: gasoline, motor oil, fuel oil, coal, gas and electricity.



C o m p a r a t i v e  Move m e n t  of Selected CPI Components 

P e r cent C hange From Same M o n t h  Previous Yea r

1980

1 J F M A M J J A.. S 0 N .  0 . . .

CPI-U All Items 13.9 14.1 14.7 14.7 14.4 14.3 13.2 12.8 12.7 12.6 12.6 12.4

All Services 14.5 15.0 16.1 15.9 17.3 18.1 16.1 14.7 14.2 14.1 14.1 14.2

Medical Care 10.1 10.9 11.2 11.4 11.5 11.4 11.1 11.0 11.0 10.9 10.7 10.0

Physicians Services 9.2 10.1 10.4 10.7 11.1 11.3 10.7 10.4 10.4 10.5 10.8 11.0

Hospital and Other 

Medical Care Services 11.3 12.1 12.3 12.6 12.8 13.1 13.7 14.2 14.6 14.8 15.1 14.5

Hospital Room 11.1 12.3 12.3 12.6 12.7 12.7 13.1 13.3 13.8 14.6 15.6 13.9

1981
J F M A M J J A S 0 N D

CPI-U All Items 11.7

All Services 13.7

Medical Care 10.1

Physicians Services

Hospital and Other 

Medical Care Services

10.9

15.0

•

Hospital Room 14.8

Source: Oral Communication, Bureau of Labor Statistics, Washington, DC.



B u r e a u  o f  L a h o r  S t a t i s t i c s  I n d e x e s

The Consumer Price Index measures che race of increase in che prices 

of a fixed a s s o r t m e n t  of pood’s and services pur c h a s e d  by u r b a n  consumers.

The Finished Cooes Index (FCI) measures price increases for c o m m o d i c i e s  

chac are ready for sale co che ulcinnce user, includinc b u s i n e s s e s  or 

individuals. T o p e c h e r  vich Che Indexes for I n i e r medince Goods and Crude 

■Mac aria Is w h i c h  m e a s u r e  prices ac less c o m p l e t e  stages of pr o d u c t i o n ,  che 

FGI replaces che UTiolosale Price Index. T h e s e  three indexes are useful 

as guides to future price m o v e m e n t s  at che retail level and are c o n s i d e r e d  

indicative o f  .he u n d e r l y i n g  race of inf l a t i o n  in the economy. A c c e l e r a t i n g  

races of i n c e n s e  in these indexes lead co che e x p e c t a t i o n  of a c c e l e r a t i n g  

increases in che prices of c o n s u m e r  goods and, s u b s equently, co e x p e c t a t i o n s  

of rising h o s p i t a l  coses.

The Medical Care component of Che CPI m e a s u r e s  che race of i n c r e a s e  in 

prices charged by hospitals, p h y s icians and oc h e r  h ealth care providers.

The medical care c o m p o n e n t  is b r o adly defined, and does noc adjust for 

changes in ince n s i c v  of services. Consequently, it often o v e r e s t i m a t e s  the 

race of increase in medical care prices. T h e  m e d i c a l  care c o m p o n e n t  c o n­

sist-' j z m e d i c a l  care c o m m o dities and r e d i c a l  care services.

Medical Care C o m m o d i t i e s  included only Drugs and P r e s c r i p r ions until D e c e m b e r  

1977 w h e n  ot h e r  medical supplies we r e  added.

Medical Care Services account for about 83 percenc of the m e d i c a l  car * c o m­

ponent. Th e s e  services include mainly: (1) Profes s i o n a l  S e rvices, (2 )
Hospi t a l  and Oc h e r  M e d i c a l  C a r e  Services, and (3) Health Ins u r a n c e  (unpublished).

The Hospital and Other Medical Care Services (HMC) Index replaces che Hosp i t a l  

Service C harge Index wh i c h  was in the u n r e v i s e d  CPI. Its c o m p o n e n t  are:

A. Hosp i t a l  Room

B. Ot h e r  H o s p i t a l  and M e d i c a l  Services

1. Hosp i t a l  A n c i l l a r y  Services (unpublished)

2. Emergency Roo m  (unpublished)

3. N u r s i n g  and C o n v a l e s c e n t  Home Care Services (unpublished)



H O S P I T A L EXPENSES OV E R  REVENUE 

________ LOSS (CAIN)

DAILY SERVICE 

CIIARCE

OC CUPANCY L E N G T H  O F  S T

Alaska Hospital 

Bartlett (Juneau)

Central Peninsula (Soldotna)

Cordova

Kodiak

Petersburg

Seward

Sitka

South Peninsula (Homer) 

Valdez

Valley (Palmer)

Wrangell 

Norton Sound

2 . 5  M i l l i o n  

-0- 

( 210,000 ) 

1 2 0 , 9 0 7  

1 5 5  , 4 2 6

1 3 5 . 0 0 0

211.000

2 5 1 . 0 0 0

2 4 0 . 0 0 0  

3 7 4 , 4 3 8  

3 5 4 , 2 9 7  

1 3 0 , 5 9 3  
2 7 6 , 9 0 1

220.00

1 9 0 . 0 0

1 9 5 . 0 0

1 9 5 . 0 0

2 1 5 . 0 0

1 9 0 . 0 0

1 9 0 . 0 0

1 9 0 . 0 0

1 9 5 . 0 0

210.00

1 8 5 . 0 0

1 9 0 . 0 0
OO

5 3 . 6

4 6 . 2

5 6 . 4

2 8 . 5  •

4 3 . 9  

21.0 

10.0

4 2 . 9

7 9 . 0  

1 3 . 4

24.0

51.0

4 . 7

4 . 2

3 . 2

I

2.8 

3 . 0

2 . 7

4 . 3

2.8 

2 . 5

* • ?

3.4 

3 ‘I
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