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ADDING BIRTH CENTERS TO FACILITIES 
PAID BY MEDICAID

Health & Social Services

Title RDU Health Care Services

Comoonent Medicaid Services

Sponsor DAVIS 

Requester

Expenditures/Revenues
Component No. 2077

(Thousands of Dollars)________
Nole- Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 200G FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0, 0.0 0.0 0.0 0.0 0.CJ

[c a p it a l  EXPENDITURES I

[c h a n g e  IN REVENUES (0)
” " “ | " 1

l

FUND SOURCE (Thousands of Dollars i
1002 Federal Receipts

"1003 GF Match
1004 GF
1037 GF/Menta! Health
Other(Specify Type-do not abbreviate)
OtherfSpecify Type-do not abbreviate)

TOTAL 0 0 0 0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost- __________  __________
Mark this box (X) if funding for this bill is included in the Governor's FY 200C budget proposal: L _________|
POSITIONS______________________ ___________ _________________  ,_____ _____________________
"o' no  j_________________
P.' ' fno  !---- - -
f_* _ 11 fafv_________________________________________ I _______
•'./LYSIS: .i Ai/ara.'fp.r-.c -in < •■■’iiy)
. 'v  c is a {treat deal o f uncertainty in calculating the cost ditfcrcutial between birth center .uui 
iiv>S|>it;il bittlis. There are potential savinys aiul costs, but with the laryc number ol variables 
involved. we cannot determine the net auioitnl. I herelbre, the fiscal note is for zero dollnis.
I he number ol'Medieaitl eligible women who miyhi choose a birihint* center instead o f a 
hospital is unknown. In Alaska, about 2% ol'all births occur in a birthiny center compared to 
less than 1 "G nationally. I he rate ol'Medieaid deliveries in binhiny centers would probably be 
lower than the statewide .ate s;nee birthiny centers do not provide adequate care lot hiyh-n.sk 
preynancies. Medicaid babies are generally the most at-risk because oftheir citciunstanccs. An 
independent studs found that the facility cost fora birthiny ccntet delivers is about 22'o less 
than a hospital. The eost savinys for I (id biriiis is approximately $•}(!,(lOO.OO.
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ii'a serious complication resulted in the mother’s or baby's transfer to a hospital, there would be 
additional costs which would reduce and possibly offset any savings. The birthing center would still 
be paid it's facility fee and the hospital would be paid a facility fee as well. Additionally, if 
emergency transport was required, those costs would have to be factored in. In contrast, a hospital 
birth with serious complications would not incur the birthing center fee or the transport fee.

There is a question whether birthing centers are an allowable federal Medicaid service. If birthing 
centers do not qualify for Medicaid reimbursement, the cost would be all GF. If they do qualify, the 
regular matching rate would apply.
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S e n a t o r  B e t t y e  D a v i s

S e n a t e  Bill  2 2

" A n  A c t  a d d i n g  b i r t h i n g  c e n te r s  to th e  l is t  
o f  h e a l th  fac i l i t i e s  e l ig ib le  fo r  p a y m e n t  o f  
m e d i c a l  a s s i s t a n c e  fo r  n e e d y  p e r s o n s . "

S p o n s o r  S t a t e m e n t

C u rre n t ly  in  A la s k a , M e d ic a id  does  n o t  c o v e r  l ic e n s e d  b ir th in g  c e n te r  
f a c i l i t y  fees, o f te n  fo rc in g  p re g n a n t  w o m e n  to  c h o o se  a h o s p i ta l  b ir th  
w h e re  c o s ts  to  the  s ta te  a re  s ig n i f ic a n t ly  g re a te r  th a n  th o s e  a t  a 
b ir th in g  c e n te r .  The a ve ra g e  c o s t  f ro m  fo u r  h o s p i ta ls  in  A n c h o ra g e ,  
F a irb a n k s  a n d  J u n e a u  o f  a " n a tu ra l "  b ir th  is S3,667.00. Th is  f ig u re  does  
n o t  in c lu d e  e p id u ra l  a n e s th e s ia  o r  th e  use  o f  p i to c in  to  e n h a n ce  the  
s t re n g th  o f  la b o r ,  in te rn a l  fe ta l  m o n i to r in g  a n d  fo rc e p s  o r  v a c u u m  
a s s is te d  d e l iv e r ie s .  A c e s a re a n  s e c t io n  on a ve ra g e  w o u ld  c o s t  an  
a d d i t io n a l  $4 ,385 .75 . The fa c i l i t y  fe e s  fo r  th re e  b ir th in g  c e n te rs  in  
A la s k a  a v e ra g e s  $1 ,400 .00 .

I f  b ir th in g  c e n te r  f a c i l i t y  fees w e re  to  be  re im b u rs e d  by  M e d ic a id  o r  
D e n a l i  K id C a re , the  o p t io n  o f  a b i r th  c e n te r  b ir th  c o u ld  be m ad e  
a v a i la b le  to  even  m o re  w o m e n . I t ’s a lo g ic a l  s te p  to w a rd s  s a v in g  the  
s ta te  m o n e y  a n d  a l lo w in g  fa m il ie s  on th e  D e n a l i  K id C a re  p ro g ra m  to 
c h o o s e  th e i r  p re fe r re d  lo c a t io n  to g iv e  b ir th .  I u rge  y o u  to  s u p p o r t  the  
p a s s a g e  o f  th is  le g is la t io n

http://www.akiletTtocrats.org
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Memorandum

To: Member, House Finance Committee

From: Senator Bettye Davis

Date: May S. 2005

RE: Senate Bill 22

The following figures illustrate the state's likely cost savings by passing SB 22. making birth 
center facility fees a qualified expense under Medicaid. Based on testimony from the Department 
of Health *!fc Social Services, these numbers assume the federal government will refuse to 
participate, requiring the state to pay the facility lee from state funds. Although this docs not take 
into account the raising of Midwives’ fees, the state still saves money.

Birth Center Costs:
Facility Citv Cost of care Facility Fee Newborn Care Grand Total

1 he Midwives BC Anchorage $3665 $1200 $300 $5255
Geneva Woods BC Anchorauc $42 25 $ 1500 $610 $6335
AK Family 1 loalth & 
BC

Fairbanks $4220 $1600 $615 $6435

Juneau Familv BC Juneau S4200 S1S00 $818 5 exams $6818
Mat-Su Midwifcrv Wasilla $4251 $1800 $517 $6568
Woman’s Way 
Midwifcrv

Soldotna $3-100 $1250 $650 $5300

Frontier Midwilerv Soldotna $3650 $1200 $580 $5430
"Cost of care" includes prenatal, po.xiparlum, anil birth charges. It excludes labs. "Newborn Care" includes immediate 
care at delivery and four newborn exams, except where noted.

http://ww


MD/OB Costs:
Citv MD/OB Cost Notes
Anchorage $5100
Anchorage $4600 Includes postpartum
Anchorage $4358
Wasilla $3700 Includes postpartum
Wasilla S36S5 7-9 prenatal visits
Soldotna $3082
Soldonia $2040 Includes labs and ultrasound
Homer $2940

Except where noted, "MD/OB costs" include 10 prenatal visits, but do not include labs, postpartum maternal care, or 
immediate (at delivery) newborn caie.

Hospital Costs:
City Cost of I day stav Routine Nursery Care Epidural
Anchoraee $4000 $2000
Anchorage $3932 $575 per night
Fairbanks $3200 $900-51S00 $3200
Juneau $3200 (approx)
Soldotna S5000-S7000 $1800-52500

These numbers understate hospital birth costs by excluding charges such as oral or topical pain 
medications, episiotomy, perineal repair, t'eial monitoring, or hospital materials charges (e.g.: 
gloves, gauze, sterile bedclothes, etc), Birthing centers either do nut perform or do not charge 
separately for these.

Grand Totals and cost to the state:
City

Hospital 
Grand 
Totals (low)

Hospital
Grand
Totals (hiqh)

Hospital 
Medicaid 
(GF only) 
low

Hospital 
Medicaid 
(GF only) 
high

Bcenter 
Medicaid 
(GF only) 
low

BCenter 
Medicaid 
(GF only) 
high

Anchorage $9,365 $10,175 S4.683 S5.088 $3,228 $3,918
Fairbanks $8,585 $9,500 $4,293 S4.750 $4,018
Juneau S8.285 $9,200 $4,143 $4,600 $4,309
Wasilla S9.017 S 10,000 $4,509 $5,000 $4,184
Soldotna S10.240 S13.082 S5.120 $6,541 $3,275 $3,315
Chart assumes a 25T epidural i.ite in hospitals. National average is 40f,<i for small hospitals, 6b'.i lor large.
Where epidural cost is not available for a city, the Anchorage late was used
Where any other cost was unavailable for a given city, the statewide median was used

Chart assumes the federal government pays 50f>' ot all hospital charges
Chart assumes the federal government pays 50(a of all birtheenicr charges exce, t the facility tec, 111 which the federal 
government may not paiticipate. I his chart therefore assumes birtliccnter facility fees aie 100'.: OF

S p e c i a l  N o t e :

Since the original hearing on this bill:

As amended by the Senate Finance CS, the bill now has a provision that only allows the suite to 
implement the program if the federal government authorizes coverage under a new amended slate 
plan for items covered under Medicaid. I he department of I Icaltli & Social Services is charged



with submitting an amended plan in order to receive an answer from CMS (Centers for Medicare 
& Medicaid) on this issue. If they deny the request, we will have two possible methodologies in 
order to accomplish the desired result of covering the facility fees for Birthing Centers.

The Legislature can authorize HSS to fund it entirely through GF. Wc might also raise the rates 
paid to midwives who use Birthing Centers to reflect the cost of that use.

The following information has been gathered and presented in this form for your information and 
use on that issue:

Senator Murkowski has received correspondence from constituents who are interested in 
the passage of SB 22. She has received the following information from the Congressional 
Liaison Office of Department of Health and Human Services Centers for Medicare and 
Medicaid Services (CMS), which she is sending to the constituents:

Medicaid docs not provide reimbursement o f stand-alone birthing centers. They are not 
a 1905 recognized provider. Medicaid does reimburse nurse-midwives. However, the 
state can authorize a higher reimbursement to midwives who can then split their fee with 
their facility. Payment must be recognized to be on behalf o f the recognized provider -  
the midwife.

Nurse mid-wife sendees are recognized under section 1905(a)(17) o f the SSA.

In general, states determine provider reimbursement rates but they must meet the payment 
requirements o f section J902(a)(30(A) which requires that payments are consistent with 
efficiency, economy, and quality o f cure.

While CMS wouldn't match payments above a provider's actual costs, we would recognize the 
costs to the nurse midwife o f providing services in a birthing center, which might include the 
administrative, and other reasonable, costs associated with practicing in these centers, thus the 
higher reimbursement rate.

If the Centers for Medicare and Medicaid Services feel this would be appropriate, I would like lo 
sec the department look into this possibility if both CMS and the Legislature do no act in a 
positive manner.
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Patricia W, Stone 
Patricia Hinton Walker

C o s t-E ffe c tiv e n e s s  A n a ly s is :  

B ir t h  C e n te r  v s . H o s p ita l C a re

I n c r e a s in g ly  n u r s in g  w i l l  n e e d  to  p r o v e  th e  c o s l 
efTectiv -n ess  o f  a l te rn a t iv e  m o d e ls  o f  c a re . A co st-e ffcc- 
t iv e n c ss  a n a ly s is ,  u s in g  a d e c is io n  u n a ly s is  fo rm a t, c am - 
p a re d  a b ir th in g  c e n te r  to a  h o s p i ta l  fo r  lo w -r isk  d e l iv ­
e rie s . R e su lts  in d ic a te  th a t a  b ir th  c e n te r  is  a  cost-efTec- 
live  m o d e l o f  n u r s in g  c a re .

There is increasing emphasis- 
and interest in the economic eval­
uation of health care. There is a 
great deal of confusion about the. 
labels (cost-effectivencss analysis 
or cost-benefit analysis) und some- 
tirnes the methodologies used to 
evaluate programs or treatment 
alternatives from an economic per­
spective. In the past, many of those 
economic studies have been con­
ducted b y  cconr lists or medical 
researchers: ho- .ver. more studios 
need to be conducted by nurses to 
measure the impact of care provid­
ed by nurses. Dumas (1993) indi-

PATRICIA w. STONC. MS. UN.. CS. u  .i 
Doctoral Student and P.mmrch Aaaistani. 
University ot Rochester. Rochester. NY.

PATRICIA HINTON WALKEK. PhD. RN. 
PA AN. i« Visiting Professor, Kutu ll.nm nh 
Conwimmly Health Chair, Francis Payne 
Bolton School of Nursing. Ca»w W eslorn 
Re.vtrvu University. Cleveland. O il.

• cales-that nurses with advanced 
practice preparation (such as mid­
wives, nurse; practitioners, and 
clinical.specialists) must continue 
to demonstrate the capability to 
provide high-quality, cost-effuctive 
care. She further states that, 
"Nurses are powerful resources for 
health care reform. But the full 
impact of their capabilities has yet 
to be realized.. (p. 311). Studies 
evaluating alternative approaches 
lo care provided by advanced 
practice nurses (APN's) such as 

-nurse practitioners (NPsfand certi­
fied nurve midwives (CNMs) art) 
critical for the advancement of the 
nursing profession. "The remain­
ing questions in any assessment of 
NPs’ and CNMs' current and 
potential contributions lo alleviat­
ing pressing health problems, of 
course, is cost effectiveness" 
(Safriet, 1992, p. -134).

What is r.ost-cffectivencss 
analysis? How docs this differ 
from cost-benefit analysis? What 
are the methodologies used to

evaluate the economic effective­
ness of a particular program or 
choice for care? In cost-effective- 
ness analysis, according to 
Drummond. Stoddart. and 
Torrance (1987), both the costs and 
the consequences of specific 
health programs or treatments are 
examined. Weimer and Vining 
(1992) identify two ways to mea­
sure cosl effectiveness: "The first 
method is to choose a given levei 
of expenditures (say S10 million) 
and find the policy alternative that 
will provido the greutest benefits,.. 
The second method is to specify' a 
given lovol of benefit (however 
defined) and then to choose the 
policy alternative that achieves the 
benefit at the lowest cost" (p. 197). 
Cost-benefit analysis, on the other 
hand, Is a technique used to sys­
tematically estimate the efficiency 
affects of policies, usually with 
everything reduced to dollars, 
According to Weimor and Vining 
(1992), "Ms appropriatonuss 03 a 
decision rule depends on whether

NUHr.INC. ECONOMICS/Uootnmhtir Octoeof 1993/Vo/ IXNo. S
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efficiency is the only relevant 
value and the extont to which 
important impacts con be mone­
tized" (p. 239). To summarize, the 
distinction between cost effective­
ness and cost benefit is subtle, but 
important. Sox. Dlatt, Higgins, and 
Marton (1988) state that. "Cost- 
benofit analysis provides a means 
for deciding if a program is worth 
undertaking at all. Cost-offoctive- 
noss analysis is a method for com­
paring several strategies whose 
benefits can bo measured in the 
samu units. Costs are usually mea­
sured in units of currency and 
benefits are measured in clinical 
measures such as quality out­
comes" (p. 329).

Cost-effectiveness analysis is 
Lhe form of economic evaluation 
presented in this article and the 
particular methodological ap­
proach usod is decision analysis, 
There is moro than one method 
used to measure ryrt effectiveness. 
Two common methodological 
approaches to estimate potential 
cust savings have previously been 
highlighted in the literature: MD- 
replacament and relative-cost 
ratios to derive a dollar amount of 
snving from hypothetical replace­
ment of physicians by Nl’s have 
been computed (McGrath, 19'JO; 
Poirier-Elliott, 1984: Touger & 
Butts, 1990); and Nichols (1992) 
used a more sophisticated method­
ology. estimating actual costs of 
inefficient use -of primaiy carc- 
NPs.

Further research that examines 
the cost-effective analysis of a mix 
of APNs and MDs in various types 
of practice settings, in types of 
newly emerging health care deliv­
ery systems (such as birthing cen­
ters), and with specific patient 
populations (such as low-risk 
mothers) is needed. Thu purpose 
of this article is to present a cost-
•’ ff'}cfiv(.nme analyii* of n birthing

cunter versus hospitalization for 
maternity rare of low-risk mothers.

A ltern at ive  C hildbirth F ac il ity
Freestanding community birth 

centers are a relatively new phe­
nomenon. A birth center is a diag­
nostic, ivd treatment center orga­
nized to provide care to low-risk 
mothers during pregnnncy, labor, 
and delivery, and who require a 
stay of loss than 24 hours after 
birth. Currently CNMs are the 
dominant providers of intrapartum 
enro at birth centers (Declercq, 
1993). Many resourchers have 
found CNMs to provide safe prena­
tal and intrapartum care to the 
low-risk pregnant women (drown 
& Grimes. 1993; iluhler. Click. &

Shops, 1988; Levy, Wilkinson, & 
Marino, 1971: MacVicar ot al., 
1993; Mayes cl al., 1987; Office of 

■Technology Assessment. 1988; 
Scupholmc, Dejoseph, Strobino, & 
Paine, 1992; Thompson. 1986). At 
a birth center, the CNM, with 
physician back-up if needed, pro­
vides care to low-risk women dur­
ing pregnuncy and stays with her 
during labor from the time of 
admission to the birth center 
through the immediate postpartum 
period. The philosophy of a birth 
center is to view childbirth as a 
natural process with an emphasis 
on preventive care.

Increasingly women are chous­
ing less interventive approaches to 
childbirth (tnfonim, 1991). In 1989

300 NUHSING ECONOMICVbootnrnbtmOctotmf 19951 Vol. 13;No. 5
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in the United States, 14,273 
infants were bom in freestanding 
birth center (Declcrcq, 1993). 
Responding to growing interest in 
finding innovative ways to provide 
quality health care that is cost 
effective, and to this increased 
market for less interventive child­
birth, many health corporations 
are considering opening a commu­
nity birth centor. Administrative 
reasons for opening an alternative 
childbirth facility include provid­
ing economical and safe health 
care during pregnancy, birth, labor, 
and childbirth for the mother; the 
same quality of care for the baby; 
and also, well woman care.

However, there is opposition 
in many arenas to birthing centers 
as an alternative to hospital care, 
and thcr .- ore policy questions to 
be answered. In one community, 
after a birth center’s opening, the 
local insurance providers raised 
objections to the birth center as an 
alternative strategy to low-risk 
childbirth. The insurer's argument 
was that the birth center was u 
duplication of services already 
providod in the hospital, therefore, 
increasing costs without providing 
economical benefits. Another area 
of uncertainty was that if women 
needed to be transferred out of the 
birth center to the hospital for any 
reaeon, ihero would be no increase 
in Lists because of using increased 
resources.Ai. a method for analyzing the 
cost-effectiveness issues related to 
these problem;;, tho authors used 
decision analysis to answer tho 
following questions;

Is the birth center a cost effec­
tive choice for delivering a 
baby7

• Below what percentage of 
transfers to the hospital is 
optimal to make the birth mu­
ter an economical choice with 
tha current charges?

• What costs would need to bo 
accrued by admitting a woman 
to the birth center and then  
needing to transfer her to the 
hospital to make tho birth cen­
tor an uneconomical choice?

Decision Analysis
Clinicians and policymakers 

need a general approach to deci­
sion making when the outcomo is 
uncertain, and there is a need to 
formulate a policy that has appli­
cability into the futura. Decision 
analysis is a quantitative approach 
that was first developed by Raiffia 
at the Harvard Business School 
(1968). Decision analysis has been 
used successfully in medicine to 
reduce uncertainty in clin ical 
management (Cantor, Clover, & 
Thompson 1994; Elstein 1989; 
Tuaker fc Kassiror. 1S07). In nurs­
ing, the usefulness of decision 
analyses to assess complex patient 
problems has also been demon­
strated (Lanza & Bantly. 1991; 
Panniers & Walker. 1994), As u tool 
;o assess cost effectiveness of alter­
native strategics of care, decision 
analysis lias been proven to be au 
abjective approach for the eco­
nomic evaluation of alternative 
health care programs (Bentgsson, 
Bergqvist, fendteg, Lindgrcn & 
Persson, 1989; Drummond et al., 
19HF; Fireman. Jones, McClalchcy, & Oorlnsc. 1909).

When using decision analysis, 
the analyst must create a decision 
tree which includes the following 
steps: (a) formulating tho decision 
problem or questions (identified  
prev iously),  (b) id en tify in g  the 
decision alternatives, (c) identify 
mg the possible clinical outcomes 
of each of the decision alternatives 
and representing the events lead 
ing to these outcomes with a series 
of c h a n c e  n o d es  and d e c is io n  
n o d e s ,  Id I m ea su r in g  the o u t­
comes, and (e) assignin'! probabili­

ties and calculating the expected 
value of each docision alternative.

A decision tree format (using 
SMLTREE computer software) was 
used to model this cost-effcctive- 
ncs3 analysis of a birth centor ver­
sus hospital care. SMLTREE has 
the advantage of being developed 
specifically for clinical decision 
analysis. By us'ng computerized 
decision analysis, a complex ceci- 
sion tree more reflective of reality 
was constructed. In a n a ly z in g  the 
decision tree, die computer easily 
and accurately calculates the aver­
age cost effectiveness of the com­
peting strategic. The purpose of 
this analysis was to answer ques­
tions recording the cost and quali­
ty outcomes of labor and delivery 
care in birth centers compared to 
hospitals, when care is provided 
by a CNM in both settings.

The Decision Tree
Identifying the decision alter­

natives may be done by develop­
ing a decision tree. A decision tree 
is a chronological schematic 
method for representing all of the 
logical events to be considered in 
tho analysis. For example. Figure I 
depicts Lhe beginning st~"'!ure of 
the decision tree. Tho square node 
denotes the decision to admit a 
womm. to a freestanding birth cen­
ter or a hospital for a low-risk 
delivery. Tho decision maker then 
determines the "chance events" 
that might occur after the decision 
is made. A chance event is any 
phenomenon that has a probability 
of occurring. For example, if a 
woman is admitted to a birth cen­
ter, she mny stay in tho birth center 
for tiie entire labor, delivery, and 
postpartum period or she may 
need to be transferred. Figure 2 
diagrams the branches uf the deci­
sion tree that represent the impot- 
taut chance events to be consid­
ered for the woman who in not

*'i m c n a  cr-e,»if ' m i - * , » , . r V m h « f  lW i/Wif, 13/Ho, 5 3 0 1



FROM : N flC C  F A X  NO. : 2 1 5 2 3 4 8 8 2 9  M a r .  0 3  2 0 0 5  0 5 :5 b P M  P 5

transferred from the birth center.
Subtrees are an identical order 

of chance events that mny occur in 
more than one place of the deci­
sion treo. For example. Figure 3 
illustrates the subtree that is 
attached to a transfer from a birth 
center either by ambulance or car. 
This same subtree is found when a 
woman is directly admitted into 
tho hospital. However, the quan­
tification of the events will be dif­
ferent depending on the location 
of the subtree.

The associated costs and mea­
surement of quality will he differ­
ent when the woman is admitted 
directly into the hospital or trans­
ferred from the birth center.

Measuring Cost Outcomes
Co3ts of different alternatives 

for delivery of health carc fall into 
two categories: direct costs are the 
costs directly related to the care 
(such os cost of interventions and 
fee of providors), and indirect costs (such as fixed equipment 
Costs and cost of education of clin­
ician). Field research, in the form 
of intorviows. was conducted to 
collec data on the costs of tho 
alternatives. Interviews w.ih finan­
cial managers of the obstetric 
iepurtmcnt and the birth confer 
provided data on .patient i barges. 
Interviews with local ambulance 
companies were also conducted to 
obtain an average billing charge for 
services. Charges billed, at the 
health corporation, reflect a 4 year 
projection of average direct costs 
per patient with fixed costs amor­
tized. Table 1 lists the direct cost 
data pertinent tc this analysis. 
Published averages of charges for 
maternity carc services confirm the 
accuracy of thuse numbers 
(Conzalcs, 1903; Health Insurance 
Association of American, 1991). 
The Certificate nf Need (1991) 
determined the fixed costs of the

Table 1.
The Major Costs Associated with Low-Risk Delivery 

At a Birth Center and a Hospital

B irth  Center H o sp ita l

Hotel costs 
(vaginal delivery)

S I ,962 $2,791

Hotel costs 
(cesaroaa delivery)

NA $4 ,916

CNM fee prenatal care $7 0 0 $700

CNM fee vaginal delivery 
and postpartum care

$224 5224

MO fee cesarean delivery NA $1 ,365

Ambulance $100 NA

Ambulanco
(advanced life support)

$250 NA

Table 2.
The Birth Center Rosearch Compared to the Low-Risk 

Hospital Research

Hlrth Center Study
Hospital

Com pivrixon

Number o ' subjects 11.014 2.256

% ol births managed by CNMs 78.7% 78

Number nf births at birth center 10.343 (3 /.5 % ) NA

Total number of transfers 1.809 (1K.n%) NA

Serious labor and delivery 1 ,076110% ) 2 7 2 (1 2 % ) 
complications 353 (3.4% were transferred)

Cesarean sections 455 (4.4% ) 214 (9.5%)

Minor complications treated 5.167 (49%) 495121% )
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Figure 2.
The Chance Events that Occur if a Woman Delivers at a Birth Center

• C h a n c e  n o d e U U tility

f ■ T e rm in a l n o d e

birth center to be relatively mini­
mal with the cost of the moveable 
equipment needed to open the 
birth center totalling only Sill. 125 
and the annual building lease 
b i tin g  S 4 2 .0 0 0 .

In is anal.ydis—custs are., 
dctincd as the economic impact of 
charges to the insurer and/or 
patient. It is important to note that 
charges do not necessarily reflect 
costs in many situations (Finkler, 
1982). However, since the birth 
center and hospital in this styd_y. 
fljrtl~own5cTby itie snmtT)teal(hj'jijrj 
iarrjmlalTonTif:; pr«tydp.ui!J.y~imm- 
tlonetQt an assumption was made 
tlialUiii hospital policy and proce­
dures. as well as intervention and 
h illing  practices for a ll cases

would be similar.
One advantage of using deci­

sion analysis is tho ability to per­
form "sonsitivitv analysis" on a 
specific variablo. A sensitivity 
analysis is a method for testing tho 
validity of the conclusion over a 
range of probabilities or costs. 
With the use of diagnosis-related 
groupings (DKCJs). only nne charge 
can be generated for the diagnosis 
of normal labor and delivery. 
Therefore, although cases may 
start in the birth center and arc 
then transferted to the hospital, 
the charge billed is die same for a 
case that began at the hospital. The 
costs of possible transfers have 
been added into the 4-year projec­
tions of costs and ate reflected in

“ Unto! costs" cr facility charges cf 
the birth center. A sensitivity anal­
ysis jit  tho hotel costs of the birth 
center will examine how critical 
this charge is to the nverull conclu­
sion of the analysis.

Measuring Quality Outcomes 
To identify the logical out­

comes to consider in this analysis 
a literature review was conducted. 
Much of tho research or. modern 
freestanding b.rth centers had 
been primarily descriptive '.Biro & 
Lurnlcy. 1991. Fakins, 19(19; 
Paxsnn & Franklin. 1974; Kuiiike, 
19H2), The most comprehensive 
investigation, tho National Birth 
Center Study, compiled statistics 
on essentially tho entire popula-
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Figure 3.
A Subtree of Events that Occur Once a Lo w -Ri'sk Woman Is Admitted into a Hospital

tion of birth center births from 
t'jab to 1987 (Kooks ot al.. 19(19: 
Rooks, VViMtiiBrby & Ernst. 1992a. 
1992b. 1992c).Using (lie same 
data collection instnmiont. a retro­
spective comparison study collect­
ed data on low-risk.hQspilal,births 
(Fullerton \  Severino. 1992). 
These investigations provided dnta 
on the probabilities of chance 
events occurring and the possible 
outcomes of each strategy wore 
obtained. Important statistics, sim­
ilarities, as well as differences of 
the outcomes of care between birth 
centers and hospitals are listed in 
Table 2.

Following the standard found 
in the literature for reporting com* 
plications, in this cost-effective 
analysis, maternal and infant cli.ii- 
cal (quality) outcomes have been 
grouped according to seriousness 
of complications. Serious delivery 
complications uro defined as 
maternal and infant outcomes that 
would be best managed in the hos­
pital (Fullerton & Severino, 1992). 
Although the research revealed 
that hospitals have a slightly high­
er serious complication rate than 
birth centers (p=,10 and pa. 12 
respectively), to meet the assump­
tion that the birth center is an

alternativu to the hospital for the same low-risk population, the 
same probability (p--.10) was used 
Tor both strategies. Oucauso of the 
severity of sorious delivery com­
plications, an assumption was 
made ir  this- analysis that all suri 
ouc complications occurring in a 
birth center would need to be 
transferred to tho hospital by an 
advanced life support ambulance.

Cost effectiveness may be 
expressed as the cost incurred perv. 
unit of outcome achieved. In ' 
health car®, output may be defined 
as utility, additional years of life, 
or additional casca of newly J
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detected disease (Sox ol al., 1 9 8 8 ) ,  
When using docision analysis for 
clinical management, utility may 
be a measure of tho patient's pref­
erence or satisfaction w ith  o u t ­
come When using decision analy­
sis as a tool for policy analysis, the 
utility must ro iled  the appropri­
ateness of  care for the aggregate 
population. The utilit ies in thi3 
analysis considerou the appropri­
ateness of tho place of birth with  
regard to the clinical outcome. For 
xntnple, as can ho seen in Table 3, 

the highest utility is assigned to 
the birth center when the outcome  
Ls without complications or minor 
complications.

If the situation arises where a 
w om an needs to he .transferred  
from the birth center, the utility is 
less than using tho hospital as tho 
o r ig in a l  birth sito o p t io n .  Tho  
exception is in the case of surious 
complications where it would he 
most appropriate for the woman to 
hovo been originally admitted to 
the hospital, or at least transferred 
to tiro hospital from the birth cen ­
ter prior to delivery. Consequently, 
the outcomes with serious compli­
ca tion s  have the h ighest u t il ity  
w h e n  th e  w om an w as d irec t ly

admitted to the hospital and the 
lowest utility if the woman was not 
transferred from the birth center.

All available literature sources 
agree that mnternal mortality is 
very low for low-risk births 
(Lilford. Van Coeverden Do Grool, 
Moore, .'< Bingham, 1990; Miller, 
1 9 8 8 ;  Pe.titti, 1 9 8 5 ;  Sachs ot al., 
1 9 8 8 ) . Maternal mortality is so rare 
that no maternal deaths were 
reported in cither the hospital or 
birth center samples. Therefore, 
the probability of maternal mortal­
ity was estimated from the relative 
risk of mortality associated with 
cesarean soctions (p=.00QG) and 
vaginal deliveries (p-.OOQl) in 
hospitals controlling for women, 
with pre-existing medical disor­
ders (Lilford et al., 1990).

Available data also suggest a 
very favorable infant mortality rate 
of 1.3/1,000 births for infants in the 
birth canter population. Other 
nmuits have calculated infant mor­
tality of uncomplicated prognan- 
cios in hospitals to bu between 1.9 
to 3.1 (f.den, Seifert. Winogar, * 
Speltacy, 1087; Fullerton & 
Scverino, 1992: Kappel. liuuser. A 
Plucek, 1908; t.evcno. Cunning- 
ham. A Nelson, 19I3G). Since one of

the underlying assumptions was 
that both alternatives in this analy­
sis would s e r v e  the same popula­
tion and therefore involve similar 
risks of death, the birth center 
infant mortality rate was used to 
calculatn the probability of mortali­
ty for serious delivery complica­
tions in both approaches (p^,00l3). 
The argument that birth centers 
will increase the risk of infant mor­
tality is not substantiated by the 
evidcnco and therufore was not 
included in this analysis.

T.ie Cost-Efi'ccliveness of the 
Birth Confer

The results of this analysis 
suggest that a birth center is a cost- 
effective strategy for labor and 
delivery of low-risk women. The 
average cost cf a delivery at the 
birth center is less, S3.385 com­
pared to the average cost of labor 
and delivery at tho hospital which 
is $4,673. The effectiveness or 
appropriateness of setting for the 
average low-risk birth was greater 
in the birth center than at tho hos­
pital (0.92492 and 0.79507 respec­
tively). On averitKC-llut.Jh«jiiUl 
was j 8_% mmiL-CAponusivjl!?luLa 
less appropriate rr odol of care for

NUrtSING CCONOMICSk'Uwptiimbcf'Ocivlinf lees/Vo/. W/Vo. 5 305
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Figure 4.
Impact of Transfers on Cost

Probability of Being Transferred from Birth Center

Figure 5.
Impnct of Hotol Charge on Cost

0 SCO t.OCO 1,500 2.000 2.500 3,000 3 5C0 4.000 4.500 5,000

Hotnl Charge at Blrih Center
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a low-risk birth.
Critics of birth centers usually 

point to tho transfer rate as a nega­
tive aspect of the birth center. To 
analyze how the incideuce of 
transfer affects the cost effective­
ness of Lhe birth center, a sensitivi­
ty analysis was performed varying 
the probability of transfers from 0 
to 100%. As expected, the proba­
bility of being transferred out of 
the birth center to the hospital 
affects the appropriateness of 
choosing a birth center or a hospi­
tal for intrapartum care. However, 
as illustrated in Figure 4. it is not 
until the transfei *ite roaches 
greater than 62% t -es the birth 
center stop dominating this deci­
sion analysis as the most cost- 
effective setting for a low risk 
woman to give birth.

Investigators in-the United 
States have found that parous 
women (prior delivery of an 
infant) have approximately a 7.3% 
chance of being transferred from a 
birth center to a hospital. The risk 
o; needing .to be transferred 
increases in n u l l i p a r n u s  wornm 
(never having delivered before) to 
28.9% (Kooks ot al., 1989). 
Therefore, al hough careful assess­
ment. with attention to possible 
transfer is appropriate for all 
women considering delivering in a 
birth center, the birth center 
should be considered a cost-effec- 
tivo model o f cart: (or-rnast lcw- 
risk women.

because of the billing practices 
th.it hate r'io/ted due to T/KGs, 
this analysis must test the assump­
tion that charges reflect costs. If 
rhe -I-vear projections do not ade­
quately cover transfer costs, the 
results of this analysis would be 
void. Hy varying the hotel charge 
of the birth center wu Can see how 
critical the accuiacy of this charge 
is to this analysis. As can be seen 
in Figure 5, when the hotel cost of

the birth center is unrealistically 
high (more costly than tho hospi­
tal) at S3.425, a threshold is 
reached and tho hospital on aver­
age is less costly. Therefore it can 
be concluded that even if the birth 
center charged more, it would still 
be cost effective compared to a 
hospital.

Summary
This decision analysis 

answered the questions posed 
regarding the cost effectiveness of 
n birth center, die transfer rate nec­
essary to make the birth center a 
viable option, and the co3ts that 
would need to be accrued to make 
the birth center an uneconomical 
choice. In this analysis a birth cen­
ter is a cost-effective strategy for 
low-risk labor and delivery care. 
The findings of this analysis indi­
cate that insurers anil health poli­
cy decision uvkers should view a 
birth center as an economical 
model of health cure delivery. 
Further research regarding the out­
comes of birth centers is needed. 
Research regarding (tie influences 
affecting a low-risk pregnant 
woman's personal preference for 
hospital or birth center births 
would also be beneficial.

With current spending pat­
terns, it has been estimated that by 
the year 2UC0, the United Slates 
w ill sptuid 18% of our Gross 
■National Froduct on health care. 
Therefore, wo can expect contin­
ued interest and emphasis in the 
economic evaluation of health care. 
Nursing must demonstrate the 
CJpabdin to provide cost-effective 
care. .\s a quantitative tool for eval­
uating alternative Stiatrgies. deci­
sion analysis is useful in determin­
ing the cost effectiveness of nurs­
ing models of catu. S
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with submitting an amended plan in order to receive an answer from CMS (Cento's for Medicare 
& Medicaid) on this issue. If they deny the request, we will have two possible me'.nodciogics in 
order to accomplish the desired result of covering the facility fees for Birthing Cen'crs.

The Legislature cun authorize MSS lo fund it entirely through GF. We might also raise the rates 
paid to midwives who use Birthing Centers to reflect the cost of that use.

The following information has been gathered and presented in this form for your information and 
use on that issue:

Senator Murkowski has received correspondence from constituents who are interested in 
the passage of SB 22. She has received the following information from the Congressional 
Liaison Office of Department of Health and Human Services Centers for Medicare and 
Medicaid Services (CMS), which she is sending to the constituents:

Medicuicl du*\s not provide reimbursement o f stand-alone birthing centers. I'liey are not 
a 1905 recognized provider. Medicaid docs reimburse nurse-midwives. However, the 
slate can authorize a higher reimbursement to midwives who can then split their fee with 
their facility. Payment must he recognized to be on behalf o f the recognized provider — 
the midwife.

Nurse mid-wife services are cognized under section I905(a)( 17) o f the SSA.

in general, stales determine provider reimbursement rules but they must meet the payment 
requirements o f section 1902(u)(i>0(A) which requires that payments are consistent with 
efficiency, economy, and quality o f care.

While CMS wouldn't match payments above a provider's actual costs, we would recognize the 
costs to the nurse midwife <>J'providing sc/rices in it birthing center, which might include the 
administrative, and other reasonable costs associated with practicing in these centers, thus the 
higher reimbursement rate.

If lhe Centers for Medicare and Medicaid Services feel this would be appropriate, I would like to 
sec the department look into this possibility if both CMS and die I legislature do no act in a 
positive manner



February 22, 2005

TO: Members of the Senate Finance Committee
RE: SB 22

Dear Senator:

After detailed research, the following information has been collected for your 
review:

□ Average cost for an MD or OB normal vaginal delivery, without 
complications (no labs)
□ Average cost for an MD or OB c-section, or complicated delivery 

Average hospital costs for both normal and complicated delivery
□ Average cost for an uncomplicated birth center birth
□ Average cost for a birth center transport and subsequent hospital 
expenses
□ Birth center statistics for the years 2002- 2004
□ Hospital statistics for the year 2003 (from Vital Statistics)

MI) or 
( )HAvcra<; 
c Cost for 
Low Risk 
NVDWVO 
1\\ Labs

M l) or OH 
Avera^c 
Cost for 

carc w/ 0- 
Seetion, 
w/o labs

G rand 
Total MD 
or OH for 
Low Risk 
NVD &
1 (ospital 

CostsW/ a 
1 Dav Slav

Grand 
Total MI) 
or OH for 
C-Scclion 

&
1 lospital 

Costs w/ a 
3 dav stav

$5000.00 $6,000.00 $11,575.00 SIS, 125.00

The costs reflected above are conservative. Cost comparisons for some doctors 
and hospitals in other cities are quoted on the following pages. Dr, or OB labs 
were not included here, but some are reflected on the following pages. 
Postpartum or newborn exams are not included. Labs were not included in the 
hospital cost comparisons, so those costs would need to be added to the above 
prices, as would the use of sterile and non-sterile supplies, IV costs, etc., making 
tho grand total higher by several hundred or thousands of dollars in actuality.

Hospital statistics for 2003 were obtained through Vital Statistics and are 
reflected in the following pages. Many of the hospital prices are either quotes



from the hospital or some patients have faxed their itemized hospital statements 
for our review, so some charges were taken from the offered statements.

6 Birth 
Centcrsln 

Alaska

Birth 
Center 

Average 
Cost for 

Low Risk 
NVD and 
includes 

I*P and NB 
care \v/o 
labs& 

including 
facility fee

Birth 
Center 

Transport 
(minus 

facility fee] 
in labor 
resulting 
in NVD, 1 
day stay, 
epidu ral, 
newborn 
care and 

BC 
charges 
for PN 
care

Birth 
Center 

'J' •ansport 
(minus 

facility fee) 
resulting 
in C-S, 3 
day stay, 
epidural, 
newborn 
care and 
charges 
for PN 
care

Anchorage $6000.00 $12,125.01) $16,225.00

The above averages include prenatal care, postpartum and newborn care and 
the cost of the transfer (hospital costs). The averages above do not include labs, 
since the Dr. or OB costs did not include labs.

Legend:
C-S = cesarean section NVD = normal vaginal
delivery
FHT = fetal heart tones PCS = primary c-
section
FP = failure to progress RCS =repeat c-section
PN = prenatal U/S = ultrasound
PP = postpartum VB = vaginal birth
PROM = premature rupture of membranes VRAC = vaginal buth after
c-section
PPROM prolonged w/o Labor or FP 
NB = newborn

In some instances (few) an ambulance was called to transport the mother or 
newborn. The cost of ambulance services should be added to the total cost of 
transport. The fee ranges from S350.00 to $500.00 for ambulance services, 
depending on how far they are from the hospital.



During the Senate HESS Hearing, Dr. Jacobs stated midwives should have a 0% 
transport rate if they truly know how to risk out their patients. The following 
information is a collection of statistics from seven birth centers in Alaska. As will 
be demonstrated, the reasons for transports were as a result of following Alaska 
State regulations for Certified Direct-entry Midwives, and not through 
mismanagement. There is no way to rule out for a certainty if a woman will fail to 
progress in labor, if her baby will turn breech or if her baby will need to be 
transported. On the following pages our statistics show the numbers, the 
reasons, and the outcomes for each transport.

n Birth 
Centers in 
this .study

Total Birtlis 
2002

Total
Transports

2002

Total IT  or 
NB Trans­
ports 2002

# Birth 
Centers in 
this study

Total Births 
2003

Total
Transports

2003

Total IT  or 
NB Trans­
ports 2003

6 302 27 3 6 289 33 3

it Birth 
Centers in 
tills study

Total Births 
2004

Total
Transports

2004

Total IT  or 
NB Trans­
ports 2001

# Birth 
Centers in 
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The most common reasons the women in this study were transported are as 
follows;

Failure to progress in labor. These women either progressed to a point and 
stopped, or remained at the same dilation for longer than is acceptable, or the 
baby was in an unfavorable position, or after pitocin induction fetal heart tones 
showed the baby couldn't stand the forces of labor, so a c-section was 
performed. Most required pitocin augmentation to deliver, and most delivered 
vaginally. Some had c-sections.

Failure to progress with prolonged rupture of membranes. Some of these 
women had ruptured membranes with no labor. All attempts at natural induction 
did not work, or they reached our regulation time-limit, so had to go to the 
hospital. These women are usually transported via car, not ambulance.

Immediate Postpartum: Retained Placenta.
All of the women transported for retained placenta required manual removal, 
usually with pain relief. Our regulations stipulate that if the placenta is not bom 
within 1 hour of delivery, transport is required. Our statistics show 6 women wore 
transported for this condition.

Newborn:
Most newborns were transported for transient tachypnea (rapid breathing), which 
resolved on its own. Babies were transported per regulations.



One baby had recurrent apnea (stops breathing), that eventually required a 
monitor. All others had good outcomes.

Number of women requiring a c-section out of 1076 live births from 2002- 
2004:

2002 2003 2004 Total
14 12 11 37

Thirty seven c-sections out of 1076 births gives the birth centers an average c- 
section rate of 3.44% for the last three years.
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Episiotomy is rare among midwives. The 0% rate indicated is because the 
midwives have not performed one in years, if ever. Perineal injuries, from small 
nicks to second degree lacerations happen about 12% of the time, and mcstly 
with first-time mothers. Midwives are permitted to perform episiotomy in an 
emergency, but rarely find the need to do so. Midwives are allowed by law to 
use a local anesthetic (Lidocaine) to numb the area so the woman can be fairly 
comfortable while the midwife sutures. Women report they feel better and heal 
faster without an episiotomy; so the procedure is reserved for emergencies.

Episiotomy is common, almost routine, in the hospital. Doctors are paid for the 
service of episiotomy and perineal repair. Hospitals are paid for the supplies 
necessary to perform the service Midwives are not paid.

Across the nation birth center studies are proving that low-risk women choosing 
birth center care are at a definite advantage. C-section rates are lower than 
hospitals by and large (and should be). Fewer pre-term babies are seen in birth 
center statistics because of the extra time and nutritional counseling midwives 
offer. This saves the State a lot of money as a small but growing number of 
Alaskan families are opting for natural, un-medicated birth center tilth .

Please note the statistics herein regarding the 7 mentioned birth centers does not 
include other midwives. Thom are other licensed midwives in the state of Alaska 
doing home births.



There have been a few midwives that have lost their licenses or certification 
because they did not follow protocol, did not make wise choices and had a bad 
outcome. We cannot deny the few bad outcomes by these midwives or non­
licensed midwives. The same is tiue for doctors.

Midwives do not offer pain medication in birth centers. Water is used to help 
control pain. We call it our “liquid epidural.” As birth center studies bear out, 
more and more women are opting for drug-free births.

The birth centers in this study had an 8.6% transport rate, which is below the 
average, L  a low risk population. Some of the birth centers had lower individual 
transport rates.

In the following pages you will find statistics and information on epidurals, pitocin 
induction as well as an article from the Anchorage Daily News claiming “a study 
clears the use of epidurals" in earlier labor. These articles have been included to 
show you the trends, not only in Alaska, but across the nation. It is hoped you 
will see that the birth centers in this study have better outcomes, lower risk 
factors, and cost-effective services that should be available to anyone seeking 
out-of-hospital birthing care.

Sincerely,

Sharon K. Evans, CPM, CDM




