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STATEMENT OF SUPPORT 
April 28, 1990 

CSSB 326 —  Grants for Community Health Planning

Community hospitals and nursing homes across the state support CSSB 326 
as it provides an opportunity for communities and/or regions within the state 
to measure the cost and the effectiveness of their local health system.

CSSB 326 provides:

1. That the Department of Health & Social Services establish a 
grant program under which up to 12 municipalities, Native service 
areas or rural government entities may receive a grant of up to 
$50,000.00 to:

A. Conduct a comprehensive analysis of the local health care 
delivery system;

B. Review coordination and cooperation of community, regional, 
state and federal health care services and programs;

C. Review adequacy of health care facilities;

D. Identify the uninsured and the under insured;

E. Recommend to local, state, regional and federal agencies 
ways to coordinate and maximize the delivery of health care 
services.

2. Communities or regional areas applying for grants must:

A. Have broad community or regional participation;

B. Provide cash and in-kind contributions totaling in value 
of up to 1/3 of the grant applied for.

3. The fiscal note is:

1991 —  $150,000 grants; $37,100 administration - $187,100.00.

1992 —  $150,000 grants; $26,000 administration ■ $176,000.00.

HEALTH ASSOCIATION OF ALASKA

The program is repealed July 1, 1992.

FOR MORE INFORMATION OONTACT:

Harlan Knudson - 586-1790 
Health Association of Alaska 
319 Seward Street, rll 
Juneau, AK 99801

#  #  #
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FISCAL NOTE ANALYSIS (continued)

CSSB 326 (FIN) BY JONES
5/6/89

"An Act relating to grants for community health planning; and 
providing for an effective date."

Contractual funding is based upon the tollowing assumptions:

PURPOSE FY 1991 FY 1992

Grant administrator $21,000 $?1,000
Advertising of RFP 600
Printing 500
Technical assistance work sessions 15,000 5,000

37,100 26,000

It is estimated that a half-time grant administrator will be needed 
to organize and administer the grant program. Funding for this 
purpose is shown in the contractual line to facilitate a 
reimbursable services agreement for use of an existing position if 
such an arrangement proves feasible and efficient. Two year
funding of the half-time position reflects the spread of grants 
over two fiscal years.

Advertizing cost is for notices in major newspapers and by mail.

Printing costs are estimated for publishing a Request for Proposal 
and for application forms.

Technical assistance work sessions would be held in 5 regional 
locations to assist with initial application completion. 
Additional on-site assistance, grant administration, monitoring and 
evaluation would occur as funding allows.

Grant funding assumes a maximum grant amount of $50,000 for each 
grantee in FY 91 and a maximum grant amount of $50,000 for each 
grantee in FY 92. The sum of all grant funding would be limited 
to $150,000 each fiscal year. The total number of grants would be 
limited to up to twelve.



S B  3 2 6  - G r a n t s  f o r  C o m m u n i t y  H ea lth  P la n n in g

I n t r o d u c t i o n
Through the work o f the G ove rn o r ’s  Interim Comm iss ion  on  Health Care , certain 
principles were  d eve loped  and com m ended  to the G ove rn o r  and legislature to guide 
the deve lopment o f heaith policy. One principal fo cused  on ensuring access to basic 
health ca re  se rv ices  fo r  ail A laskans . Another principal em phasized  community 
responsibility fo r  health ca re  and  health promotion. This bill a l lows fo r severa l 
communities, reg ions, o r  combination o f municipalities, non-profit agencies, etc., to 
apply fo r a  grant.
S ena te  bill 3 2 6  fo cu se s  directly on local responsibility to ensu re health care acce ss  for 
A laskans. The bill m ake s  it poss ib le  fo r local health le ade rs  to identify health ca re  
priorities and to coord inate future efforts in reaching th o se  goa ls .

B a c k g r o u n d
Changes  in the cost o f health serv ices , in re imbursement policies fo r pub.ic and 
private pu rchasers , in the econom ic and demograph ic conditions in rural a reas , in the 
availability o f health ca re  providers, and other trends, threaten the a\ ailability o f health 
ca re  se rv ices in many A laskan communities.
In addition, many facto rs  inhibit necessa ry  changes in the delivery o f health serv ices to 
A laska , including:

• inappropriate and outdated regu la to r/ laws
• aging and inefficient health care facilities
• the ab sen ce  o f loca l p lanning and coordination o f rural health services

• the lack o f community understanding of the cos ts  and benefits of supporting 
hosp ita ls and other health service providers
• the lack o f state or reg iona l assistance to a s su re  access  to care that cannot be 
provided in eve ry  community, and
• the lack o f clarity o f state health policy ob jectives.

T h e P r o g r a m
This p rogram  is des igned  to utilize a  method for strengthening health se iv ices in 
A laska by working directly with communities. The mode l p rogram , deve loped by the 
University o f W ash ington S choo l o f Medicine Rura l Health Office, includes four 
p hase s :

• C om m u n i t y  s e le c t i o n :  Any community desiring to participate in this 
p rogram  may initiate a  request to the administrator o f the program, designated 
by the Sta te .

B i l l  Summary



• C om m u n i ty  a n a ly s i s :  A thorough and intensive study will be made of the 
health sen/ices system  in each participating community. This will include a 
management and  financial study of the community hospital and/or nursing 
home; a  market survey ; a  needs assessm ent; and o ther community analysis that 
may be d eem ed  important.

• S t ra te g ic  p la n n in g :  A strategic plan will be d eve loped  for the community, 
involving all e lem en ts  of the health serv ices de livery system.

• Im p lem en ta t io n  o f  th e  p la n :  P rob lem s indentified in the planning p rocess  
and changes in serv ice configuration will be implemented .

Each grantee will d eve lop  a  long-range plan covering the local spectrum of health 
serv ices. It will be the grantees' responsibility to involve a ll m a jo r health care 
providers, business leade rs , public officials and other community leaders , to deve lop  
the project design and  to ove rsee  and implement the program . G ran tees  will a lso 
participate in the financial support o f the program with a  one-third match in cash o r  in- 
kind contributions.

A p p r o p r i a t i o n

In this act, the state o f  A laska will appropriate $187 .1  in FY91 to support the program, 
$ 1 7 6 .0  in FY92 . G ran tees  will receive up to $ 5 0 ,0 0 0  each . The bill a l low s for one-half 
o f the grants awarded by the Department of Health and Soc ia l Se rv ices to go to rural 
a re a s  with special n eeds , a s  defined by the department.

O ther costs include funding a ha'Mime grant administrator, advertising o f the RFP , 
printing and technical ass is tance work sess ions . Communities will be expected to 
contribute 33-percen t o f  the total grant appropriation in cash  o r  in-kind contributions 
(see  attached fiscal note ana lys is ) .

A d m in i s t r a t i o n

The Department of Health and Socia l Se rv ices shall estab lish the A laska Rura l Health 
System s Pro ject. The Department may contract with a  third party to carry  out the 
implementation of the legislation where this m akes most effective use  o f available 
expertise, avoids duplication o f efforts and p romotes econom y o f resou rces . The 
Department will d eve lop  a  list o f appropriate resou rces and  consu ltants to assist the 
grantees .



December 1989 
Bruce Amundson, M.D. 
Associate Director 
Community Health Systems

The Community Health Services Development (CHSD) strategy 

for assisting rural communities is a product of the 

University of Washington Rural Hospital Project (PHP). This 

four-year demonstration project was designed to develop 

approaches to stabilize and improve health services in a 

sample of six rural communities in the states of Washington, 

Alaska, Montana and Idaho (WAMI). The RHP emerged out of a 

recognition that the stability of rural health systems in 

the WAMI states was being threatened and one symptom was the 

increasingly tenuous status of rural hospitals that exist in 

the majority of rural communities in the four-state region. 

The basic premise of the RHP was that the hospital could be 

used as a point of entry into the community, a way to engage 

community leadership in a fundamental attack on the issues 

threatening health services in that rural community.

Although the community hospital is often the focal point for 

community agreement ("contract") to work with University of 

Washington/AHEC staff, the CHSD strategy includes 

strengthening all elements of the community health care 

system. The Community Health Services Development cycle has 

been completed in all six initial communities, and a formal 

evaluation of outcomes is currently underway. The CHSD

Exp lana t ion  o f  UW Program 
Or. Bruce Amundson



approach has been used in an additional 14 communities in 

the WAMI region.

Seward, Alaska was one of the original six RHP communities. 

A discussion of why Seward applied to participate, the 

issues the community was facing and a review of its 

accomplishments can serve to demonstrate the potential for 

this community-oriented approach.

Why__Sew_a_rd .applied. as_a Rural Hospital Project Demonstration 

coimmuty:

All participating communities were rural with hospitals 

under 50 beds. The hospital had to be experiencing 

financial distress in order to be selected.

In 1984, at the time communities were polled for their 

interest in partnering with the University of Washington 

School of Medicine, Seward faced the following problems:

The small population base in Seward created severe 

limits on the range of health services and 

financial resources available to support those 

services; in addition, there was substantial out­

migration by the service area population for 

hospital, physician, dental and other health 

sorvic ~.



The hospitals long-term financial viability was a 

major concern. The loss from operations for FY's 

1982 and 1983 totalled $650,000.

The hospital facility had significant structural 

deficiencies in building, equipment and safety, 

with no capital reserve to modernize.

Physician recruitment and retention had been a 

problem for many years. The number of physicians 

the small population could support was so small 

that physician stress and burnout was a recurring 

problem.

The hospital board of trustees had not conducted a 

strategic planning process and was generally 

feeling overwhelmed by the responsibilities for 

stabilizing hospital and health services for the 

community.

Public satisfaction surveys of health care in the 

community revealed major problems with confidence 

and quality. This clearly contributed to patient 

out-flow to other communities for services.

A lack of cooperation and coordination among the



major health care providers in the community was 

noted.

Various hospital financial practices and policies 

and practices are inadequate, including a very 

high accounts receivable.

There was a high level of dissatisfaction with 

pharmacy services in the community.

There was substantial dissatisfaction with 

alcoholism and mental health services, with 

massive out-migration to Anchorage for these 

services.

The scope of medical services provided at the 

hospital was smaller than many hospitals of 

similar size. No surgery was being performed at 

that time, and a large portion of obstetrical 

patients were leaving the community for care.

In summary, approximately 40 significant problems, including 

those listed above, were documented by the Rural Hospital 

Project team when health services in Seward were analyzed 

carefully. Not surprisingly, the small cadre of health care 

leaders in the community was experiencing immense
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frustration and was feeling overwhelmed by the problems they 

faced as they attempted to sustain health services for 

community residents.

The University of Washington team recognized that the number 

and range of problems facing a typical community such as 

Seward, in today's threatening environment, could only be 

addressed successfully if a more comprehensive strategy was 

developed. The underlying tenet of the Community Health 

Services Development strategy is that substantial change in 

failing rural health services can only be accomplished by 

mobilizing broad community healt . leadership and public 

support for these changes.

Four objectives of the Community Health Services Development 

strategy are:

1. To design a community health system to meet the 

individual community's needs.

A major proposition of the CHSD strategy is that the 

community rural health system should be constructed to 

meet the needs of the population it serves, including 

the large segments of rural communities that lack 

access to basic health care services because of 

financial, cultural and geographic barriers. In order
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to accomplish this objective, we work with the 

community to determine the health needs of the local 

population and to develop a mix of services to meet 

those needs. This often means expanding the range of 

services available, since they have often atrophied for 

unnecessary and idiosyncratic reasons.

2. To improve the financial stability of local health 

institutions.

A major intervention is tj provide thorough financial 

and managerial review of rural hospitals, nursing homes 

and clinics, and make specific recommendations on how 

to improve financial management ond general 

administrative leadership.

3. To increase community utilization of and satisfaction 

with local health services.

A common problem in many rural communities is that the 

population is ambivalent about the quality rf services 

provided locally. Local services are often perceived 

as unavailable or inferior, and a substantial portion 

of the population seeks health care outside the local 

area. This has the perverse effect of becoming a self- 

fulfilling prophecy when a shrinking market share and



falling utilization undermine the ability of health 

care personnel and institutions to sustain services 

that are in place.

4. To enhance local community leadership and 

effectiveness.

A common denominator in many rural communities is 

inadequate or dysfunctional community leadership. Too 

often communities have no mechanism for identifying, 

energizing and engaging local health and community 

leaders an effort to improve local health care capacity 

and quality. Rural hospital boards are often weak, and 

unaware of their need to serve as a conduit for 

community participation in shaping local health care 

systems. Many important components of rural

communities are uninvolved or disaffected, and 

communication and teamwork among community leaders, 

hospital leadership, local physicians and other health 

providers is often more fractious than functional.

The r — imunitv Health Services Development Process:

Once a community agrees to participate in the CHSD process, 

there are three major phases:

1. Community Analysis:



The issues discussed above regarding Seward wert 

identified through an extensive and careful analysis of 

the community health services. This analysis includes: 

a community market survey, mailed to each household in 

the service area to document satisfaction and 

utilization by local citizens? an exhaustive analysis 

of the financial, management, and organizational 

systems of institutions (hospital, nursing home, etc.); 

a needs assessment documenting health care strengths 

and weaknesses from interviewing 30 to 40 leaders in 

each community? and a demographic profile of each 

community.

From this thorough and objecfei\e study, the primary 

strengths and problems in the community health care 

system are clearly identified. This includes not only 

financial, personnel, and market share problems but 

also quality, performance, teamwork and leadership 

issues. In most communities, this is the first time 

these issues have been both comprehensively and 

honestly documented and described.

2. Hospital and community-wide health services planning:

The above information becomes the raw material for a

strategic planning process which usually involves both the

• i



hospital (first) and the entire spectrum of community health 

services. This planning process necessitates broad 

community participation. The plan should reflect the 

optimal menu of health services that the community needs, 

and the steps to address the problems that have been 

identified.

It is instructive here to illustrate some of the major goals 

that were part of Seward's initial strategic plan.

They included:

To achieve a financial position for the community 

hospital that will insure long-term stability and 

enable the hospital to meet the challenges of a 

dynamic health care environment.

To maintain and improve the market position of 

Seward General Hospital throughout the east Kenai 

peninsula.

To demonstrate leadership, through the hospital 

trustees and administration, to provide, 

integrate, and coordinate human services in the 

east Kenai peninsula.

To maintain an environment in which individual
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employees and others associated with Seward 

General Hospital can achieve maximum equality.

To develop maximum integration and collaboration 

among the major health care providers in the 

community including the physicians, hospital, 

nursing home and mental health services.

To develop a community health insurance plan to 

retain maximum health care dollars and patient 

services within the community.

To improve the quality of pharmacy and mental 

health services.

These goals included many sub-tasks to effectively address 

the problems outlined earlier in this document.

3. Implementation:

Every effort is made by health care and community leaders, 

in collaboration with University of Washington/AHEC staff, 

to aggressively implement the changes reflected in the 

strategic plan. This requires clear delineation of 

responsibilities, diffusion of responsibility to a wider 

range of community participants and leaders, clearly
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delineated timelines, and commitment to an ongoing planning 

cycle each year for both the hospital and other community 

health services.

Major outcomes of the CHSD strategy:

A rigorous two-year evaluation of the six initial 

communities, including Seward, is currently underway. This 

evaluation involves repeating most parts of the community 

analysis. Quantitative information regarding changes in 

market share, public satisfaction levels, etc. is not yet 

available.

However, in hospital financial status, a number of changes 

have already been documented as a result of tbe CHSD model. 

The more important outcomes include:

1. A commitment by hospital board and admin, stration, as 

well as all community providers, to a rigorous, goal- 

oriented, problem-solving strategic planning process, 

to be re-examined annually. This is a major 

accomplishment for hospitals and communities that have 

never before accepted the need to plan in order to 

insure efficient use of scare resources and to direct 

aggressive attention to threats and problems.
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2. An improvement in the financial "bottom line" for 

Seward General Hospital.

3. The development of a community problem-solving 

organization, thr "expanded core group", which includes 

representation from every element of health and human 

services in Seward. This group has developed more 

effective problem-solving approaches by providers in 

the community, improved teamwork, and is insuring 

better cooperation among the health care providers.

4. Hospital governance (by board and administration) is 

markedly improved. Changes have included a commitment 

by the board to a planning process, dramatically 

increased board confidence and competence, a board 

recruitment and development program, streamlined 

decision making and meetings, annual planning retreats, 

and the enlistment of new community members for 

specific expertise. As in other communities, this has 

been one of the most dramatic outcomes of enhanced 

community health leadership.

5. A hospital marketing plan has been developed to 

aggressively address the reasons many residents were 

leaving the community for health services. Prenatal 

and obstetrical services have been expanded, anesthesia
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coverage has been improved and limited surgical 

services are now provided at the hospital. The image 

of the community hospital has improved through 

attention to the buildings, equipment, and their 

appearance. Programs to improve the interpersonal 

skills, personal appearance, sensitivity, and nurturing 

attitudes of personnel have been carried out. The 

importance of these efforts cannot be overemphasized 

when the reasons for citizen out-migration are 

understood.

6. New community technology including ultrasound and fetal 

monitoring equipment has been purchased.

7. A new hospital management information system has been 

instituted, and numerous management and financial 

systems changes have been implemented.

8. A more coordinated and functional physician recruitment 

strategy has been developed by the community, with 

excellent cooperation between the medical staff and the 

hospital.

9. Ai expanded range of physician specialists is now 

coming to the community to provide services locally.
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10. Improved cooperation between the hospital and nursing 

home has been achieved, and an effective nursing home 

administrator recruited.

11. The community is exploring the development of a 

community health insurance plan to maximize the use of 

local dollars and develop incentives for local 

utilization of health services.

The above accomplishments are impressive. They represent 

constructive changes across the entire spectrum of community 

health services, and they also reflect u rate of change that 

certainly exceeds that which existed before the CHSD 

strategy was implemented.

In summary, general outcomes from the CHSD strategy in all 

participating communities include the following:

a. A systematic, comprehensive approach to strengthening 

health care which includes system-wide planning, change 

on multiple fronts, more openness to outside 

facilitation and assistance, and greater peer group 

accountability.

b. Improved syst'*- performance including enhanced 

community and health care leadership, improved 

teamwork, improved morale and optimism, and an



expansion of the scope of health services available 

locally.

c. A structure for the future which insures continuing 

planning and problem-solving, a future-oriented 

attitude, and a willingness to continue to use outside 

resources to augment community skills and leadership.

In summary, Seward's experience has mirrored our experience 

in approximately 20 communities to date. Although some 

health care problems in rural communities will continue to 

be vexincr due to the small population size and limited 

resources, ..a overall perspective of the CHSD strategy is 

that only with a community-driven approach involving broad 

health care and community leadership can many communities 

hope to sustain, let alone expand, the health services 

available to their residents. We believe at this time, even 

without the data from the Rural Hospital Project evaluation, 

that this process is far more effective than the crisis 

oriented, fragmented responsess that many rural communities 

have historically utilized.

The partnering of community leaders with outside

facilitators and consultants has proved to be a powerful

team to address the complex issues facing rural communities.
«•

At a very modest cost per community (considering the overall
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expenditure of health care dollars annually in a community), 

we believe that our experience with the CHSD strategy has 

shown that rural communities themselves are the most 

effective resources to stablilize their health services, 

rather than relv primarily on external saviors and 

solutions.

1219ch.doc



A L A S K A  S T A T E  L E G IS L A T U R E

While m Ketchikan 
352 Front Street 

Ketchibn.AK 99901 
907-225-9675

While in Juneau 
P.O. Box V 

Juneau, AK 99811 
907-465-3743

Senator Lloyd Jones
April 29,1990

M EM ORANDUM

To: Representative Johnny Ellis, Chair
House Health, Education and Social Services Committee

Subj: SB 326 - Health Planning Grants

From: Senator Lloyd Jones

Thank you for hearing Senate Bill 326.

SB 326 establishes a health planning grant program in the Department of 
Health and Social Services for community health care planning. The bill 
is based on a model grant program established by Dr. Bruce Amundson 
of the University of Washington. Dr. Amundson was also instrumental in 
establishing a health planning grant for the City of Seward. Attached is a 
position paper written by Dr. Amundson, which gives background on the 
model program. Also included for backup are:

As you know from our work with the Governor’s Interim Commission on 
Health Care, one of the Commission's serious concerns was the state’s 
inability to put together either a long or short term health care policy.
As state revenues dwindle, so will state support for much needed health 
care facilities and programs. This bill allows local decision making 
regarding the future of health care programs and facilities at the 
community level.

I hope you will support this bill and join m e  in cross-sponsorship. If you 
have any questions regarding this bill, please feel free to call m e  or 
Glenda Carino of my staff.

• Revised fiscal note and analysis
• Summary of the bill
• Written testimony and letter of support
• Case study

M u l c t  • S a x  n u n  • Kct- h i L i n  • M o c r .  C h u c k  • W r a n g e l l  • lYtcrvFurvi • Kuprr . m o l
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February 16, 1990

TO: Alaska State Senate Finance Committee

FROM: Peter J. House
Associate Director (Acting)
Office of Rural Health 
University of Washington

RE: Senate Bill 326

I am writing this memo to you as follow-up to my testimony 
before the Senate Finance Committee on February 1, 1990. As 
you know from my remarks of a few weeks ago, the purpose of 
the Office of Rural Health at the University of Washington 
is to help rural communities stabilize their health care 
systems. We believe that Senate Bill 326 is consistent with 
our purpose, and for that reason we would like to reiterate 
our support for this legislation.

First let me answer the question concerning the need for 
community-based planning. One of the central findings of 
our work (starting in 1984 with the Rural Hospital Project 
and continuing today with the Community Health Services 
Development Program), is that the fundamental factor 
destabilizing rural health care systems is the fact that 
significant portions of local populations seek health carc 
ser/ices outside their community when those services are 
available in the local community. This out-migration 
damages the financial viability (and ultimately the 
availability) of local health care services. A corollary 
finding is that the communities themselves hold the key to 
stemming this outflow of patients.

Senate Bill 326, we believe, adopts (and sets aside funds 
for) a process that will empower communities to develop 
strategies to stabilize their rural health care systems. 
Our experience, working with communities utilizing an 
approach like that supported oy Senate Bill 326, shows a 
history of communities progressing from desperate 
circumstances to well ordered strategies leading to amazing 
improvements of the health care resources in their 
communities.

KNOW. Of MlWCINl OfllCk. Of
Letter of Support
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Another aspect of the need for planning concerns the 
necessity of state financing of the work. Most rural 
communities lack the resources to get a project like this 
started. In communities with hospitals, nursing homes, or 
other health and social services organizations, chances arc 
that the administrators or the boards simply don't have the 
time to undertake the comprehensive approach as outlined in 
Senate Bill 326. In communities without such organizations, 
there is a near certainty that there is no one in town with 
the skills and the tine to lead such an effort. We have 
found well organized projects (led by the state and 
utilizing consultants), as envisioned in Senate Bill 326, to 
be an effective and efficient approach to the problem.

Assigning resources to community-based planning can avoid 
the expenditure of funds on more expensive strategies. 
Hasty, underfunded planning projects are the kind that 
produce simplistic yet, all to often, expensive solutions to 
health care problems. In our experience with applying this 
approach to over 20 communities since 1984, only rarely have 
community groups come up with initiatives that bore large 
capital price tags. The more elegant and effective 
strategies have often been inexpensive. So, for that 
reason, spending money on some solid planning now can save 
wasted capital dollars later.

I understand that certain portions of my testimony on 
February 1 were difficult to hear and I accept that as a 
hazard of testifying by telephone. My hope is that by 
placing my comments in this written format I will be able to 
strengthen the testimony I have already made to you. We at 
the University of Washington, are "true believers" in the 
community-based approach to stabilizing local health care 
systems and we urge you to move forward with the enactment 
of this important legislation.

Thank you, an̂ . please call me or my associates if we can be 
of further assistance in providing testimony or 
documentation to support Senate Bill 326.

PJH:sb 
2-16ala.mem



TONASKET, WASHINGTON 
A CASE STUDY

demographic Profilo

Population - Community
1,000

Population - Service Area
9, 000

Hospital Size
22 Beds

Providers
4 M.D.s 
2  Mid-Levels

Distance to Nearest Hospital
23 Miles

Economic Base
Agriculture
Timber



C A S E  S T U D Y  O F  A  R U R A L  W A M I  C O M M U N I T Y

h e a l t h  c a r e  p r o b l e m s

Tersistent primary care  physician 
shortage .
Fragile hospita l financial status 
(including $ 6 5 0 ,0 0 0  in warrant?;).

W eak  hosp ita l board .

Substantia l outmigration fo r  most 
health se rv ices

Substantia l w eakn e s se s  in 
hospita l m anagem en t & financial 
sys tem s (i.e., m assive  AR, n o  
m anagem en t information 
system ).

Lack o f  commun ity  aw a reness  o f 
fragility o f  hosp ita l and  health 
system .

Lack o f toam work  am ong  ma jo r 
providers.

Highest pe rcen tages  o f 
uncom pensa ted  care  o f  any state 
hospital.
T imber-dependent, econom ica lly  
d ep re ssed  environment.

U f f lRY E N im S  AND RESULTS

Success fu l recruitment o? two 
additional family physicians
Dramatic change in hospita l 
financial status.
Establishment o f  hospital district 
and  tax levy.
Construction o f  new 70 -b ed  
nursing hom e .
Restructured , educated , effective 
board .
Inc reased utilization data (i.e., 
hospital occupancy ).
Additional medical specialty 
consu ltan ts com ing to 
community.
Addition o f  new techno logy (U S  
and  sha red  CT).
Marketing p rog ram  targeted at 
w eakest utilizers.
New compute r-based  MIS.
Contract for financial expertise.

Revam ped  billing and collection 
policies.
C reation o f  a  community health 
ca re  foundation .
W eek ly  s eh e s  o f  article on  health 
issues  in loca l newspaper.
Explicit he lp  with conflict 
reso lution and  deve lopment o f  
con sen sua l goa ls .



TT.

n o r t h  v a l l e y  HOSPITAL

Financial Status Before and After 
Rural Hospital Project

I2JL1 1986

Income From

Operations1 (2X0,004) «,7 U  414jl„  a

Net Gain/Loss2 ^ a ^ . 7 7 4 , ^ 3 8 , 5 , 8  555,253 U 3 (995

short-term debt)

1 Income (loss) from operations

2 operating Margin plus non-operating revenue

• . . I  *



THE TWO COMPONENTS TO DEVELOP A DURABLE 
COMMUNITY-BASED HEALTH PLAN:
COMMUNITY

PREPARATION J. HEALTH Plan
& T DEVELOPMENT

ORGANIZATION
STAGE I: COMMUNITY PREPARATION

FACILITATOR: COMMUNITY CONSULTANT
(UNIV. OF WA/ALASKA)

o IDENTIFY AND CONVENE HEALTH AND 
COMMUNITY STAKEHOLDERS

o DISCUSS CONCEPT, BENEFITS TO 
COMMUNITY AND ORGANIZATION

o PERFORM SURVEY OF EMPLOYERS
(# EMPLOYEES, INSURANCE COVERAGE, 
LEVEL OF INTEREST)

o CONDUCT ANALYSIS OF HEALTH 
SERVICES IF DATA NEEDED 
(I.E., MARKET SURVEY;
NEEDS ASSESSMENT)



STAGE II: COMMUNITY BODY -
COMMUNITY CONSULTANT/
LEGAL COUNSEL

o ESTABLISH A COMMUNITY CORPORATION 
AND BOARD (EMPLOYERS, HOSPITAL, 
PHYSICIANS, OTHER PROVIDER 
GROUPS, ETC.)

STAGE III: HEALTH PLAN DEVELOPMENT
FACILITATOR: COMMUNITY CONSULTANT/

BOARD/HEALTH CARRIER
o ESTABLISH AND CLARIFY CONTRACTING 

AUTHORITY OF CORPORATION TO:
- MANAGE PLAN
- CONTRACT WITH PRIVATE AND 

PUBLIC EMPLOYERS
- BEAR RISK

o OBTAIN LEGAL AND REGULATORY 
APPROVAL

o DEVELOP BENEFIT PLAN(S)



STAGE IV: MANAGE THE HEALTH PLAN
OVER TIME

FACILITATOR: BOARD/CONSULTANT/
HEALTH CARRIER

o MARKET THE PLAN
o CLAIMS TRANSACTIONS
o MANAGEMENT INFORMATION TO 

BOARD FOR UR AND QA
o MANAGEMENT DECISION

- BENEFITS
UTILIZATION



The Department of Health and Social Services is authorized

to contract with an appropriate agency, educational

institution or organization to carry rut the purpcse*of this

legislation. An appropriate contracting entity would be one

with experience and demonstrated success in community

health services development, in rural Alaska./ This entity
'P

would have responsibility for community selection and

allocating monies to carry out the work
I



U n i v e r s i t y  o f W a s h i n g t o n  C o r r e s p o n d e n c e

INTERDEPARTMENTAL
SCHOOL OP MEDICINE 
OFFICE OF THE DEAN 
REGIONAL AFFAIRS, XF-01

April 18, 1989

TO: Attendees, House Health, Education and Social
Services Committee Conference on Financing Health 
Care for Alaska's Uninsured and Underinsured

FROM: Bruce Amundson, M-D.
AHEC Associate Director for Community Health Systems

SUBJECT: A PROGRAM TO MAINTAIN RURAL HEALTH CARE DOLLARS
IN COMMUNITIES THROUGH THE DEVELOPMENT OF 
COMMUNITY-BASED HEALTH PLANS

A large proportion of rural communities in the United States are 
experiencing threatened or actual deterioration of their health 
services. The rural hospital, traditionally the core of the 
rural health care system, is currently the weakest link in the 
elements that comprise that system in many communities. However, 
a broad and vexing array of other problems are simultaneously 
confronting communities. These issues have been carefully 
documented by recent studies and community-based intervention 
efforts at the School of Medicine at the University of 
Washington.

The belief is widely held among state and national policy makers 
and some rural leaders that many or most rural communities cannot 
afford to sustain any but the most rudimentary health services. 
Our research, however, does not support this pessimistic 
assumption. Through studying a sample of communities we have 
demonstrated for the first time that more money is already being 
spent for health services in each community than is required to 
support the entire existing health care system. The following 
1985 data illustrates this finding:



Page Two

Community Community Community 
A B C

Money expended for health care 
by or on behalf of all 
service area residents 
(i.e. private insurance,
Medicare, Medicaid, etc.)

Revenue needed to support 
basic health services (i.e. 
hospital, home health, mental 
health budgets, gross M.D. 
revenue)

Available "surplus"

The conclusion 1b obvious: rural communities appear to have more
than enough money to sustain their services that money can be 
kept in the communities. Community insurance plans (i.e., PPOs) 
can provide incentives and organizational frameworks to keep care 
local and manage patients that leave to obtain services not 
provided in the community.

The situation, in Alaska

Current developments in Alaska regarding health care costs have 
created special concern. While health care costs are spiraling 
across the country, the increase in insurance rates in Alaska has 
been particularly high, forcing insurers to increase premiums 
as much as 40% or decrease benefits. It appears that unless we 
are able to control health care costs, health insurance and 
health care will become unaffordable for many more people in the

Experience with Community PPOs i, .our Region

Substantial interest has developed in the northwest region in the 
idea of community-based insurance plans. First, they are a way 
to keep insurance premium expenditures and out-of-pocket payments 
in the community, supporting the very important primary care 
system. Second, the development of community boards with broad 
representation including hospitals, physicians, community 
leaders, and major employers, provides a structure wherein the 
predominant goal of maintaining and strengthening community 
health services can be supported by all interested parties. 
Third, this community non-profit corporate structure provides an 
unprecedented vehicle for communities to regain control and 
ownership of their health system, including the dollars. Fourth, 
there is preliminary, but fascinating, evidence that utilization

$18,715,268 $8,906,050 $8,130,605

$ 9,791,327 $4,635,539 $5,268,737 

$ 8,923,941 $4,270,511 $2,861,868
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may be wore effectively controlled from within the community 
(because people know each other and this network can be 
effectively utilized for utilization, monitoring and review) , 
than any other utilization process to date.

At least four community-based health plans are operational in the 
WAMI region. With the assistance of the Rural Hospital Project 
at the University of Washington and Blue Cross of Washington and 
Alaska, the Seward community is currently developing such a plan.

BA: dm 
0110BADR




